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CHAPTER ONE 

1. Introduction 

1.1. Background of the Stud y 

Almost in all states, gove rnment has very wide power to tax, to own and operate busi ness and to 

take private prope rty for the public interests by the power of em inent do main. It has also broad 

regul atory power to legislate for the purpose of promoting the health, sa fety and general we i fare of 

its citi zens. 

Business regulation is one of the many ways of gove rnmenta l contro l on the uses and activitics of 

private economic power. Such legal control limits entry into or e"i t from the busi ness. regulates 

the type or amount of products or services offered, se ts the pri ce and quality provided and 

determines the terms of sa le and leve l of profits a ll owed. 

The regulation of business and its activities by the Go ve rnment is variable depending up on the 

economic policy adopted by the country, the scope of regulatory power given to the government 

and the nature of the market. But, whatever approaches o r scope of the regulatory mandates, its 

applicati on to pri vate business invo lves persons outside the business are na. This dev iation ['rom the 

principle of private control of economic decision making is generally justified on the ground that 

the public interest requ ires government control. t The rat ionale is that the market normally fails 

either to protect or to represent consumers or other public inte rests adequately. Thus. government 

regulation provisions the element s of re sponsibility mi ssi ng from these marKets or scrvices . 

Keeping regulation with in a lega l mold - the assignment of the law of regulated business assures 

that both private and public interests are properly protected2 

The basic purpose of regul ato ry dec ision is to assure fa ir pn ce, reasonable servtce, adeq uate 

quality or whatever particu lar pol icy the regu latory scheme is designed to serve 3 In reaching these 

judgments, gove rnment regul ators balance assigned public needs with the need to assure an 

investment climate that will permit the regulated entity to att rac t capi tal at rea sonable rates." 

I Ogus Anthony, Regu lation , Legal Form and Economic Theory, 1996, Clarendon press. Oxford ,PP,28-33 
2Ge llhorn Ernest and Picrce,J r. Rechard J.,Wcst Nutshell scries, Regulated Inclustr ies,2"" Ed,1 987.West 
Publishing Co., P3. 
31bid 
41bid 
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The market for road transport services has traditiona lly been the subject of gove rn me nt regul at ion. 

Indeed, the sector by its very nature does not operate in iso lation. It is not only a question of equity 

but also of safety that invites regu lation in choos ing the most qualified candidate to en ter into the 

transportation indust ry. 

In many countri es, the pub li c secto r usual ly prov ides transpo rtat ion se rvice. In gcne ral, the 

aspiration on the part of the public to engage in transportation se rvice is to promote, provide, or 

secure an efficient, adequate, econom ic and properl y coordinated transpo rt service. Neve rtheless. 

in many other jurisdictions the task is le ft to the pri vate sector. However. whether tra nspo rt 

services are provided by publ ic or private enterp ri ses, the activities are in va riably regulated by a 

codified set of rules and other restrictions, statutory and discreti onary, which circumscr ibe the 

freedom of operators to engage as they see fit in econom ic activities. Rate regulat ion, entry 

restri ctions, minimum leve l of se rvices, ass igned transport routes are some examples of regulatory 

controls on transport services. 

The economic model that supports such regulations in all modes o r trnnsport has been based on the 

beliefthatunda some circumstances, pri vate markets fail to provide transport se rvices in the most 

efficient manner. Thus, in order to ensure appropriate, efficient and sustainable serv ices in the 

interest of citizens, users and operators, the sector should be regu lated by government 

administrators .This indicates that even if the transportati on se rvice is privately owned the proper 

functioning o f the system should some how be regulated. Hence. the whole realm cannot be le ft to 

the mercy or the private sector whose so le motive might be profit mak ing. 

An interesti ng but re lated idea is that if government fail s to do any thing or leaves the whole 

regime to the private sector, that wou ld be ulti mately imputable to itself; it would serve as 

scapegoa t fo r prob lems. Consequently. it wo uld be accoun tab le to the pub lic or in a democrat ic 

order it cannot be insulated from the opinion and say 01' the public at large at least during elections. 

We can therefore comprehend tha t the interference of the governments in a sensi tive area oC 

business, transportation, is for own sake. It should spare itself by at least regul ating the sector or 

else it will be a sui cidal move. 

2 
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The purpose, nature, and scope of such regulation will , of course, differ markedly from one 

transport mode to the next and from one country to the other. Moreover, the purpose, nature and 

scope of such regulation may also depend on the economic pol icy adopted by the country. Hence, 

the liberalized market advances a more limited role for regulation in the event of market failure, 

even in those markets where neo- libera ls accept a positive role for regulation. However, the social 

insti tutional school regards regulation as inherent in all markets. 

Road transport in Ethiopia can be said to have passed through three di stinct hi storical policy 

approaches. Before 1974, government was not invo lved in transport operations but was engaged in 

issuing rules and regulations for the market economy (regulated private market) ,' During the Derg 

regime, the road transport industry was centrali zed and the operations were assumed by 

government owned parastatal companies (government monopoly). 

The transitional government since 1991 has applied a gradual de-regulation procedure and finally 

tends to libera li ze and de-regulate (unregu lated private market). It is clearly expressed in the recent 

broad Government policy objecti ves, strategies and priorities that the Government is committed in 

giving the private sector a substantial role in the economic development of the country6 To thi s 

end, the government outlines a program focusing on economic stabilization and structural reform 

measures particularly in the financial sector, public enterprises and civi l service areas aiming at 

removing cost and price distortions, and im proving market related incentives so that progressively 

liberali zing the economy and reducing the role of the public sector. 

T he po licy and strategy document recogni zes that, d irect suppl y of transport infrastructure and 

services by the publi c enterprises or regulated monopo lies has resulted in high costs and poor 

quality of se rvices . Consequentl y, for the purpose of overcoming these ineffic iencies the strategy 

document underlines the need to institutiona l and regulatory reform in order to introduce 

commercial processes and competitive pressures in to the industry.7 

5 The Oergue, after assuming government power, has monopolized the economic sector in fact including the 
transportat ion sector. for more, see proc lamation No.2611975 
6 The TOE economic policy Amharic version official document, 199 1 ,Mega publishin g enterpri se. 
7 FDRE Industrial development document / Amharic version/,Mega publishing enterprise, AA, Nehas ie 1994 
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1.2. Statement of the Problem 

A market economy (also called a free enterpri se economy) is an economic system in which 

the production 'and distribution of goods and se rvices take place through the mechanism of a 

free market guided by a free pricing systemH In a market economy. producers and consumers 

decide on their own vol ition what they will purchase and produce. Most free market scholars 

believe that government should be limited to at least: operating a court system 1'0 1' thc 

settlement of disputes; maintaining stable currency (combating innat ion); protccting market 

competition and consumer9 Therefore the government, in order to protect the market from 

certain imperfections authorized to intervene through regulation or competition laws. Hence. 

the legislative and executive branches of governmen t are ac ti velv engaged in thc 

promulgation and execution of laws and supervise the interactions in the market. Much of 
'. 

these regulations are in the hands 01' administrative agencies which' exercise law making, 

enforcing and quasi judicial power. 

In Ethiopia through the liberalization process starting in 1991, the governmcnt has made 

considerable economic changes by adopt ing policies of de regulation, privatization and 

market liberalizat ion. In recogn izing the legal ri gh t for all market players to freely interact 

with each other, the Government reserves the power to regulate several business sectors and 

delegate each ministeri al office to playa regulatory role in its own affa irs. In thi s regard , 

regulating the transportation sector is the jurisdiction of the Mi nistry of Transport and 

Communications and The Road Transport Authority. lo ln addition l() the policy dl1cum~llI 

that advances liberalizing the se rvice sec tor, there nrc regu lations designed by the 

Government in order to oversee the activities in each service sector and a compet ition law 

that facil itates the playi ng fie ld in the market free from unfai r and anti-competitive practices. 

However, even after taking all these reforms, the sector still remains ineffici cnt and 

ineffective to meet the demand and satisfy the interests of the public at large. Moreover, the 

legal and pract ical aspects of the free enterprise transformation system designed by the 

government according to many are not yet put into pract ice. I I 

8 Anthony at note 1, PP. 16·24 

9 Ibid 
10 Article 7 of Procl n11la ti on No.468 /2005.a proCblllmiolllO provick for the rl.!!.!ul,nion Oflrilll'il)nrl. r·C<.k'ril l 

II' •. 
Nega.Gaze.tl . year NO.58 
11 many scholars in the field challenged the practical transform ation c rihe Ethiopian Ecollomy. 
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Because of these, it becomes a challenge for the regulato ry body to sateguard the interest 01' 

the public in general and to give simultaneously a reasonable return on (he investments made 

by (he operators in particular. 

1.3. Objectives of thc Study 

The basic object ives or th is stud y arc exnllll nlllg the role or the FDRL Gove rnment in 

regulating the business activities of the country in gen~ra l and pri\'ate commerc ial transport 

sector in particular. The research. therefore, aims at evaluating the regulatory role 01' the 

oovernment and its compatibi lity with the principle of free enterp ri se economic polie, and 

o 

' 

the economic policy the like thereof which the country has launchd," Moreo,'" r. the sllIdl' 

wi ll try to tind out the major challenges in governmental regulation of priV<llL' commercial 

transport scc lor and forwarding some recommelldations /'or handl ing these chnltcngcs. [\lllrc 

- ~ specifically, the study will try to provide the decision mnkcrs with suffi c icnt information to 

justify re vision to the ex isting legislat ive I'rame work and road transport regulations, Thi s 

will enable the cOlllmercin l pp..::atc road tra nsport industr) to operate more el'fcCli,'ch and 

efficiently. to bcller respond to transport demands and te' gi, 'c gO\'c'rnmcnt the 11c'stl'C(llllllllic 

return on its infrastructure environments within a sa fer road environment. More precisely the 

study aims to:-

.:. Evaluate the degree of Government inlCrvention In the sector both at federal and 

r regiomil levels: 

\ 

.:. Investigate the regulatory rol es by government agencies anti its limi tations: 

.:. Evaluate the compatibili ty of the regulations made by the gO\'l: l"lltll cnt ,,·jlh the 

economic policy or the country ancl . 

• :. Recommend legall1leasurcs (irany) to be taken , 

1.4. Signifi cance of the Stud, 

The research is considered to hm'c it s own academic and pol ic) signiticance" Mol',' 

importantl y, i( is hoped to initiate further study in the subject uncler consideration, As the 

study is not onl y in tended to work on the tip of the problem rather to see the causes as wdl. 

hence, it is belicved to insti ga te people to bc conce rnecl and make a resea rch for 'illch 

12 It is categoricallhat the cou nt!) has n01 embarked upon a free economic pol icy into to, the major economic 

sphere, land, for ~xalllpic is not subject to private ownership. See, the FDRE constitution, art i c.:l~ 40/81 

5 



is also intended to show the ex isting situation, it hopefull y shows the magnitude of the 

problem, the sys tem should be designed to combat the problem and show the legal lac una 

where it fail s. Thus, it may indicate where justifi ed intervention by the Government should 

be had. Bes ides, the paper will be criti cal of unjustifi ed in tervent ions, where they ex ist, and 

poin t to poss ible ways out. 

1.5. Scope of the Study 

The study will focus on the multiple forms of government regulations both di rect and 

indirect, and the vari ous institutions entrusted with regulating one or another aspect of 

pri vate commercial transport sector in Ethiopia. For the most part it will concentrate on the 

service aspects of private commercial transport regulation and those constituent parts that 

create the service. Particularl y, those aspects of the regulati ons wh ich are immed iate ly ti ed­

up with the pri vate commercial transpol1 service as direct and those that relate to the 

component inputs which together make the serv ice possible as indirect regulati on wil l be the 

coverage. 

Because o f the need for spec ial regulat ion, ai r rai lway and marine transport services are 

excluded I,'om the scope of the research. Moreover. Fright Transportation service and public 

transport se rvice by the government are not the ambit o f the study. 

1.6. Research Methodology 

The study will be conducted by using a comparative analysis of related literatures, po licies 

and laws of the country, It also includes data from interviews and/or questiormaires to 

pertinent officials, se rvice providers and customers. And in some instances, data from 

observation may be presented quantitatively, while, mostl y relying on qualitative research 

methods. 

Most data in thi s study will be dra wn from policies, proclamations, regulations, directives, 

books and periodical s. In addition to thi s, information gathered fro m interviewee and/or 

questionnaires are used. Moreover, observation will be used as a data gathering too l on 

condition where there are no accesses to pub li shed or unpubli shed data. 

6 
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1.7. Organization of the paper 

The Paper is divided in to five chapters. The first chapter deal s with more.of introductory 

remarks. The second essentially is concerned with the theoretical foundat ions of all forms of 

gove rnment regulations in general and transport regu lations in particular. It tries to give 

emphasis on the hi storical development of road transport regulation in Ethiopia since the 

earl y 1943 up to the present mainly foc using on its dynamic character. It also spell s out the 

rationale behind the whole body of road transport regulations and examines the manner in 

which the regulations are pursued. 

The third fOUlth and fifth chapters contain the main body of the paper. The third chapter 

addresses Road Transport regulation and the practice in Ethiopia. And, the fOUlth deals with 

Regulatory perspectives of Road TranspOit and the practice in Ethiopia, the fifth is about the 

types of private commercial road transport service and the regulatory schemes adopted by 

the government of Ethiopia in each service sector. Finally, the paper winds up with 

concluding remarks and recommendations. 
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CHAPTER TWO 

2. GOVERNMENT REGULATION OF BUSINESS: 

2:1 GENERAL OVERVI EW 

2.1.1. Theories and Principles regarding the Role of State in the 

Business Activities of a Country. 

The role of the state in economic development is one of the oldest topics In economics. 

Scholars from many parts of the world have examined the roles of states in instituting 

comprehensive political reforms and shaping national economic development. 

In the advanced industrial countries too , people have expended a lot in stud ying social 

programs and the role of government in dealing with economic problems. Hence, effecti ve 

state intervention is now assumed by many to be an essential part of a successful economic 

intervention. There are a number of economic arguments as to why state intervention is 

crucial for economic makeover. 

One argument is that state intervention is required to rectify market fa ilure, which is the 

inability of a market economy to reach certain desired out comes in resources use. I J The 

markel accomplishes a number of things at once, many of them decisi ve for economic 

effi ciency. Such as, the market coordinates the activities of a number of economic unit s. 

More over, it makes the varied knowledge and energy available in ways that elude any form 

of administrati ve coordination. Importantly, the market signals suppl y cond itions. 

Put in a nut shell , the market responds to shortage and abundance - as well as variab le needs 

and wants. In line with thi s, the market provides incentives for responding to changing 

demand and supply situations; more over it channels resources required for such responses. 

At the same time, however, it a lso allocates income in disregard of presentations of equity, 

leaving some needs unmet, and it creates concentration of economic power or monopolies. 14 

It is argued that wi thout state intervention, collective goods will be inadequately provided, 

negative ex ternalities will not be controlled and the rate of accumulation will suffer 

13 Rueschemeyer. D. and L Punennan 1992 "Synergy or Ri va lry" in L. Putterman and D. Rueschemeyer (cds) 
Sate and Markel in Deve lopment. Bou lder: Lynne RienneI' publishers. P. 243 
" . Ibid 
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accumulation wil l surrer correspondinglylS the state should there fore, undertake activ ities 

that would compensate these and other market failure. 

Since, intervention may also be needed when market fa il to bring about industria l or 

economic development, at times the private sector may not ini tiate industrialization because 

it may be undercapi talized and hence unable to take short term loses due 10 the 

underdeve lopment and an efficiency of cap ital markct or future profi ts Illay not compensa te 

for current losses or investigate in manufactu ring may be less profitable than, say, 

speculating in land or importing foreign products. In all of these instances state intervention 

of any form or another may be needed .16 

Another argument that may apply mainly to developing countries is that late industriali zation 

wou ld not be possible wi thout possible state intervention.17 Late industriali zes can grow onl y 

by borrowing technology from industr ia li zed countri es.
lg 

This denies them a compet iti ve 

advantage from new products and processes. Governments must therefore protect and 

subsidize the ir domesti c industri es for them to deve lop in a far more pervasive fas hion and 

become competitive in the world market. 19 

Furthermore, proponents of state intervention seem to hold that protection of infant 

industries in developing countries fro m the competition of industries in already developed 

countries is essential for nat ional deveiopment20 This idea is normally an antithesis of the 

neo liberals who hold that reso urce should be allocated according to compctiti\c or rclati\c 

advantage 21 Thus, long term growth is seen to be the resu lt of effect ively allocat ing 

resources in the short term. However, proponents of infant industry protection argue that 

resources should be al located ineffic iently in the short term in order to achieve more rap id 

long term growth22 

IS Ruescherneyer, D. and P. Evans, 1992 the State and Economic Transformation: Towards and Analysis of the 
condit ions underlying Effective Intervention. in L. Purterman and D. Rucschcmcyer (eds) State and Market in 
Development. Boulder: Lynne Ri enner Publishers P. 45 
16 A msdan . A. H . 1992 "A Theory of Governmcnt Intervention in late Industrializat ion, in L. Putterman and 0 
Rueschcmeyer, (cds.), state and market in Development. Boulder: Lynn Reinner publ ishers, P. 59 
17 Ibid, P. S3 
IS tbid 
19 Ibid 
20 Graham, G. World Bank , Backing for investors. Financialtillles. I London/ SeplclIlbl'r 13. IlJ94. P. 416 
" Ibid. P. 4t6 
II Ibid 
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Summarily, we can see that state intervention can bring both posi tive as well as negative out 

comes. One should therefore, ask what factors determine the effectiveness of state 

intervention. A dist inction is often made between "hare\"' and "suft" state. So l't statcs arc 

generally thought to be responsive to a var iety of interest groups, with the laner playing an 

important role in defining government policies. Hard states are able to resist these influences 

so as to define autonomous goals and policies. 23 It is therefore, argued that an autonomous 

state is necessary pre-requisite for state-dri ven economic development. The success of East 

Asia !with the exception of Hong-Kong! is often attributed to the existence or such hard 

states in those countries. 

What accounts fo r effecti ve intervention by the state may differ fro m one country to another 

depends on the stages of deve lopment. What works for Indonesia or Ethiopia may not wo rk 

for Japan or the US. Every state has its own peculiar feat ures. Despite these differences, 

however. a study by the World Bank provides a broad framewo rk l'o r address ing Ihe issuc or 

effective state intervent ion." According to thi s study, the path to an efrective sta le 

intervention is a two-stage process. The tirst is matching the states role to its capacity. The 

state must focus its capab ility on those tasks it can and should under take. 

Where slale capabilily is weak, how Ihe slale inlervenes and where - should 

be car4ully assessed. lvlany slales lIy 10 do lOa much wilh few resources and 

lillie capabilily and ofien do 1I10re harm Ihan good. A sharp focus on Ihe 

jill1dall1enlais would improve ejJeCliveness. 25 

It is really a puzzling task to try to match the state's role to its capability. It is also criti ca l to 

outline the things relevant to the task and more so to choose wha t should indispensably be 

included. The task is not au tomatic in its nature; it invo lves deciding how to do things - hOI\" 

to deliver basic services, provide infrast ructure. and regula te the eC l)noIl1Y. The cimices hcre 

are diverse and must be adaptable to the circumstances of each country. The World Bank 

study, however, suggests that getting the fundamentals ri ght should be the 

23 Myrdal , G. 1968. Asian Drama: an Inquiry in to the povenv of Nations, New York: Pantheon pU. lnc.P.423 
24 World Bank 1997, World Development Report , Wash ington. D.C: World Bank. P.2. 
" Ibid,P3 
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first job of every state. The study singles out fi ve fundamental tasks at the core of every 
, .. 26 

government S111l sslon. 

Establ ishing a foundation or law; 

Maintaining a good policy environment, incl uding macro economic stability; 

Invest ing in basic social services and infrastructure; 

Protect ing the vulnerable; and 

Protecting the environment. 

These fundamentals should be adhered for the sake of stabl e and sustainable deve lopment. 

Since marginali zation often breeds lawlessness. public policies can ensure that growth is 

shared and that it contributes to reduc ing poverty and inequality . Thererore. the conccril 

should not be anchored on growth alone but also on the allotment of the proceeds on a fair 

share basis at least in terms of basic education and health. Safeguarding the public against 

material and personal insecurity is another task to accomplish. Where pove rty and economic 

marginalization stem from ethnic and social differences , po licies must be carefully crafted to 

manage these differencesn Thi s is sim ply comprehensible because ethnic cleavages arc 

sensitive to eco nomic and political responses; hence. measures that cross cut these 

differences be designed. Moreover, when markets are undeve loped, the state can encourage 

market development. 

Many o( today '.I' industrial econ()lIlies used various mechanisl1Is tu SI)ur the 

growlli o(markets in lheir early stages oj'devclo/JII/el/l. More ITee/)II."- '/"1'(/;)' 

the Republic uI Korea, and uther counlries in East Asia used a variely uI 

mechanisms for market enhancement, in addition t() securing the economic, 

social and institutionaljill7dwl1entals. Sumet imes, these 

interventions were quite elaborate . , . OIher limes Ihey were less intrusive l S 

The second stage of the path to effect ive state intervention is raising the state 's capability by 

reinvigorating public institutions. This is done by introducing different mechanisms the list 

of which ranges from implementing methods to help check arbitrary state action and combat 

entrenched corruption to encouraging popular participation. l-Ience, minimizing or 

26 Ibid. 1'.4 
27 Ibid P. 6 
28 Ibid . P. 6-7 
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of corru pt ion and establ ishing rul e of law is one important aspect. Besides, setting up rules 

and regulations fo r subj ecting state institutions to greater competition is a vital measure. This 

in turn is used to increase effi ciency; the perfo rmance of state institutions. In addition to 

these, improving pay and incenti ves, making the state more responsive to people's needs, 

bringing government closer to the people through border participation and decentrali zation 

should be encouraged 29 

2.1.2. Rationales for Government Intervention Through regulation 

The procedure of government intervention in business acti vities presupposes underl ying 

political assumptions within which it is launched30. Hence; it is upon certain pre-existing I 

economic relations that a system of control , supervision, restraint and guidance is ordinaril y 

placed over. In any political system therefore, the Government will be authori zed to take 

actions aimed at monitoring a system of market relations or else it will be left free and 

unchecked. 3 1 

The term regulation is usuall y used to denote ex treme cases. On the one hand, it signifi es the 

use of mechanisms to indulge in every spec ific activities perfo rmed mai nly under the guise of 

making good de fi ciencies or managing abuses on the part of particular procedures or services 

provided. On the other hand, the term is used to denote general regulatory regimes for an enti re 

economy or onl y parti cul ar types of free enterprises. Consequently, there is no uni versa ll y 

accepted definition of regulation32 It is also not unusual to find out different interpretations of 

regulation depending on the level of organization and the country of origin. 

In Europe for example, regulation typicall y refers to the whole kingdom of legislation, 

governance and soc ial control while in the United States, regulation has more specific 

meaning namely, the constant and attenti ve control exerci sed by a publi c agency over 

acti vities that are generally regarded as desirab le to society. 33 

'9 Ibid. P. 3 

30. Accordi ngly, an indicat ion of the different poli tica l assumpti ons is briefl y made under the head ing 
"Theories, Principles and Practices regarding Government In terven tion" just a bove. 
3 1,1. Begg: " Introduct ion: Regulat ion in the European Union", In Journal of European Public Policv, 

London,No.3/4,1996,P.528 . 
l2. lbid 
D P.Se lzinik: "Foc ussing Organizationa l Research on Regulation," in R.G.Noll (ed.): Regu latory Poli cy and 
other Soc ial sc iences, Barkley univers ity of Californ ia Press, 1985 , PP .366-367. 

12 



of corruption and establishing rule of law is one important aspect. Besides, setting up rules 

and regu lations for subjecting state institutions to greater competition is a vital measure . This 

in turn is used to increase efficiency; the performance of state institutions. In addition to 

these, improving pay and incentives, making the state more responsive to people' s needs, 

bringing government closer to the people through border participation and decentralization 

should be encouraged 29 

2.1.2. Rationales for Government Intervention Through regulation 

The procedure of govenunent intervention in business activities presupposes underl ying 

political assumptions within which it is launchedlo Hence; it is upon certain pre-existing 
I 

economic relations that a system of control, supervision, restraint and gu idance is ordinarily I 
placed over. In any political system therefore, the Government will be authorized to take 

actions aimed at monitoring a system of market relations or else it will be left free and 

unchecked. 1 I 

The term regulation is usuall y used to denote extreme cases. On the one hand, it signifies the 

use of mechanisms to indulge in every specific activities performed mainly under the guise of 

mak ing good deficiencies or managing abuses on the part of particular procedures or services 

provided. On the other hand , the term is used to denote general regulatory regimes for an entire 

economy or only particular types of free enterprises. Consequently, there is no universa lly 

accepted definition of regulation 3 2 It is also not unusual to find out different interpretations of 

regulation depending on the leve l of organization and the country of origin. 

In Europe for example, regulation typically refers to the whole kingdom of legislation, 

governance and social control while in the United States, regulation has more specific 

meaning namely, the constant and attentive control exerci sed by a public agency over 

activities that are generally regarded as des irable to society. II 

'9 Ibid. P. 3 

30, Accordingly, an indication of the different political assumptions is briefly made under the heading 
"Theories, Principles and Practices regarding Government Intervention" just a bove. 
31.1. Begg: "Introduction: Regulation in the European Union", In Journal of European Public Policy, 

London,No.3/4 , 1996,P.528. 
l2,lbid 

D I' .Se lzinik: " Focuss ing Organizational Researc h on Regu lation ," in R.G .No ll (ed.): Regu latory Po licv and 
other Soc ia l sc iences, Barkley university of Ca lifornia Press, 1985 , I'P.3 66-367. 
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While in both, the principal purpose of regulation has been protection and promotion of 

public interest, in the United States there is preference for speciali st of independent agencies 

that are bestowed with regulatory powers34 However, in Europe and even more so in 

developing countri es regulatory power typicall y resides wi th the relevant state department or 

gove rnment ministry35 

[n any state, regulatory regime is usually intended to enhance the effic iency of markets and 

ensure the provision of social ri ghts. Therefore, the intervention of government in any 

business activity has economic and social fou ndation. The soc ial foundation of regulation 

however, is often justified on the basis of an economic rationale and social regulation is 

widely regarded as secondary to economic regulation 36 Different writers made different 

arguments for regu lation at different times. The principal arguments are: 37 

• Guaranteed Provisions li n many markets service providers may be unable or 

unwilling to offer a service/; 

• Market power /economics of sale or other features of a particular market can lead to 

monopoly power where producers or providers restrict output /service and raise price 

(thereby realizing economic rents) and/or restrict competiti ve access to the market/; 

• Ex ternalities /the wel l-being of one economic agent can be directly, and adverse ly, 

affected by the actions of another /e.g., as a result of pollution; 

• Information deficiencies /producers and providers typ ically possesses more 

information on the product/service than consumers and 

• Excess ive competition! if there are too many producers or servIce providers in a 

market then price will be low, and revenue insufficient, to cover costs and ensure 

future investment.! 

Moreover, the principal social arguments for regulation are to ensure employment security, 

safeguard workers' terms and conditions of employment including health and safety, 

". Ib id 
J5 .Ib id 
36 .See S.Wi lks: " Regulatory Comp liance and Capilalisl Diversity in Europe": in Journal of 

European Public Policy.London,No.3/4, 1996,P.538 
H Oel lhorn Ernest and Pierce. Jr .Richard J ., Regulated Industr ies in a nutshell , (2'" Ed.) 

West publishing Co. 1987,P. 11 
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guarantee appropriate train ing to mmlllll ze accident and maximize productivity, servIce 

quality and effective representation of employment interests.38 

These objecti ves can be pursued directl y through public regulation, by means of self 

regulation or through se lf regulation with in a statutory framework39 Ifprice is too high, for 

example, competitors wi ll enter the market; thereby resulting in increase of output and price 

will then fall. Provision of alternative services may do the same. If service provided by the 

private enterprise is poor, encouragi ng competition may remedy the problem. Encouraging 

the firm itse lf to improve performance is another possibility.4o 

According to neo- libera ls, regulation is onl y necessary in the event of market fa ilure41 

Social regu lation is not on ly secondary, j ustified principally in terms of hea lth, safety or 

minimum training standards, but is typically regarded as inherently technical, placing 

unnecessary constrai nts and obligations on the firm .42 Thus, fo r neo-liberals competition is 

always preferred to regulation. They further argue that the principal purpose of regulation 

should be to ensure free competition. Then, the neo- liberal pos ition can be summarized by 

the maxim of: "competition where possible and regulation only where necessary ". 

In contrast to the neo-liberals ' approach where competition is given priority over regulation, 

many observers of the soc ial-institutional school speak of free markets as neither natural nor 

desirable.43 In this view, markets are envisaged as social institutions, governed by a set of 

rules many of which are framed by public authorities. According to them, markets are 

created by government, ordered by institutions and sustained by regulations.44 The key 

question, therefore, is not whether to regulate markets but what and how to precisely 

regulate. 

38 Prof. Peter Turnbull , Regulation, Deregulation or Re-regu lal ion of Transport, Discussion paper NoA,Sector 
Pub lications,Geneva, 1999 ,P.3 
" .Ibid 
40 Seheartz Lou is B. Free enterprise and Economic Organization, Legal and Related 

Materials, (2'" ed ., I 995,),The foundation Press Inc. P.6 
41 Samuel s Warren J. and Schmid A.A llan,(eds.),Law and Economics: An Institutional 

perspective, Kluwer Nijhoff Publishing, Boston-Haguel-London, 1992),P.576 
" Ibid 
43 Wi Ilks, at note36,P.542 
"W.Streeck, Soc ial Institu tions and Economic performance,( I 992),London,Sage,P. 178 
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Regulat ion, in other words is not about market failure but the very constitution and definition 

of the market. According to this perspective, as all markets are deeply embedded in society, 

regulation must embrace labor as well as product markets, especiall y as the former can 

strongly influence firms' behavior in the latter.45 Firms must therefore look to reduce costs 

by improvi ng productivity and seek competitive advantage in the product market through 

service quality, reliability, punctuality, etc. Such action is widely regarded to be in the 

" public interest" demonstrating that soc ial constraints can be high ly predicti ve by promoting 

efficiency through greater equality.46 Thus, regulation enables as we ll as constructions the 

activities of service providers. For the social institutional school therefore, competition and 

regulation are complementary rather than alternatives. More importantly, the purpose of 

regulation is "fair competition", which by definition must be socia lly constructed rather than, 

"free competition" which typically denotes competition with out regulation. 

According to Wilks, compliance is the life blood of regulation.47 [n line with this, he states 

"All regulation relies on the willing cooperation of the regulatory targets that cooperate 

through respect for the legitimacy of the regulations, and trust in the procedures of the 

regulators. ,,-18 

Accord ingly, the ideal regulatory system would be one enforced through information and 

guidance rather than heavy-handed bureaucracy with threats and sanctions. 

In summary then, whereas the social-institutional school regards regulation as inherent in all 

markets, neo-liberals advance a more limited ro le for regulation in the event of market 

fa ilure. 

Markets fo r transport services have been traditionally the subject of government regulation. 

The economic model that supports such regulations in all modes of transport is based on the 

bel ief that, under some circumstances, private markets fa il to provide transport services in 

the most efficient manner49 Thus, in order to secure both economic and social benefits from 

" Ibid 
" . Wili ks, at note 36, P.S42 
'''. Ibid 
". Ibid 
49 Streeck, cited at note 44,P.193 
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the provision of transport services it is necessary to have regulatory policy. Moreover, the 

basic principles that guide regulatory policy should refl ect the contribution of transport to 

both social and economic needs. It is categorical that access to safe, reliable and affordable 

passengers ' transportation system is indispensable for every citizen. 

Moreover, its contribution is immense for economic development at large. It is quite 

interesting to note that the influence works both ways; transportation improvements 

stimulate economic growth, just as economic growth increases the demand for transport 

services. 

2.2. Objectives and Mechanisms of Regulation 

It is understandable that different general objectives and mechanisms are touched upon as 

incidental discussions associated with the treatment on the notions of intervention and 

regulation. Nonetheless, a brief account of these basic concepts is deemed to be made to 

show the frequently occurring practical objectives and mechanisms. Hence, an independent 

discussion of the ideas is considered worthwhile and is in order. 

2.2.1. Objectives of Regulation 

We have already noted that economic regulation generally relies for its enforcement on 

administrative agencies whose processes and procedures are governed by principles of 

administrative law. These principles are highl y influenced by regulatory objectives and vice 

versa. While, numerous particular regulatory objectives have been identified; generally they 

may be classified under three headings50 The most important objective of almost every 

regulatory scheme is economic efficiency.51 This is tantamount to saying that allocation of 

resources to their most highly valued use and are used most efficiently in production. Put it 

differently, to have precise set of low level based on costs which are prudently incurred. 

A related and hi storically important objective of economic regulation of common carriers is 

the requirement that all users be served on an equal and non-discriminatory basis5 2 As 

50 . Louis B. Cited at note 40,193 
" .Emest and Richard J. Ci ted at note 37,P. II 
" .Ibid 
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opposed to the usual rule in the private markets, a regulated business cannot di scriminate 

with out an accepted justification. 

The final set of regulatory objectives-minimum service, reliability, honesty and fair dealing, 

informed choice and fu ll di sclosure of relevant information and health, safety and 

environmental protection are more recent in origin and do not require full scale intervention 

in the business. 53 

As a resu lt, they need not involve displacement of market forces or of traditional controls 

over the exercise of private economic power such as antitrust laws. 

2.2.2. Mechanisms of Regulation 

Almost four different methods of regulatory weapons are used to accompli sh the above 

mentioned regulatory obj ectives 54 Among these, the most common and all-inclusive system 

is cost-of-service ratemaking, whereby the regulator seeks to determine the regulated 

transportation costs including the cost of rai sing capital as an introduction to determine the 

revenues needed to cover its costs55 And, from thi s revenue calculation the charge figures 

the price that can be charged by the firm for its services. Moreover, these prices will include 

an opportunity cost to recover a competitive regime on investment. 

Where the regulated transportation serves several classes of customers or provides differen t 

services, the regulatory must also determine the rate structure or price charged for each class 

of service.56 

A second less precise way of regulation results the allocation of scarce resources- especially 

where the scarcity is due to government regulation as with liquor licenses, hospital 

certificates of need or airline routes - is to assign the task to the regulatory agency under a 

"public interest" standard 57 Instead of concentrating on the price at which the regulated firm 

se ll s its product or service, the focus here tends to be on the applicant itself. This regulatory 

" .Ibid 
54. Ibid ,P. I6 
" .Ibid 
" .Ibid 
" .Ibid 

17 



. I 

I 

approach is taken where a valuable license is to be awarded without the use of market price 

i.e., auction or other simple objective measures e.g., lottery, chronological li sting since the 

license is in effect being awarded below the market price, there are invariably more qualified 

applicants than allocations. 58 Thus, the regulators are required to choose which among the 

competing applicants is "best" qualified. 

Historical based system is the third regulatory method. Partly because of the difficulties of 

applying either the coast of service or public interest methods prices and allocations are often 

set on an historical basis. Where price or wage contro ls are imposed on an economy-wide 

basis the only practical method is a historically based system and any other approach seems 

administratively impossible 59 Similarly historic data are often likely to be more objective 

and fe llable than the public interest approach in allocating scarce goods60 

The standard setting method is the fourth approach where by minimum or other requirements 

are established by the regulatory commission for businesses and individuals to follow 61 

Health and safety requirements are common examples. As with the public interest allocation 

method, the primary question here is where to set the standard- for example at the level of 

current technology for air pollution or one that forces techno logy to improve. Increas ingly, 

regulators are focusing on cost benefit analysis. This is done for instance by using the least 

costly alternatives, most cost effective requirements or simi lar methods. Where precise 

standards cannot be formulated , individualized screaming is often relied upon to supplement 

reliance on agency standard setting as a tool of regulatory compliance . 

2.2.3. General Scope of Transport Regulation 

Transport is a basic need and right of citizens and is recognized as essential for economic 

and social deve lopment of a country. Besides, by the adequate infrastructures i.e. , road, 

railways, ports, airports, pipelines, cableways, etc. movements of people and goods are 

highly influenced by the transport organizations and performances. 

" .Ibid 
59 .Ibid 
6°. Ibid 
61 .Ibid 
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Transport regulations, issued by the government administrations are meant to ensure 

appropriate, efficient and sustainable transport services. These regulatory measures are 

meant to serve in the interest of citizens, users and operators62In serving the interest of the 

citi zens , public regulations should be appropriate in the sense that they should respond to the 

needs, quality and demand of all citizens regardless of their location and revenue. 

Regulations should be geared in making transport efficient in the use of the different 

economic resources invo lved. Sustainability is assessed in terms of environment and safety. 

The regulatory instruments include, the claim for restriction of cettain activities to a limited 

number of enfranchised operators, fixing of passengers fares and freight rates, requirements 

of certain services to be provided even though they are not financially viable and the 

establishment of standard for safety, noise levels and exhaust production. 

The market of transport services has been a subj ect of excessive government regulation and 

public ownership. Government regulation in transport service extends to a number of 

aspects. The range of regulation on transport that have been applied in many circumstances 

world wide includes rate regulations, entry restri ction, minimum level of service regulation.63 

Accordingly, governmental intervention with specific regulations has justified correcting the 

market. The intervention may be direct/legislative and administrati ve regulation of prices, 

quality of services, entry and exit/or indirect lantitrust regulation intended to control firms in 

the unfettered exercise of their market power/6 4 

62 Willks, Cited at note 36, P.434. 
6J .Ibid 
64 .Ibid, P.4 36 
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CHAPTER THREE 

3. ROAD TRANSPORT REGULATION IN ETHIOPIA: - THE LAW AN 

PRACTICE 

3.1. Historica l background of road transport regulation in Ethiopia 

Road T ransport Policy in Ethiopia can be said to fo llow hi stori ca lly the three di stinct 

approaches described below: between 1943 and 1974 Government was not involved in 

transport operations but was engaged in issui ng rul es and regul ations for the market 

economylregulated private market!. During the Dergue regime, the road transport industry 

was centrali zed and the operations were assumed by government owned parastatal 

companies /government monopolies/ . In the period afl er 199 1 it more or less remains 

unregulated bas icall y because of the influence of the market economy the country has 

oriented. A brief accoun t of the hi stori cal aspects of road transport regulation in Ethiopia in 

each of the periods indicated is gi ven be low. 

3.1.1. The Post-l 943 and Pre-1974 Phase 

This period marks the first comprehensive attempt to regulate road transport in Ethiopia. The 

earl y part of thi s period, being a continuation (in terrupted by the Italian occupation) fro m 

the earlier phase was characterized by a limited road network and a relative ly modest vehicle 

population. 

It was a peri od of beginning nat ional reconstruction representing the stm1 of moderni zati on 

in the history of contemporary Ethiop ia. The first lega l framework fo r the contro l and 

regul ati on of road transport in Ethiopia was launched by the enactment of the 1943 transport 

Proclamation.65 

The enactment of the transport proclamation was a programmatic 66 move certain ly 

progress ive for the time. The lack of proper documentati on or lack of access to the legislative 

history of thi s proclamation beyond what is indicated in the preamble of the proclamation 

made it a bit d iffic ult to prec isely know the real reason that has necess itated its enactment. 

Nevertheless , it would not be unreasonab le to guess that thi s proclamation could not have 

" .Transport Proclamation, Proc lamat ion No.3 5 II 94 3,Nega.Gaze .• year 2,No. 7 
66. 11 was programmatic in the sense that thi s law was to sophist icated for the period. There were few vehicles 
and the road length \vas limited. 
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been a response to a press ing need for the regulation of road transport, rather a product of 

"imperial benevolence" in law-mak ing-most likely triggered by British influence in post­

liberation Ethiop ia. 67 

The Transport proclamation of 1943, provided among other things, for the registration and 

licensing of motor vehicles (Arts. 3-17); establi shed rules and procedures for the granting of 

driving licenses (Art. 29-49); created the TranspOit Board (Article 18) and empowered it 

especiall y with the authority of granting, revoking or amending licenses for the operation of 

public service and commercial vehicles (Arts.20-23). 

The most pertinent section of this proclamation is the compos ition and function of the 

Transport Board and the procedure for the granting, revocati on and amendment of transport 

licenses for public service and commercial vehicles68 

Articl e 18 of the proclamation indicates the composition of the Board. Accordingly, the 

Transport Board was composed of the Director of Transport (Chairman of the board); the 

Director of Municipality-Addis Ababa; the judicial advisor; a member nominated by the 

Minister of Interior; a member nominated by the Minister of Communications (Secretary of 

the Board). The composition of the Board was refl ecti ve of the belief that the duty of the 

board would be better facilitated by the inclusion of the representatives of the vari ous 

institutions enumerated above. This again seems that all stakeholders should some how be 

involved in the decision making so that they all wi ll assume that it is their duty to implement 

decisions. 

Parti cul arl y, the participation of the Municipality of Add is Ababa and the Minister of Interior 

representing the other Municipalities could be princ ipal ly explained by their want to share in 

the financia l proceeds from the licensing of veh icles that were paid by way of fees and 

charges. 

The presence of the judicial advisor may have been to give legal advice and to serve as 

li aison between the transport board and the court in the judicial execution of transport 

6'- Richard Pankhurst , Transport and Communications in Ethi opia, 1935,The Journal of Transport 
Histry. Vol ume5 ,No.2 ,November 196 1 ,Po 75 
68 For more, see section III Art.18oflransport Proc lamation, c ited at note 65. 
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policies when transport legislations are violated. Moreover, the representation of the 

Ministry of Commerce may be explained by the concern of this Ministry with the transpOlt 

business, the importation of transport vehicles, the contro l of price over motor fuel, etc. 69 

The function of the Board was to advise the Minister of Communications on all matters 

affecting transport including the contro l and rationing of motor fue l. Besides, Article 

l7indicates that the board is there to consider applications for licenses of public service and 

commercial vehicles; to approve the fares and rates chargeable by the holders of public 

service and commercial vehicle licenses. More importantly, it was the board which had the 

power of granting transport operation licenses. 7o 

In the granting of licenses, the Board was bound to have regard to the extent to which the 

route in respect of which the application was made was already served7l
, the extent to which 

the proposed service was necessary or desirable in the public interest72
, the applications 

reliability, character and financial stabi lity, and the facilities at his disposal for carrying out 

mechanical repairs 7
] 

Furthermore, the board was empowered to attach any condition it deemed proper upon the 

granting of a transport license. It is interesting to note that the Transport Board made it a 

condition precedent for the granting of license that owners of transport vehicles submit 

insurance certificates showing that they had insured themselves against third party liability 

claims. 74This seems a measure of safeguard in favor of the rest of the community for damage 

that the owners might inflict 

69 By virtue of the Minislers definition of power order, order No. 1 of 1943 Ihe Ministry of Commerce, Industry 
and Planning was empowered to fi x prices of motor fuel. See A11.32 (I) of the order .Besides, the " lmpol1 goods 
(price control) Amendment Proclamation of I 943(AI1.4) empowered the Min istry to control price over motor 
fuel. It must have been this justification affiliation that necessitated representation of this ministry in the 
transport board. 
70 Art 21 of the proclamation cited at note 65 
7l .1bid , Art.21 (II) (a) ( I). 
"- Ibid, Art.21(II)(a) (2) 
73 .Ibid, Art.21 (II) (a ) (4) ) 
74 .Road Transport Board Minutes, I 964 ,Archives. Road Transport Administration,P.43 
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Formall y speaking, the 1943 Transp0!1 Proclamation was imprecise and extremely 

confusing; its jurisdictional allocation to the Ministry of Interior on the one hand and the 

Ministry of Communications on the other hand resul ted in confusion and mal administration. 

The registration and li censing of all vehicles (vehicles for private and commercial transport 

purposes alike) was assigned to "Licensing Officers" who were appointed by the Ministry of 

Interior pursuant to Art. 2 and 4 of the Transport Proclamation. 

The granting of dri ving licenses was subject to the discretion of "Testing Officers" who were 

appointed by the Ministry of Communications pursuant to Art.32 of the Proclamation. 

The technical fitness of public service and commercial vehicles was subject to the scrutiny of 

what were known as "examiners". These examiners were appointed by the Ministry of 

Communications pursuant to Art.21 (VI) of the proclamation. 

Generall y speaking, the system of regulation and control of the road transport activity was 

getting di sorganized and proper enforcement of the 1943 proclamation was impeded by the 

impotence of the transport board. This was attri buted to its fa ilure to effectively di scharge its 

responsibilities because of the lack of systematic coordination between the activities of the 

different members of the transport board. 

Owing to these and other fac tors, the 1943 proclamation become obsolete and necessitated 

the enactment of a new legislation75Conseguentl y, the Road Travel and Transport 

Proclamation number 256 of 1967 was promulgated. This proclamation repealed the 

transport proclamation,ProclamationNo .256/ 1967(amendment)proclamation, Proclamation 

No. 5911 944), the Maintenance of Roads Proclamation, Proclamation No. 65 of 1944, the 

Class ification of Roads Proc lamation No. I 944, the Federal Transport Proclamation, 

Proclamation No.129 of 1952 and all legislations previously in force in Eritrea relating to 

matters provided for in this new Proclamation.76 

" The reasons were indi rec tly indicated in the preamble of the proclamation that fo llowed. See, Proc lamation 
No.256/ 1967 , Road Travel and Transport Proc lamat ion, Neg. Gazette ,Order No.49 of 1967 
76 Ibid, Art ic le 2 
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The Road Travel and Transport Proclamation of 1967 gave the rights of supervision and 

control of travel on the road to the Ministry ofCommunications77 

Road Transport Administration was created as an autonomous public authority of the 

government. The administration's principal purpose was to control, regulate and superv ise 

the carryi ng of private and public commercial road transport in Ethiopian Moreover, the 

admini stration was given the power to supervise and contro l the ownership, operation and 

use of vehicles and the transportation of goods and passengers by enterprises engaged in 

private and public commercial road transport. 79 Hence, in contrast to the 1943 Proclamation, 

the Road Travel and Transport Proclamation of 1967 eliminated the jurisdictional overlaps 

and problems of the previous triparti te institutional transport board . Moreover, the technical 

aspect contro l and supervision which was reserved to the Ministry of Communication was 

clearly diffe rentiated from the commercial transport licensing aspect of contro l and 

supervision. Another aspect which was introduced by the road trave l and transport 

proclamation was the insti tution of publi c commercial road transport assoc iations80 

3.1.2. During the Dergue Regime 

Under the Government Ownersh ip and Contro l of the Means of Prod uction Proclamation 

No.261l975, all major economic sectors whether service rendering, production and 

distribution were transferred to the state. Road transport is one of the biggest essential 

economic sectors of the nation. Surprisingly however, it was exempted from nationalization 

and categorized as an activity that may be undertaken by the private sector. 81 

This measure was taken pursuant to the economic policy of the National Democratic 

RevolutionlNDRJ program. According to the program, the highest campaign that should be 

made is the fast building of a strong revolutionary national economy. To pursue stich 

objecti ves, it was decided that the economic sector under the ownership of the masses shall 

be developed with the highest share; and on the other side the economic sector under the 

"- Ibid Artic le 5(1) 
78 .Ibid Art icle 10 
79 Ibid 
80 Ibid Article 17ff 
" .The Econom ic Po licy of the National Deillocralic Revol ution Program(NDM) 
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private ownership must be organized to operate in consistency with the econom ic policy of 

the central government8 2 

Although privatc commercial road transport acti vity was le ft to remain undcr the pri vate 

sector, to ensure that the operational management or the road transport activity was geared 

towards the econom ic, social and pol itical objectives and needs of the nation, it was 

subjected to the necessary government control and regulations , 

To pursue the object ives of developing effi cient and expa nding road transport system and for 

the effective regulation and control 01' road transport acti vities, the primary measures t'IKen 

by the PMAC was the estab li shment of a public regulatory organ, i,e, Road Transport 

Authority by Proclamation number 107 of 1976, Road Transport Authority was established 

as an autonomous public au thori ty with an independent Icga l personal ity, Although it carries 

out its function independentl y, it was accountable to the Mini stry of Transport and 

Communications, It was made to assume the rights and duties or the former Road Transport 

Administ rat ion which was estab li shed under Proclamati on number 49 of 1967. 

The purpose of the authority according to the new proclamation was to ensure that road 

transport services adequately provide for the safety and comfort of passengers, the safety of 

goods carri ed, and the prov ision 01' <ldcCJuate regular, eriieicnt and dependahk sLTI'iel's t(l thl' 

public83 

Moreover, it was gIven the responsibility to develop domestic and international road 

transport works and construct, maintain and operate terminals for commercial road transport 

vehicles as well as enforce road transport laws ,regulations and international conventions and 

agreements to IVh ich Ethi opia is a party 8 '1 The authori ty had all the powers to control and 

regulate vehicles operators using the road and li cense and control persons driving vehicles on 

the road , It used to registe r li censes and controls commercial road transport organ izations 

and vehicles as well as determines and enforces the rates and tariffs to be charged by 

. I d 85 commercia roa transport. 

81 Ibid 
83 Article 70f Road Transport Proelamalion, i'roe,No.t 0711976, Nega. Gaze" year 36,No.9 
84 ibid 
" Ibid,A rL8( I ),(2),(4),(5) 
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Under the road transport regulations ex isted prior to the issuance of proclamation 10711976, 

the regulatory and administrative powers of controlling the road transport activity was 

divided among different gove rnment institutions and owners organized in a board. Such a 

system had created functional overlaps and lacked systematic coordination in plan. However, 

under proclamation 107176 all powers of control and regulations were entrusted to the 

authority. 

3.1.3. Road Transport Regulation in Ethiopia: Post 1991 

Ethiopia has ventured on a new economic and political orientation following the down fall of 

the Derg. The country has shi fted from a unitary state to a federal system, wi th devo lution of 

powers to the regional states and their communities. The previous command economy has 

been replaced by a market economy based on private investments and competition. An 

economic reform agenda has been initiated by the trans itional government and supported by 

international organizations sinceI992. In line with this direction, some important policy 

measures were taken including market deregulation , instituting the private sectors' role in the 

economy such as lifting restri ctions in investment li censing, investment capital ceiling, 

privati zing small and medium scale state enterprises, opening up the financial sector-bank 

and insurance for private participation, liberalizing the external sector etc86 Currently, the 

government has focused on agricultural-led industrial development as a mechanism for 

economic growth. 87 The general direction of the economic program is that market forces 

shall lead the economy and the private sector shall be the prime mover of growth and 

development. 88 Such a system allows the invisible hand of the market to play determinate 

role in the main business center of the nation. Accord ingly, the policy restricted the role of 

the government as one of facilitator8 9 

It is we ll-establi shed that even if all other structures are in practice to suppOl1 the market, it 

cannot be assumed that those actors will act independently of each other in the market place 

or that the interaction of market forces will automatically max imize consumer we lfa re. 

Hence, the need is paramount for governmental intervention at least to correct and enhance 

86. FDRE Industri al Development Strategy/Amharic version/,Mega Publishing Enterprises. ,AA , 1994 ,P.13 
87.lnid 
88 .lbid,P.5 
" .lbid ,P. 14 
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the market. Therefore, the po licy gave a possibility for government intervention fo r the 

above purposes in case where there is market fa ilure. The government issued di fferent 

regulations and a competi tion policy to stabilize the economy and harmonize the conflicting 

interests of the soc iety and the private sector. 

As a developing country, the country shall embark upon invo lvements by the government in 

regulating the market. The private sector can not be trusted as the sole role player in the 

economy. As is ind icated somewhere in the paper it should be the responsibility fo r the 

govenunent to come in to the picture when the market fa il s to carryout basic public 

responsi bil i ti es. 

This notion is even recognized and practiced in developed countries. As is well known, the 

"hands oJ!' principle of Adam Smith is not implemented in toto. Virtuall y, market 

economies even adopted a modified version of thi s approach mainly as a response to popular 

demands and pressures from the socialist po liti cal orientation pervading in the world at large 

and proliferati on of political parties embracing the ideo logy in the countries90 

As a response to the part icul ar social context in the respecti ve countries, practically 

deve loping countries havc utili zed a combination of the use of the market and the 

government to drag themselves out of the abyss of poverty. The scenario for countries li ke 

Eth iopia should even be that the government invo lves itself more in the protection of popular 

interests. It should be quite understandable that market economy and goverrunent 

intervention are not mutuall y exclusive . 

The government can not oust the forces of market as was prev iously practiced. Nonetheless, 

the government should not leave the people to the general whim of the pri vate sector that 

would just adhere to their profit-loss analysis. There are certain sectors of the economy 

which are not profit able at least immediately hence not attracti ve to the private sector. The 

problems of inter j urisd icti onal spill over effects are other concerns for government 

invo lvement. Nonetheless, by way of reiterating what was already said, the government 

90 The co lored peop les' movement in the Uni ted States and the pro li feration of Radical pol itica l Pal1ies in many 
capita list countries are be lieved to be triggered by the 1917 Bolsheviks Revolution that ushered in Russia, 
which appeared as an anti thes is to the Lass ies fare doctrine. 
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should not vie to replace the market. Moreover, the government should aspire to graduall y 

hand over its hold to the private sector, of course including its regulatory power. The 

ripeness of the time should be determined not only by the govenunent but by circumstances 

and the demands of the time. Generall y however the will should be there and proper 

questions be entertained accordingly. 

In line with thi s, such indicative measures as introducing a new investment policy, 91a new 

labor law92, revised taxation rates9J and adjustment of the true value of national currency 

were taken by the government to encourage the private sector. It is even recognized that the 

private sector is indispensable to the economic deve lopment 94 As a move forward in thi s 

direction, the government has establi shed the Ethiopian Privati zation Authority IE PAl; to 

facilitate its commitment to the private sector. The Ethiopian Privati zation Authority IEPAI 

is established to make the private sector play an important role in the changing process of 

governmental role95 Thus, EPA has so ld 228 previously government owned enterprises from 

1987 to Apri l 1998. Although the bulk of these were state owned retail shops 1133/, hotels 

and restaurants 123/, they al so include 47 industries, 19 agricultures, 12 agro-industries and I 

mine.96 As we ll , an authority faci litating the competitive bidding of 18 enterprises was set up 

accordingly negotiated the sale of3 enterprises. 97 

What is more, a number of pertinent and spec ifi c issues including trade point regu lation to 

co ll ect; compile ; process and appropriately di sseminating trade related informati on are 

addressed98The enactments or issuances of law against corruption,99the civil service reform 

91 .TGE, Proclamation to provide for the encouragement, expansion and coordination of investment 
Proc.No. I 5/92,Nega.Gaze.5 I " yearNo.1 1 
n FDRE Labor Proclamation No.337/2003,Fede.Nega.Gaze. , 10'h year No. 12 
".TGE, the Council of Ministe rs ,Income Tax Amendment Regulation,No.125/93 ,Nega.Gaze.,53" year ,No.3 
".Preamble of the Ethiopian Privat iza tion Agency establishment Proclamat ionNo.87/94,Fed.Nega.Gaze. ,53" 
~ear,No.67 
'- Ibid 

" .Officia l quarte rly RepOit of EPA , 1998, No.6, P.32 
97 Ibid 
" .Article 4 of the Ethiopian Trade point es tablishment proclamation ,Proc No.20/97,federal Negarit Gazette, 
99 .FDRE proc lamation to provide for the Establishment o r the Federal Eth ics and Un it Corruption Commission, 
Proc.No2351200 I, Federal Negaarit Gazene,7'h year No,23 .. 
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program was also made. loo Despite some contentions, accompanying some of these laws, it 

remains that they are pos itive practical measures taken by the government. 101 

Back to the hi storical setting of the regulation of the road transport sector, although some 

indications were given during the period of the Transitional Goverrunent l02
, there is no 

offi cial document issued by the present government of the Federal Democrati c Republic of 

Ethiopia /FDRElindicating clearl y the government policy in the transpol1 sector. 

The government strategy fo r the development of the road transport sector is some how in 

tune with the economic development strategy based on market economy, private investment 

and competition. The government has developed investment programs for the road network 

rehabilitation and has taken action to establish the foundations of competitive road transport 

market. In particular, the government road transport strategy is based on the rehabilitation of 

the main road network and the developments of an effi cient road transport industry, even if 

the dispersed population still reli es on human and ani mal transport. 

3.2. Level of government intervention in the sector 

Transferring the basic principles of economic development policy adopted by the 

govcrnmcnt, it can be said that Ethiopia ' s road transport policy tuuay is based on competitive 

and free market principles. The role of the government is to fo rmulate and enforce 

rules/regulations, control of monopoly situations, promotion of competitive markets, 

liberali zing entry/ex it and prevention of safety and environmental problems. 

Except in parti cular cases, special measures were needed to be taken to face emergency 

situations, the government has withdrawn from management and operations in the transport 

sector and revise regulations. The government should become the real facilitator and 

regulator for transport services to be appropriate, effici ent and sustainable to the benefit of 

JOoe ivil service Reform Proclamati on,No.286/2002,Federal Negari t Gazette. 
'0'. For instance, Proc. No. 97/1998, Proc. No. 98/ 1998, and Proc. No.216/2000 which serve to restrict the 
rights o/mortgagors. while extending the rights o/banks were enacted. Many people hold that these 
proclamations have (he effect of ollsting the jurisdiction of cOllrls. Moreover, proclamations, 2351200 I and 
23912001 , which pertain 10 [he Ethics and Anti-corruption commission are enacted in which iJ1which some 
allege have been incorporated provisions that P UI in {a question some f undamental const itutional rights. Many 
more can be ciled in this regard. The income fat proclamation and the 2002 lease Proclamation are cited in 
this regard. 
JO'.TGE economic policy official document, Amharic version, 199 1, Mega publ ishi ng enterprise 
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citizens, users and operators. Moreover, in order to achieve these regulatory goals the road 

transport regulations should focus at least on five specific aspects. These are:-

Protection of market /regulations have to ensure that in each subsector there is a sufficient 

number of competitors and that there is no danger of monopoly or oligopoly of services/; 

protection of safety for citizens, operators, workers and users; protection of environment 

from pollution, noise, erosion, etc.; protection of socially needy groups with specific subsidy 

of transport service and rate; and protection of the infrastructure against damages caused by 

operators or users. 

3.3. Actors IParties involved in Regulating the Road Transport 

3.3.1. Ministry of Transport and Communication 

Proclamation No.4/95 empowers the Ministry of Transport and Communication! MOTAC/ 

to prepare draft laws and regulations for transport, to facilitate the integration and co­

ordination of all modes of transport. Moreover, the ministry is empowered to regulate road 

transport services linking regions and to issue directives concerning the registration and 

inspection of land carriers. More importantly, it is authorized to allow operating permits, to 

li cense operators and organize the training of manpower necessary for transport. 103 

3.3.2. Road Transport Authority 

Road Transport Authority was established as an autonomous public authority wi th an 

independent legal personality. Although it carries out its function independently it was 

accountable to the Ministry of Transport and Communications. 104 It was made to assume the 

rights and duties of the former Road Transport Administration which was establi shed under 

proclamation number 49 of 1967. However, its functions were to be carried out in 

accordance with the new proclamat ions. The purpose of the Authority is to ensure that road 

transport services adequately provide for the safety and comfort of passengers, the safety of 

goods carried, and the provision of adequate regular, efficient and dependable services to the 

103 .Art icle 18 of proclamation NoA11995,a proclamation to establish the powers and duties of the Execulive 
organs of the State ,Federal Nega.Gazen, 
'04 .Article 711 Iial of Proclamation NoA68/2005 ,a proc lamation to provide for the Regu lation of Trans pori, 
Fed.Nega.Gaze, I I'" year No.58 
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public. 105 The authority moreover IS given the responsibility to develop domestic and 

international road transport works and construct, maintain and operate terminals for 

commercial road transport vehicles as well as enforce road transport laws, regulations and 

international conventions and agreements to which Ethiopia is a party. 106 Generally 

speaking the authority is established to promote the developments of all aspects of road 

transport and ensure that it serves the broad masses. The Authority in accordance with the 

law has all the powers to control and regulate vehicles operators using the road and license 

and control of persons dri ving vehicles on the road . It registers licenses and controls 

commercial road transport organizations and vehicles as well as determines and enforces the 

rates and tariffs to be charged by commercial road transport. 107 Moreover the Authority is 

empowered to prepare and submit policy proposals to the ministry relating to transport and 

implement same upon approval. 108 

3.3.2.1. Regulatory Powers of the Authority 

Regulatory power is an authority which is exercised by the government or its organs to exert 

a restraining or directing influence over the activity of others. Such act of government 

includes measures of guidance, supervision and management of the activities of others in 

accordance with a given set of rules. 

Road Transport Authority was established as an autonomous public authority of the 

govermnent. All public administrative authorities to which personality has been express ly 

given by administrative laws are regarded as subject of rights . The authority in accordance 

with the law has all the powers to control and regulate vehicles, vehicle operators using the 

road and control of persons driving vehicles on the road. It regi sters, licenses, and controls 

commercial road transport organizations and vehicles as we ll as determines and enforces the 

rates and tariffs to be charged by commercial road transport. 

The authority has the power and duty to prepare and implement trip schedule for public 

commercial road transport vehicles to serve the need of the masses, enforce disciplinary 

105 .Ibid Arl.6 
J()·.lbid AI1icle71I Ici 
107 .Ibid Article7/211g1 
lOS . Ibid Artic le 71 I 11a! 

31 



measures and con trol s the quality of services. It has the power to enforce public commercial 

road transport vehicles to operate in areas hav ing shortage of transport. 

To control vehicles and commercial road transport, the authority registers the owners of 

transport vehicles, sets out the standard technical conditions fo r operating and dul y registers 

those enti tled. Moreover, it determines the size and weight of freight that should be carried 

on diffe rent highways and the nlllnbers of passengers that a commercial road transport 

vehicle shall can-yo 

To make sure that the above standards are met, controllers from the authority are di spatched 

to different routes where public commercia l vehicles operate, and whenever they encounter 

any violation they automaticall y report the matter to the authori ty. Moreover, the authority 

has a size and we ight contro l di vision which in a similar way controls the size and weight of 

fre ight commercial vehicles. 

The authority has the power to approve and/or prepare and implement trip schedules fo r 

public commercial road transpol1 vehicles. However, the commercial transport associations 

are also given the power to prepare trip schedules under Articl e 16 of the same law though 

the trip schedule prepared by the associati ons is subject to approval by the authority. 

The authority is also given the power to compel public commercial road transport vehicles to 

operate in areas lacking transport services. 109 Whenever urgent goverrunent requests or 

shortage of transport services appear, the authority has the power to direct them to the areas 

where they are needed most irrespective of the trip schedule the vehicles are set fo r. 

3.3.3. Regional Transport and Communication Bureaus 

There are two levels of laws, which define the power and duties of the regiona l transport 

bureau. One is the definit ions of powers and duties of the Central and Regional executive 

organs of the FDRE gove rnment , proclamat ion No 14/93 .And the other is the proclamation 

issued by each Regional States Admi nistrations defining the power and duties of their 

respecti ve Transport and Communication Bureau. These Bureaus are accountable to the 

Regional state Executi ve Office and not to RTA. It is also noted that in various regions the 

''''. Ib id Article 7/211nl 
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Transport bureau is organizc:d as a department of a wide r Trade, Industry and Tourism 
Bureau in charge of all form s of transpo rt and communications and al so responsible for 
trade, commerc~ and touri sm as well. 

3.4. Road Transpo,-t Serv ice Operators 
Before 1991 road transport service in Ethiopia was totall y regulated/monopol ized/ by the 
Government. The Mini stry of Transport centrally control led the sector. While publicly 
owned corporat ions /EFTC/ and Ethiopian Passenger Transport Corporation IEPTe ' 
provided freight and passenger transport se rvices. Pri,·ate activities were conlined to a !C:" 
single truck owners & small Garage operators under the two corporations and there were no 
. . r' f'" 110 ll1Centl ves lor Improvelllent 0 pnvatc services. 

The Introd uction of ma rket economy in 1991 liberal ized the market fo r transport se rvices to 
all persons !individuals, associations, companies/to engage in the business . Hence, today the 
transportation market holds indi vidual s, parastatal enterp ri ses, associations and share 

. 111 compallles. 

In this line accord ing to the tinal report on road transport regulat ion study made by Road 
Transport Authority, presentl y there are two paras lata l enterpri ses, par"sl<llal Anhe"" hlls 
company ( owned around 530 large busses) se rving in Addis Ababa and Jilll ma; parastatal 
Walia inter-urban bus company ( owned around 220 large busses) operating in the whole 
country; around 9000/nine thousand/ pri vate mini-busses, operating in Addis and in short 
di stance services in the country, around 7000/seven thousand/ pri vate taxis operating in 
Addis Ababa and other towns of the country and around 3.500lthree thousand li ve hund red/ 
buses of different dimensions, operated by pri vate associati ons or share compan ies for inter-

b bl ' 11 2 ur an pu IC transport. 

Urban public . transport service is assured by taxis and buses which are di vided into large 
/more than 45/ medium (2 1-44 seat s) and small busses /7 -21 sea ts/. Large buses of the ci ty 
transportati on service are owned by Anbcssa Paras t'lwl Cit)' 1311ss transport Sel'\'icc 

11 0 Article 16 of proclamation No.1 07/ 1976,Road Transport proclamation, Negarit Gaze.,36th year No.9 
III An icle 12 (t) and (2) of prOC lanlalion 486/2005, cited above at nOlc 104. 
112 Study on Road Transport Regulations, fina l report , 1999, Road transport Authority archive, P. 25 
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Company while the majority of small buses Imini- busesl are pri vate ly owned and operate in 

urban areas and surroundings. 

For what concerned inter-urban bus transport. it can be estimated that around 30-35% or the 

national bus fleet is operating out side urban areas serving as inter-urban passenger 

transport. I I ) Moreover, the inter-urban bus neet is composed of 25% of minibuses, 35% of 

medium buses owned by assoc iations and 40% of large buses mostly owned by share 

companies and Walya and Selam parastalal inter-urban bus transport companies. I 1·1 

Anbessa City Bus Service Enterpri se had held an exclus ive license for urban bus se rvices 

within the country and in pract ice it still dom inates the city bus service in Jimma\ and Addis 

Ababa. 

There are also part)' owned en terpri ses: in pa rt ic ul ar those establi shed through the so called 

"endowment" mechanisms are engaged in the transpo rtation se rvice. Trans Ethiopia Freight 

Transportation and Selam Bus Passenger Transport Company, which are owned by TPLF 

and Blue Nile freight Transportat ion Company, which is owned by ANDM are engaged in 

transport services. 

Consequently, though it is unfa ir to deny in one way or ano ther liberalizati on of the 

transportation market in terms of cntry lex it, many argues that essential refinements are 

needed to keep away from imperfect competition due to the presence of monopolistic power 

of the above mentioned parastatals. 

As it is indicated in the pol icy document, government intervention IS .iust and we ll 

recognized in a situation when the private sec tor is unable to re spond lo r the interest or the 

general public. However, it is also we ll -known fac t that government interve ntion is unjust 

and even destructive when such intervention is used to dominate the market. This may be 

demonstrated by the actual practice of the Ethiopian government. It intervenes in the city bus 

transportation service intending to correc t the malfunct ion/the failure of the pri vate 

operators. However, the effect hi ghl y wounds the interest of the public. On the one hand the 

government is ineffici ent ancl even unable to satisfy the city bus transportat ion se rvice 

II I Ibid 

'" Ibid 
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demand of' the public; on the otlwr it restri cts the pri vate persons fro l11 providing thi s servicc. 

Hence, the intervention turns in to i"ruitless and even di ve rge nt to Ill ' lrket princip le . 
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CHAPTER FOUR 

4. Regulatory Perspectives of Road Transport and the 

Practice in Ethiopia 

As pronounced in the November 199 1 economic policy of the TOE and as reflected in the 

corresponding sector policy and strategy, the government in Ethiopia's economic policy ca ll s 

for a greater role for the private sector and a change to market determined decisions. This 

economic policy limits the role of the government to policy formulation, sector regulation 

and their enforcement in order to improve the efficiency of the sector. 

The regulatory aspect in road transport assumes diverse character. It markedly relates to the 

transport owners, the vehicles in operation, people closely connected with the prov isions of 

the transport service, the general public and the road upon which the activity is undertaken. 

Some regulations are direct and closely related with the commercial activities on the roads 

and others are indirect which are ultimately connected with the activity. 

Direct regulation includes the licensing of road transport operators, the determination of the 

overall import of transport veh icles, the fi xing of transport tariffs, the encouragement, 

creation and supervision of road transport associations, the general supervision and 

overseeing of road transport operators which partly consists of the ensuring of compliances 

with safety requirements and the adj udication of disputes ari sing among transport operators 

and finall y the integration and coordination of road transport within itself and with other 

modes of transport in light of the overall country- wide transport plans. 

Indirect regulation also includes the registration of all commercial vehicles, the control and 

registration of vehicle ownership, the registration of traders involved in transportation 

business and the issues of licenses to importers of transport vehicles, the regulation of 

insurance companies and lastly the regulation of transport workers unions. 

In thi s section, the paper mainly focuses on indispensable direct and indirect regulations in 

relation to commercial passenger transport service and tries to explore each first in light of 

the ex isting laws in fo rce and then wi th reference to actual practices. 
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4.1. Entry/LicenselRegulation 

This refers to the permiss ion given to persons who apply to engage in transpoltation 

business. The performance of this licensing fu nction is commonly referred to as the 

"regulatory entry" or "entry control" because no operators lawfu ll y enter the business of 

transportation without acquiring properly certified or licensed operating permi ts. Entry 

/ Iicensel regulation is usually used as a checking point on the satisfaction of standardi zed 

pre-conditions set by the regulatory agency. 

Entry in transportation business is usuall y governed by public interest and the national 

transportation policy adopted by the government. The government usually regulates entry 

into the business of transportation service seeking to check whether the applicant is able to 

provide the service or not. In any business setting minimum standard is essentially expected 

to be fulfilled by any app licant. The government is there basicall y, to check the satisfaction 

of these preconditions. Hence, if the applicant is able to sati sfy these pre-conditions, the 

Authority has to furnish the li cense Iti cket of ad miss ion /which authori zes the applicant to 

participate in the business. Therefore, we could conclude that, entry Ilicense regulation is 

primary and most important business guideline set by the regulatory agency for the purpose 

of controlling the sati sfaction of required duti es expected from the applicant. 

Thus, the term entry/license is used to point out the preliminary process of business 

operation and effective tool by which the law safeguards the interest of the general public 

from inefficient and destructive transportation market. 

Accord ing to Article 7(1) of Proclamation NQ 468/2005, a Proclamation to Provide fo r the 

Regulation of Transport, the Road Transport Authority has powers and duties to ensure that 

the road transport services adequately provide for the safety and comfort of passengers, the 

safety of goods carried and the provision of adequate, regular, efficient and dependable 

. I bl' liS servIce to tle pu IC. 

Moreover, the Authority is given the responsibility to develop domestic and international 

road transport works and construct, maintain and operate terminals for commercia l Road 

" ' . Art icle 7( 1) of pro cia mat i on No. 46812005, c ited above at note 104. 
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Transport vehicles. As well , it enforces road transport laws, regu lations and International 

Conventions and Agreements to which Ethiopia is a party. I 16 

Arti cle 7(2) (a) of the same law further ex tends the power of the Authority to the 

determination of the operations, equipment, weight, size, number of passengers, and load of 

vehicles using the road and issue approval certificate for registrati on accordingly. The 

powers to issue certificate of competence, follow up persons and enterpri ses engaged in cross 

country and international commercial transport are al so given to the Authority. Besides, the 

Authority follows up the importation, manufacture or assembling of vehicles in Ethiop ia and 

issues technical specification of vehicles .. 117 However, the jurisdiction of the Authority is 

limited to the territory of the federal states and lor to cross country and internati onal 

. I . 118 commercIa transportatIOn. 

This in turn entail s that transport services operating in the territory of the regional states are 

under the jurisdi ction of the respective regions. Article 3 of the Proclamati on underlines this 

power of the regional states to control, regulate and supervise all vehicles including 

commercial vehicles that operate in thei r own respective regions. However, understanding its 

wider nature and in order to protect the balanced and competiti ve development of inter -

regional commerc ial road transport services, the responsibility and control was put under the 

Federal Transport Authority.119 Hence, the registration and control of commercial road 

transportation li nking two or more regional states has been sufficient ly included under the 

RTA's power. But the respective Regional Transport and Communication Bureaus have 

extended their power for the controls of regional commercial vehicles to include enter­

regional commercial vehicles.12o This is a clear case of framework power, which allows 

substanti al exerci se of power to regional governments. Consequentl y, thi s interfe rence of the 

regional transportati on bureau in the administrati on of the inter-regional operations has 

confused the situation compromising safety and e ffective operation. Moreover, there are 

a ll egations of problems associated with tax assessment. Furthermore confli ct of interests will 

normall y result in the poss ibility that confli ct of laws wo uld be heeded to. This seems as a 

Jl6 . Ibid 
117 .Ib id Article 7 (2 ) (b) (e ) 
JI ' .lbid Artic le 7(2) (b) 
119 "nerview with the 14 cross coun try transport operators, 14, October, 2007 
120. lbid 
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consequence of the different interpretation of the division of powers and duties between the 

Federal and the Regional Road Transport Authoriti es and amongst the regions themselves in 

the administration of enter- regional commercial road transport. 

Moreover, it should be noted that Road Transport Authority has no power to issue business 

permi t for passenger commercial transport operators. The power was vested on the Ministry 

of Transport and Communications. 12 1 However thi s is altered to be the power of the ministry 

of trade and industry. 122 This case is so by invoking Article 48(2) of the Proclamation which 

impliedly repealed the previous practice because it contradicts the power given to the 

Ministry. The Commercial Registration and Business Licensing Proclamation No.671l997 

also emphasizes that the Ministry of Trade and Industry is also empowered to register 

persons and enterprises engaged in commercial road transport operations. The RTA is 

therefore the authority which certifies the technical and operational capability of the 

applicant in the business. Since business registration is now handed over to the Ministry of 

Trade and Industry, the special Commercial Vehicle Registration Regulation clarifies the 

power of the RTA to include only aspects of safety, efficiency, sufficiency, regularity, 

competitiveness and comfort of the service which RTA is only authorized to enforce and 

contro l. 123 Importantly, regi stration by the Ministry of Trade and Industry gives the operators 

the status 0 f traders. 

On the other hand RTA registers and gives licenses verifying the professional and 

organizational competence of the operator. Besides, verification also should be made on the 

safety aspect/both goods and passengers/and road worthiness of the vehicle to be deployed in 

the trade. 124 

Associated with this may arise misinterpretation and confusion in thi s regard as operators are 

required to register with, and to obtain license for their business activities in road transport 

from the Mini stry of Trade And Industry or from the Regional Bureaus. On the other hand 

there is another requirement set by Proclamation No.468/2005 , a Proclamation to provide for 

12 1.Article 18/51 of proclamation No4/ 1995 ,ciled above al note 103 
122see appendix pm1 of the proclamation NO.6711997 ,commercial registration and business licensing 
Proclamation. Federal Negari t Gazette 3rd year No.25 
123 .. lntereview with Alo Hunyalew Tessema ,Road Transport Bureau Officer, I 0,Dec/2007 ,Bahir Dar, 
124 .. lbid 
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< , 

the Regulation of Transport, to register and get li cense from RTA. The presence of two 

independent institutions authorized to issue business permit inevitably creates problem. 

There can however be a way out in limiting the Ministry of Trade and Industry on the 

issuance of work permits and in the registration of persons in the commercial registry. 

Moreover, the RTA focuses on special aspects of safety, efficiency and competitiveness of 

the service and on its verification the permission by the Ministry depends. The role of RTA 

is limited only to the issuance of certificate on the technical and professional qualifications 

and competence and similar matters related to the commercial activity' s health and sanitary 

conditions, environmental protection and safety measures of persons and enterprises engaged 

. . I d 125 In commerCIa roa transport. 

We can apparently hold that the only possible problem that may anse IS In the unclear 

comprehension of the works of the two organs which carry out separate but related tasks. 

In the road transport services, safety, efficiency, comfort, regularity and sufficiency of roads 

and vehicles are some of the important considerations. 

It is commendable that because the RTA has the expertise on vehicles, other related tasks; 

and the idea of avoiding the problem of understanding the respective ro les of the organs, the 

RTA should carry out both functions. This again creates ease on the part of the applicants as 

it minimizes the functioning of the bureaucracy. 

Nevertheless, it seems that the insistence to maintain status quo may possibly be because of 

considering not burdening the RTA by daily routine tasks of registration which may not be 

compatible with expertise duty. Thus, it requires a balanced evaluation of the different 

considerations to make a decision. 

Before the de-regulation of entry/ex it, the licensing of public transport operation business in 

practice starts by mak ing an app lication to the Ministry of Trade and Industry and the Road 

Transport Authority. 

125.lnterview with Ato Abera Tadesse ,Lega l expert in RTA 14, Dec . 12007,Addis Ababa 
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In thi s respect, the appl icant fill s a form provided by the Road Transport Authority. The 

form, among other things, provides particulars regarding a declaration of the financial ability 

of the applicant, the routes sought to be made avai lable for service, the applicant 's 

occupational engagement, etc. 

After filling up the form against the payment of the prescribed fee, the application is kept in 

. I fil 126 a specIa 1 e . 

All the applications fill ed wi thin a given period are submitted to the head of the passenger 

division of the Road Transport Authority or Regional Bureau. And after the passenger 

division examining the same, instructs that a "fact-finding survey-team" be sent to a 

particular area relating to the routes sought to be served by the applicants, which the team 

shall survey how much transport needs. 127 The team studies the overall economic activity of 

the area and the movement of traffic, examine to that extent an area is provided with 

transport facilities; finds out weather an area is accessible for motor transport and generally 

makes a reasonable appraisal of the transport needs to the area. 128 After studying a particular 

area, the team submits a report rel ating to the study made, which includes, among other 

things, a proposal mostly consisting of a rough estimation of the number of transport 

vehicles that should be allowed to operate to fill the gap in case demand over suppl y. 

It is upon this "on-the-spot" observation report that the committee makes its 

recommendations. 129 All the applications from the branch offices and the head office are 

submitted to an "application appraisal committee" mostly composed of the legal advisors, 

the heads of the passenger and freight di visions and executive secretary of the 

administrator. '3o The list of applicants is submitted to the committee which considers each 

application, listens to the report submitted by the study team. Eventually, after a discussion 

126. Interview with the 19 Road transport service Operators, 26, Nove. - I 2, Dece. 12007, Addis Ababa, Bahir 
Dar, Dess ie. 
"'- Interview With Ato Abebe AyaIew, Head, Passenger Division at RTA , 19, Dec. 12007 
128 ibid 
l2'. Ibid 
"o Ibid 
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of the matter recommends as to which of the applicants may be granted license in a particular 

route. l l l 

This recommendation is communicated to the Ministry of Trade and Industry that makes a 

final deci sion with respect to the granting of the license depending on the given 

recommendation. l l2 

Upon the decision of the Ministry on the granting of the license, a letter is written to a 

particular vehicle importer or agent authorizing the applicant to order a new vehicle. After 

the letter is communicated to the impOlter or agent, the applicant is required to submit a 

receipt showing that the importer or agent has accepted earnest from the applicant 

evidencing the fact that the applicant has concluded a contract of sale with the importer. l ll 

Upon receipt of this evidence, the Ministry gives the applicant a "provisional permit" stating 

that the application has been accepted and that the applicant is required to start operation 

within 6/sixl months from the issuance of this " provisional permit". This period is thought to 

suffice for the vehicle to be imported upon order by the applicant. Upon delivery, the 

applicant is required to notify the Ministry immediately. 

Before the lapse of the six months, the applicant whose vehicle has been delivered notifies 

the Ministry. The Ministry instructs that the fitness of the vehicle be examined and , after 

which examination and upon a finding of fitness for the purpose of passenger transport, 

grants the applicant the transport license. 

Two things are thus worth considering in thi s licensing practice. The first relates to the 

function of the "fact-finding-survey team." As we have observed, the role of thi s team in the 

licensing process is quite crucial because it is on the basis of its reports that the decision to 

grant or not to grant license mainly rests. A wrong appraisal by the team wi ll inevitab ly lead 

to wrong deci sions. Wrong decisions may mean either depriving an area of an indispensable 

public service and in turn discouraging investment in transport operation, or to the contrary, 

they my lead to excess capacity. 

''' .Ibid 
132 lbid 
l3" lbid 
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The report of the team is highl y likely to be defective because of the time limitati on in its 

period of stay in a particular area. It would be quite unreali stic to assess the overall economic 

activities of a region from a superficia l survey of the area within a week or two which the 

team makes use of. Thus, the fa ir appraisal of whether the area is "already adequatel y 

served" or that new entrants wou ld substantially and adversely affect the established interest 

of ex istent transport operators cannot be ascertained with reasonable certainty. 

Another weakness in the licensing practice relates to the indirect contro l over the importer of 

vehicles through the li censing process. Theoretically and lega ll y, transport operators which 

are vehicle importers are not free to conclude contracts of sal e of new vehicles unless 

authorized by the Road Transport Authority. This means that importers are not allowed 

impol1 either upon an order of a client without the authorization of RTA, or they cannot, by 

their own initiati ves to import vehicles into the country and keep in their stock without 

getting the consent of RTA. In thi s case, Art 13 of the Road Travel and Transport 

Proclamation prec ludes the unil ateral decision of importers to import vehicles into the 

country. 

4.2. Price Regulation 

Price regulation refers to the costs charged by the transport operators in exchange of services 

provided by them . Road transport costs are usuall y represented by the vehicle operati ng 

costs, the costs of time /persons, vehicles and goods/, driver crew and company organi zation. 

It also includes costs of road mai ntenance which is paid mostl y by fue l taxes to the road 

fund. Thus, transport operators recover their transport costs applying road transport tariffs, 

which allow them to gain a reasonable profit from the service given. 

The determination of public transp0I1 tari ffs is more complex to be establi shed, since social 

considerations should complement the economic effi ciency of services. Such pricing system 

vary with distance, vehicle size, vehicle use and company organization, qua lity of service, 

road condition and demand pattern , ex tent of regu lation and ex tent of competi tion. 

In order to make the pub lic transport accessi ble to all citi zens, tariffs sha ll be reasonable and 

take into account the economic capacity of the soc iety. [n some developed countri es, 

43 



transportation cost is determined by the market itself. However, it seems undeserved to leave 

the determ inat ion process to the market particul arly when the market is incompetent, 

inefficient to sati sfy the demand and inaccessible to all citi zens. 

Reasonable pricing system is a blessing of users both as a social service and economically 

stimulating factors of production and exchange. Thus, even in a free enterpri se economic 

system, government intervention and tight control in commercial transport service operation 

becomes necessary as thi s is closely connected with fu ndamental social services. Rational 

passenger transport service is unthinkable if the determination of transportation cost is left to 

transport operators who are basically interested in making money. 

Particularly, under monopoli stic condition, the difference and inequality in the di stribution of 

income among the public becomes very broad. In organized society, therefore, the 

government has a duty to ensure the provision of adequate passenger transport services at 

reasonable cost and standard. It is on this assumption that government regulatory agencies 

are authorized to intervene in pricing regulation. Pricing of transportation service shall not be 

left entirely to the demand and suppl y mechanism of the market. 

In Ethiopia, the power to approve and enforce the rates and tariffs to be charged by 

commercial road transport service providers is vested with the Road Transport Authority. 134 

However, even in such situation the Authority simply provides proposal forms for anyone 

engaged in cross country and international passenger transport. 135 Accordingly, the Authority 

makes reference to the proposal submitted to it for its work . In addition to thi s, and by taking 

into account all the benefits that the persons, organizations or associations invo lved in 

commercial road transport business should get from the service provided and the capacity of 

the users to pay, the Authority approves the proposed tariff. 

One can easil y understand from the above assertion that, the law grants the opportunity for 

transport operators to have their own proposal in respect of quality and efficiency of the 

service offered by them. That means, any person is entitled to have a tariff proposal that 

133. Art ic le 7(2)(g) of the Road Transport Regulation , c ited above at note 104 
134.lbid 
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he/shelit intends to charge in exchange of his/herlits service and submit it to the Authority 

for approval. 

Usually, in their effort to make proposals, the persons take into consideration the demand in 

the market and other available situations which would enhance their personal interests. 

Consequently, there is a possibility of submitting different tariff proposals to the Authority 

depending upon the quality of service offered by each operator, the standard of the road and 

other conditions. Ultimately, the Authority approves the proposed tariff by taking all these 

possible conditions into account. 

The existing transportation law in this regard seems to adhere to the free market economic 

policy the country has ventured upon. Even though the proposed tariff is subject to final 

approval by the Authority, the law authorizes the operators to make their proposal free from 

any intervention of government agency Idirect or indirect/ . In this case, there may be 

different tariff schedules proposed and submitted to the authority for approval and the 

Authority is expected to approve the proposed tariff schedule depending on the quality, 

efficiency and standard of service offered by each operator. The competition law of the 

country restricts the operators from proposing tariff schedule coliectively.136Because by 

making so, the operators may harm the competitiveness of the market which is the basis of 

free enterprise. 

Coming to the practical situation, one can dig up a monopolistic governmental pricing 

system commonly applied to all transport operators. No individual transport operator 

proposal has been accepted by the Authority.1J7 Even the transport associations don't have 

any real power, except the power to negotiate with the Authority upon the tariff schedule 

indirectly proposed by the Agency.138Moreover, the number of existing transport operators ' 

associations is very few with each having few members in particular in the taxi transport 

service sector. Consequently, the tariff negotiation with these few associations is challenged 

with a problem of getting the consents of all taxi transport operators. 

136 Article 6/211al of Proclamation No.326/2003, Trade Practice Proclamation, Federa l Negarit Gazette,9,h Year 
,No.49 
il'.Supra at note. 125 
138 .Ibid 
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Both the proposa lli ndirectly/ and the approval/directl y/ are made by the Authority. Even, the 

tariff is the same in all services. No special tariff for special and qualitative service is 

accorded. Every thing regarding tariff is handy and all service providers are obliged to accept 

and comply with the ready-made tariff schedule. To put it in a nut shell , no one is allowed to 

have different tariff even for different services. IJ9 

In a competitive market, the services offered and the pnces charged by the transport 

operators should be different and the customer should get several alternati ves either in terms 

of quality or price .But once the pricing system is monopo lized by the Authori ty, no different 

services e ither in terms of quality or price is expected from the transport operators. 

Thus, the ex isting fact is contrad ictory even to the competitiveness of the transportati on 

market recognized by government business policy. As far as the notion of competition 

among the operators is concerned, it is exhibited neither in terms of price nor in terms of 

quality . Even though the government has somehow left the market for individual operators; it 

st ill monopolizes the pricing mechanisms. 140 

As a matter of reality, therefore, the market is inefficient to sati sfy the demands of the 

general public either in terms of price or quality. 

4.3. Regulations in Relation to Competency and Behavior of Drivers 

Driving is not a simple task performed by any ordinary person. It needs a specia l skill and 

qualification on the technical , mechanical and other related aspects o f vehicles. 

Poor dri ving capacity usuall y causes harm on the life and property of persons. Hence, in 

al most all countries of the wo rld the capacity to drive a vehicle is subject to regulatory 

controls and thi s is usually done through the system of operators' license. 

In Ethiopia too, the capacity of a dri ver is admin istered by the Motor publicNehicle 

Operators License Regulation , Legal Notice No. 36211 961. 14 1 Accordingly, the offi cial 

recognition to operate a particular type of vehicle is made by way of a certain class of 

139. lbid 
14°. lbid 
l4'A rtic le 6(1-6) or lega l Notice No. 362/ 196 1, A Regulation issued pursuanl to the Road Travel and Transport 
proc lamat ion 1960, Nega. Gaze No.9, 1960. 
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operators' li cense which corresponds with the type of vehicle/big or small/ and the purpose 

for which the vehicle is to be used/commercial or non-commercial, private or pUblic/, 

The higher the class of license sought the more qualification and driving experience is 

required, 142 Moreover, each class of operators ' license requires the fulfillment of minimum 

age limit and driving experience, 143 

As a result, 16 and above years in case of first class dri ving license; 18 and above years in 

case of second class dri ving license; 2 I and above years of age or above one year experience 

with second c lass driving license in case of third class dri ving license and above 2 I years of 

age or above one year experience with third class driving license in case of fourth , fifth and 

sixth class driving licenses is expected to be satisfied by the appl icant. 

No li cense is given to a person under 16 years of age, 144This has some problems associated 

with it in that even the age of 16 may contradict wi th the general limitation set by the law,1 45 

There is a general consensus concerning the age limit set by the law to perform juridical acts; 

hence it requires compelling reasons to set an exception, In thi s case, however, with the great 

responsibility that pertains to life and property, it seems the exception is not that justified, 

Furthermore, one may acquire the next class driving license simply by having I year 

experience in the subordinate class driving li cense, This means, the new applicant for the 

second class dri ving license shall sati sfy either 2 I or above years of age or above one year 

experience wi th firs t class driving license, and the same is true in all other classes, 

In this case therefore, the age limit requirement, the improvements in competency which are 

instrumental in having the license seem to be waived, This must be seriously scrutini zed 

taking into consideration the responsibility to be assumed next and not just the increment in 

the number of years that lapsed, 

14 2 . Ibid 
143, Ibid Art. 7 
144 ,Ibid 
145 See artic le 192 of Ihe civ il code of the empire of Ethiopia and Art icle 2 15 of The Rev ised Fami ly Code Of 
Eth iopia 
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Concerning the necessary qualifications attached to the attainment of any class of operations' 

licenses, the following requirements are expected to be satisfied by the applicant: 146 

A. Knowledge of the traffic rul es: it includes the appl icants' knowledge of traffic rules, 

the meaning of various traffic markings, signs and signals, the speed limits and any 

other rules set for the operation of motor vehicles on the roads as set forth in laws or 

regulations in force. 

B. Competency to drive: it refers to the practical demonstration which determine the 

applicants abil ity to handle and operate effecti ve ly and safe ly including the applicants 

contro l of the vehicle at all time, applicants ability to operate the vehicle smoothly 

and confidently, and the applicants conscientious compliance with all relevant traffic 

rules, observance of all road signs and signals and observance of speed lim its. 

C. An acceptable physical fitness: in this case the examination includes the VISion, 

hearing and general health of the appl icant. Moreover, the law extends this 

examination even to the renewal of the license; the officer is entitled to order the 

exam ination again whenever he/she has reasonable cause to suspect the existence of 

any physical disease, disabili ty or conditions that compromise with the safe operation 

of the motor vehicle . 

But, th is examination IS not put into practice so far. Once the operator is granted the 

operators' license, he/she is not subject to re-examination. The writer conducted an interview 

with lOften! drivers on thi s issue and all the interviewees have ascertained that, they are not 

re examined by the officers. 147 They ['urther said that, there are even some persons with 

defective vision or hearing operating a vehic le. But no one requires them to be re-examined 

or refuses to renew their license. 148 This makes the license a life term certificate. 

The basic purpose of the renewal is to check and reassure at least the satisfaction of 

necessary physical conditions. But, practice has attested that the renewal of operators ' 

license is targeted primarily on the co llection of fees generated from the service. This in turn 

jeopardi zes or compromises public safety at large. 

''' .. Aniele 9and 10 of Lega l NOliee No. 36211969, Regulalions Issued Pursuanl To the Road Travel and 
Transport Proclamation, 1967, Nega. Gazze,No,9 
147 Interview with the 10 drivers December 12-15,2007 Addis Ababa 
''', Ibid 
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The license upgrading system is al so the other practica l pro blematic issue in Ihi s concern . II 

s impl y relies on experience. Accordingly, achieving one and above year experience in each 

class of operators' li censes enables the operators to obta in the nex t grade. 

The purpose of class ify ing the driving license as such is to restrict the persons with less 

grade operat ing license from operating the veh icles that need hi gh grade driving li cense. The 

required operat ing skill is different frol11 vehiclc to ve hicle. Even though. the con tri bution \)\. 

expe rience is indisputable, it should not be taken by itse l r as a lessee passe to the next class. 

Thus, it is bdter to take it as a supplementary requirement in add ition to the necessary 

technica l skill s. Moreover, it should be well acknowledged to differentiate the operati ng 

license on the basis of vehicle type and service. Thi s means, the license given to passenger 

transport vehicle operators diffe rs from the license to freight transpo rtatio n. The same should 

also be true for tax i transport vehicle operato r and inter-urban bus transportati on service 

vehicle operator. But, we see that the law has given consideration onl y to the size of the 

vehicles. Nonetheless, there should be other contingent considerations in working with the 

same class of vehicles like training how to hand le customers which should be given due 

consideration. 

Passenger transport vehicle operators need to have m Ic!as[ essential kno w-how on the safety 

and fair tr,;RlIl1ent of passenge rs The day to day activities of these transport operators arc 

closely tied with the publi c because of the serv ice de li vered by them. Hence, in order to 

make the service sa fe , effic ient and qual itative, the tra ining manual for these operators 

should include vital principles and procedures 01' se rvi ce del ivery. In my 

interview with some officials of RTA, I have understood that thi s concept has been given 

emphasis lately and wi ll be implemented in the near future. 148 

The other critical issue that ought to be given proper insight is the quality of the training 

given to the trainee. In thi s case, it is cognizabl e that the techn ical know- ho w and 

com petence of driving is a~quired through training. Thus. in o!·d-:r to get c0 111petent operato rs 

the qual ity of such training should get the concern of the regulatory agency. 
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According to Article 7(2) U) of Proclamation No.468/2005, the RTA has the duty to issue 

and follow up the implementation of directives relating to the licensing of driving schools 

and instructors. From thi s we can infer the emphasis of the law for the qual ity of the training 

given to the trainee. 

Currentl y, there are many private dri vi ng schools established in Addis Ababa and other 

towns. There are also individuals engaged in thi s acti vity. Most of the individuals have no 

licenses to train. They simply rent their car for the self trainee and help the self trainee only 

in that moment. They don ' t bother about the quality of the training and the skill acquired by 

the trainee. They only seek the car rent. Moreover, even the existing schools which we have 

referred to above do not offer qualitative training. In this connection, I have made an 

interview with 8 /eight/trainees/ out of which four of them are self trainees and the rest four 

are trained in driving schools. The first four interviewees have responded that the training is 

not qualitative and not enough as they can't be offered to have sufficient timing because of 

the payment they incur for the rent of the car. 150 The training is usually made by using a 

private car renting which is costly. In thi s regard, the remaining four interviewees concur 

with the earlier ones in respect of quality. According to them, even worse is that, private 

schools are not well equipped with necessary training equipments. 151 They haven' t enough 

vehicles corresponding with the number of their trainees. Hence, a brief time of l5/fiftien/ 

minutes practice hour in each day is allotted to them, which definitely is not enough to grasp 

all the techniques and ski ll s of driving. 152 

While the responsibility to make a supervisory control is under the umbrella of RTA' s 

power, its practical task is confined only to the issuance of license. Practical supervisory 

control has not yet been conducted by the Authority now.153 Thus, getting a license without 

grasping the necessary sk ill s becomes an easy practice. Because of thi s, the quality of driving 

in Ethiopia is very poor and it is cited as the leading cause for creating frequently happening 

fatal accidents. 

'''.Interview with the 8/eight! trainees, 27 -28, Dec, 12007, Addis Ababa 
15 '. Ibid 
'''. Ibid 
IS] Interview with the 4/fourl Trainers, 27, Dec., 12007, Addis Ababa 
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, I 

I 
The third critical point which I have intended to discuss is the practical application of 

competence examination for app licants to get the dri ving permission. In principle, thi s 

examination is used to check the quality and competence of the applicant. It distinguishes the 

competent from the incompetent. Those whose competence to dri ve is ascertained by the 

examiner are granted the certificate, and others who fai l to have the competence as 

established by the examiner for the time being are temporarily refused . 

Astonishingly, the practi cal situat ion in Ethiopia witnesses that those who do not acquire 

enough skill to drive easil y pass the exam and others who acquire the sk ill fail. In one way or 

another, it is suspected that it is related to some thing li ke oi ling the palms of the examiners; 

thi s is one of the things most talked of in most places. 

Most of the interviewees had reached in consensus on the issue at discussion that, corruption 

is the unhidden practice by examiners.154 The official recogn ition of your ab ility to dri ve 

stems from yo ur capabi li ty to pay .1 55 

In some countri es examining the capaci ty of the applicant to derive a vehicle is decentrali zed 

and outsourced to private examiners. 156 By taking the supervisory power over their act ivities, 

the regulatory agency mostl y authori zes private firms to apply the examination and made a 

report of the result with rational recommendations. I-Ience, the Licensing Authority decides 

either to grant or refuse the license depending upon this report. 

This practice may be a good lesson for Ethiopia. Decentra li zing this power and authori zing 

private intuitions/firms/as such facilitate available situat ions for the participation of these 

firms in add ition to its outcome in reducing the corrupted activities of the appointed 

examiners. Moreover, even in this situation there should be a strong exemplary measure to 

be taken on those who have committed the crime. To cut the long story short, serious 

supervisory control by the authority is deemed important. 

This authori zation is also a wise way to be extended to get the best sk ilful and qualitative 

examiners. Most of the best qualified technicians are not wi ll ing to work with the 

government because of meager payment. Thus, the suggested practice is help fu l in order to 

"'. Ibid 
'''.Ibid 
"" Ibid 
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make in use the skill of these technicians. This in turn tremendously contributes in the effort 

to minimize acc ident which cost the li ves of thousands and properties worth millions of Birr. 

The Proclamation under discussion is silent about the behavior of the driver which is the 

other vital point that should be taken into account. In my view, behavior of drivers should be 

essentiall y regulated principally in public transportation service. This service sector normall y 

needs diligent and careful persons in order to minimize the possible danger occasioning 

harm. 

Unfortunately, Article 5 (5) of the Road Code provides few about the behavior of the driver 

at work. This provision prohibits the driving of vehicle while the driver is under the 

influence of intoxicating drugs or drinks or if he is unable to drive wi th reasonable safety due 

to hi s phys ica l or mental condition. But, the Code pays no attention about the significance of 

regulating the conduct of drivers. By simply imposing a restriction of "not to drive" upon the 

drivers who are influenced in one of the above li sted conditions, the Code disregarded all the 

decisive factors governing the conduct of drivers at duty. Nowadays, the unethical conduct 

of tax i drivers and the ir ass istants turn out to be prej udicial and are exacerbating problems. 

From an interview which I had with some passengers in Addis Ababa, I have understood that 

due to the absence of a code of conduct which rules the behavior of dri vers, many passengers 

are exposed to harassment and assau lt by taxi drivers. Truly speaking, all the interviewees 

have consented on the necess ity of having a binding code of conduct. 

4.4. Safety Regulation 

Safety regulation is one of the most important regulatory aspects of road transp0l1. The basic 

objectives of all road transport safety regulations have been the prevention of death and 

injury of persons and destruction of property. 

The major vari ables which potentially endanger the safety of passengers and other persons 

and property are mostl y related to the vehicle, dri ver, nature of the load carried by the 

vehicle and the road conditions. Hence, in order to reduce the possible damages upon life 

and property of the person in particular and the economy of the country in general, 

regulatory oversight by the government is a well recognized sol ution. 
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Though there is no safety regulation unique to commercial road transport in Ethiopian, most 

of the road transport legislations deal with safety. The legislations on inspection of vehicles, 

drivers li censes, traffic control, road codes, speed limit and size and weight etc., are some of 

the fundamental regulations which relate to the safety and comfort of passengers. 

These laws are designed to apply commonly for all forms of road transport. However, as 

they are found scattered in many laws and hence not consolidated, it is not an easy task to 

find out and use these regulatory provisions. This in turn creates a basic challenge on the 

practical implementation of regulations on safety. 

It is essential that discussions on safety regulatory rules be had at least on vital safety ones. 

So, the writer discusses below on the regulatory rules at least paying special regard to the 

fundamental regulations in relation to safety to have brief understandings on the actual 

situation. 

4.4.1. Vehicle Quality Regulations 

The preamble of Road Transport Proclamation No. 468/2005 underlines that, competitive, 

safe and efficient transport service is the most important factor in economic and social 

development of a country. Accordingly, in order to achieve these objectives, there is a need 

to have regulatory contro l on the safety and efficiency of road transport. Consequent ly, the 

RTA is authorized under Article 7(3) (f) to follow up and suspend the operation of vehicles 

that could adverse ly affect the safety of the general public. ls7 

With regard to the quality of Road Transport Vehicles, Article 2/20-221 of the same law 

classifies the passengers ' transportation vehicles into commercial motor car and motor 

omnibus. The Proclamation defines commercial motor car as a public service commercial 

vehicle having accommodation for not more than twelve (12) passengers and motor omnibus 

public service commercial vehicle having the capacity to carry more than twe lve 

passengers. I S8 In thi s regard , the law makes a di stinction on the basis of the maximum 

number of passengers that can be carried by the vehicle in a single trip. Therefore, the only 

157 .Article 7/311fl of the proclamation, cited above at note 104 
'58 .Ibid Article 2/20-221 
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veh icles admitted to commercial passenger transport services are the high capacity buses, 

minibuses and modified taxis/pickups converted to carry passengers/. 

Minibuses and modified taxis are usually destined to urban transportation servIces. 

Furthermore, high capacity private buses and Anbassa city buses are among the highest 

capacity buses engaged in city bus transportation service. But, the ci ty bus service by private 

owned high capacity buses is limited to serve persons to office and release hours. Anbessa 

city bus transportation perstatal has dominated and monopolized the urban bus transportation 

servIce. 

Both Anbessa city bus and tax i transportation services do not meet the demand of users. 

Parti cularl y, Anbessa city bus renders inefficient service and even is unable to resolve its 

problems of service. 

Some of the problems identified 111 passengers' interviews are: low frequency of the bus 

service and hence, long waiting times. Crowding and over load ing was the worst-rated 

quality of service indicators. 159 These problems demonstrate an acute shortage of supply for 

city low-cost bus service related to demand. 16o Users also complain about lack of faci lities 

both at terminals and at stops along the route. Only a very small proportion of the bus stops 

have shelters. 161 Moreover, the many number of passengers using the bus in a single trip is 

also the other cha llenge on the quality of its se rvice. Eventhough the bus is designed to carry 

50-70 passengers in a single trip, the actual practice testifies that the passengers using the 

bus in a s ingle trip are estimated to 150 and even sometimes more. 

The issue of qualitaty service seems to be a forgotten rea lity by the company. It is categorical 

that safe and qualitaty service is usuall y the result of competitive market. When the market is 

competitive, the service becomes qualitati ve and efficient. But in the case of city bus service, 

the only dominant firm is Anbessa with other transport operators excluded from engaging in 

the city bus transport service and compete with Anbessa. Hence, the market has fail ed for the 

reasons just mentioned but the government is not willing to take corrective measures. 

"'. lllIerview wilh the 25 passengers, 18, Nove.-29, Dece. Addis Ababa. 
160. lbid 
16 1. lbid 
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The same is also true to the taxi service. Though the number of passengers carried in one trip 

is limited to twelve/ 12/, watching mini bus taxis carrying 16 persons or even some times 20 

passengers in one trip is usual. The respect they give to the transport regulations fluctuates 

based on the st rength or weakness of supervision and cont rol by the traffic police. 

Genera ll y speaking, the markd for lll~i transport serv iCe! is not efficient and qualitatil'e: 

There is no special quality offered by the lllxi sen icc operators. They all render a more or 

less similar service in terms of quality and effi ciency. 

Quality transport service usually necessitates the payment of additional charge beyond what 

is paid in other regular services. This charge is usually determined by the market it self. If 

the service provider has invested more to make hi s/her service more qua litative and efficient 

the law shall al low him/her to charge more to meet the specia l service costs. This in turn 

encourages these and other transport service operators to provide qualitative and efficient 

services. 

In a country where the transportation service wriff is dete rmined by onl y the government. 

quality of service is usually be low standard. That is why the quality and cflieicncy of road 

transport services in Ethiopia is very l1Iuch compromised . 

The reason lor the absence of different t a~ i transport se rvices in terms of quality and price is 

the reliance of determi ning transportation tariff ratc \\'ith the price of fuel. ,\fhen the price of 

flle! increases, the service tarif!, also i!lcreasl'~. This sitlla tion 1i.)J"ccs tIll' !;J\i ~l.'r\ · icl' III 

continue unaltered. 

When we assess the inter-urban transportation serVice, it seems somehow qualitative 

compared to the above two. The quality of vehicles becomes improved through time, the 

compet ition among the operators is also some how hea lthy. Nowadays. passengers in some 

routs have access to use the vehicles ill their choices . The responses of the interv iew with 

some inte r-urban transport USers well ascertained that thi s tnll1sportation system is 

incr~as i ngly becom ing competitive and even started to delive r qualitarive and efficient 

. 16 1 ~ I I I 'CI"IICC . loven 110ug 1 [Jere arc [\\'0 (One public o\\'ned alld another pany owned) 

Ihl SU pnL;1[ llotl.! 159 
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enterpri ses engaged in inter -urban passenger transportation serVice, both are fo rced to 

compete with others. 163 Some transport service providers are now on the verge of losing the 

market. For example, Walia inter-urban transport service public enterpri se is being pushed 

away from the market because of poor quality of its transport vehic les. 164 

This is rea lly a good start on the competiti veness of the transportation market and it may be a 

lesson for all other transportation services. By way of reiterating what qualitati ve and fa irly 

priced transportation service is some of the important achievements of competiti ve market. 

And in turn competi tive transportation market is the resu lt of correcti ve intervention by the 

government. 

4.4.2. Vehicle Inspection Regulation 

Many countri es have requirements for vehicles to be maintained in safe road worthy 

conditions before use on roads. A smaller number of countries have organizations that 

inspect some or all vehicles at regular intervals l65 and an even smaller number of countries 

ensure that the inspection are carri ed out in a fair, honest and effecti ve manner. 166 

In Ethiopia, vehicle inspection is governed by the Motor Vehicle and Trailer (Identi fication, 

Registration and Inspection) Regulation, Lcgal Notice 36011 969. Accord ingly, the regulation 

provides: 

"No motor vehicle or trailer shall be driven or operated on any road oJthe Empire unless a 

valid annual registration sticker has been issued with respect thereto and is properly 

displayed therein and unless said vehicle is driven, operated or used only Jar the purpose 

authorized on the Jace oJthe said sticker. 167 

This provision underlined the necessity of annual registration sticker, a certificate that 

ascertained the inspectio n of the vehicle. Simultaneous with the annual registration every 

motor vehicle or trailer shall be subject to inspection. According to Article 33 (2), the criteri a 

163. lbid 
'''- Ibid 
'''.Study on Road Transport Regulations, Final Report , Road Transport Authority Archi ve in, 1'302. 
''' Ibid 
l6'- Art ic le 27 of Lega l Notice 36011 969,Motor Vehic le and tra ile r/ ldentificat ion, Registrat ion and Inspection 
IRegu lation,Nega.Gaze.28'" yearNo.9 
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of inspection include; the veh icles road worthiness, its capability of performing in a safe 

manner when engaged for the purpose indicated in the application for annual registration. 

The inspection process involves among other things the checking of the proper placement of 

lighting devices and reflectors on every bus, truck, tractor, and semi-trailer and full-trail er, 

the requirements as to the adequacy of break and break performance. 168 

The fitness of any vehicle is attested by an inspection certificate valid for a period of one 

year. Except for spec ial inspection under Article 36 road worthiness by a motor vehicle is 

assumed for a period of one year between one inspection period and another. 169 

A clear and unambiguous legal framework is essential before attempting to Improve or 

introduce vehicle road worthiness testing. In this respect, the following suggestions should 

be duly considered. Accordingly, the law should be framed as: 

I. To control the proper constitution and use 

2. Having an enabling legislation which permits the regular 111 service inspection of the 

vehicle. 

Furthermore, thi s enabling legislation w ill be modified by specific regulations, which wi ll 

define standards required for testing, procedures for testing and reasons for rejection of 

different categories of vehicles and sub systems. In all these regards, the law in Ethiopia is 

compatible except the testing limitations. The criteria for approval and rejection of veh icles 

from the realm of service providing, which should however be honored are utterly missing. 

The law only embodies test procedures and requirements for the full sphere of management 

and administration of the vehicle inspection scheme. These written procedures are obviously 

essential , but if supplemented with their open access and availability to the public it will 

assure full acceptance of the vehicle inspection scheme. Since, the object of the whole 

exercise is to improve vehicle safety; there can be no reason for making any aspect of these 

procedures confidential. Therefore, the law li sts out all recognized procedures under Article 

33 of the Proclamation. 

]68. lbid A rticle 33 
]69. lbid A]1ic le 36 
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ny shall not exceed 14 meters l75 and the total height including the load thereon shall not 

eed 3.8 meters. 176 Furthermore, the overall length shall not exceed 11 meters and no 

:or omnibus shall be used in combination with any other vehicles, trailers or semi 

lers. l77 

: forego ing provisions clearly illustrate as to what extent the law takes preventive 

lsures to reduce high way accidents. However, in practice, it appears that thi s regulation 

ften ignored by the enforcement officers. Above all , the law is not clear to road users and 

cers.178 Hence, this calls for adverti sing the rules clearly, especiall y for the enforcement 

cers and operators. 

4.4.4 Traffic Management Regulation 

ffic management is one of the vi tal elements of an integrated transport strategy. Its basic 

pose is making the most productive use of the ex isting transport system by adjusting, 

pting, managing and improving the system . 

ffic management embodies wider concepts and is concerned with the comprehensive 

1agement of the road-based transport system and deals with policies and measures for the 

.re urban transport system including at least: traffic circulation, public transport on street 

,ration management and control of parking, servicing and access demand management, 

orcement of traffic regulations, road safety, pedestrians, bicycles and other non-motorized 

.icles, commercial vehicles management and environmental management. 179 

[fic management usuall y necessitates clear and unambiguous regulat ion which facilitates 

effecti ve implementation of the designed policy. Moreover, the establislm1ent of a strong 

fess ional traffi c management agency with well defined powers and responsibi lities is the 

ond essential factor in the traffic management acti vi ty. 

b id Article 5/d/. 
b id Article 51b1 
bid Article 51cl 
Interview with the 6/sixl Traffi c pol ice men.29fDece/2007.Add is Ababa 
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The present Ethiopian Road Code is based on the old Engli sh Road Code with the difference 

of introducing the right side dri ving methods instead of the Engli sh left. 18oThe regulations 

are based on the Transport Amendment Regulation No. 279/ 1963, which revised the 1943 

legislation. 

This Amendment Proclamation covers the admin istrative responsibilities; the general rules 

of behavior, standards of signs and signals, rules for proper movement of traffic on roads, 

speed limits responsibili ty of motor vehicle operators, rights and duti es of pedestrians, 

special rules for cycl ists and motor cyc li st, proper use of motor vehicle equipment, road 

signs signals and markings, authority to investigate traffic accidents, traffic accident 

reporting and information system and penal provisions. 181 

The ex isting road code is silent about speed and distance between vehicles, general 

requirements governing maneuvers, rules applicable to pedestrians ,behavior of drivers 

towards pedestrian, opening of doors, motor way and similar roads, behavior incase of 

accident, lighting, general requirements and lighting rules for the use of lights. Moreover, 

most of the provisions do not contain updated and detailed instructions. To elaborate thi s 

concept further, the road signs and signals given by the traffi c policemen (Part I. Art. 5, 

Paragraph /3/ of the Proclamation), "The driver" Part 1, Article 5, Paragraph /5/; "meeting") 

Part IV, Article 22; "Position on the carriage way/ part I. Article 6 Paragraph. (1)- (5), 

"Transport of Passengers" /Part VII Art, 43-46/ and other provisions of the code are not 

combined with and meet the factual development in the field. In addition to this, the 

implementation of the law itself is di sputable. First, there is no clear demarcation about the 

responsibility to enforce thi s regulation which actually is confused. Second, the absence of 

coordination among several officials empowered for the proper implementation of the Code 

blocked the practical implementation of traffic management. 

To add some more, the non compliance of the traffic police training at Po lice Col lege with 

the modern safety requirements/signs and signals/ and the corrupted practices of some police 

members contributes for today's infringement of the road Code. 182 

180 Study on Road Transp0l1 Regul ation , Cited above at note 165. 
'''Transport Amendment Regu lation No. 279 / 1963, Nega.Gaze.,23'" year NO.5 
J82.Supra at note 178 
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4.4.5. Environmental Regulation 

It is clear that rapid urbanization, motorization and economic growth contribute to a growing 

air po llution problem in most large developing urban cities. Stud ies on thi s issue indicate that 

the greatest damage to human health comes from exposure to fine suspended al1iculates­

particul ate matter with an aerodynamic di ameter at less than 10 microns and to end.183 Other 

pollutants of concern are sulphurdioxide (S0 2), to the extent it contributes to fine particul ates 

and long-range environmental damage; ozone (0 3), mainly in sunny, warmer locations with 

unfavorable topographic conditions, vo latile organic compounds, some of which are known 

carcinogens; nitrogen oxides (NOx), contributors to ozone formation, and carbo n monoxide 

(CO), which is assoc iated with global warming. 184 

Anthropogenic air po llution ori ginates fro m large stati onary resources/industries, power 

plants etc,), small stationary resources (small households and small commercial boilers), and 

mobile sources/traffic). 

Traffi c is a large contributor to both particulate and sulphur emissions in cities with frequent 

congestion and with large, poorl y maintained fl eet of vehicles that use high sulphur di ese l 

fuel. In cities, where lidded gasoline is still used, traffi c may contribute 80-90% uf 

atmospheric lid concentrations. In most cities gasoline vehicles are the main source of lid 

aerosol and carbon monoxide, while d iesel vehicles are major sources or reparable 

. I 185 partlcu ate matter. 

In Asia, parts of Latin America and Africa, two stock motor vehicles and three wheelers are 

also major contributors to emission of irrespirable parti culate matter. Gaso line vehicles and 

their fuel suppl y system are the main sources of volatil e organic compound emissions in 

nearl y every city. 186 

Both types of vehic les contri bute significantl y to emission of ox ides and nitrogen. Vehicles 

are the most important source of public exposure to such contaminates . Stopping the growth 

' ''. Ibid 
''' .Ibid 
''' .Ibid 
'''. Ibid 
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in motor vehic le use is neither feasible nor desi rable, given the econom ic and ot il er benelits 

of increased mobi lity and transport in Ethiopia. The challenge is to manage growth of 

motorized transport so as to maximize its benefits wh il e minimizing its adverse impact on 

the env ironment and on society. For this purpose the law empowered RTA to preparc 

standards relati ng to the smoke, gas, vapor and the like emi tted from the ~xhaust pipes of 

vehicles and trains with a view to preventing pollution tak ing into ac:count international 

criteria and the capaci ty 0(.' the country and submit and upon approval implement the 
is'' standards .. In doi ng so, the authority has ex pected to cooperate with other environmental 

instit utions. 

As regards to the laws designed for the protection of environment. the concerned author ity 

(RT A) has done nothing. The on ly .Iaw which deal s wi th environ mental issue is the 1963 

Road Code. Accordingly, the code under Artic le 5(6) provides a restri ction to drive a vehicle 

with which construction, equipment and condition are not complied with the provisions of 

the proclamation. Moreover, the Proclamation under Article 14 and 15 stipulates two 

condit ions as a conditi on of restriction. Arti cle 14 prohibits the dri ver parking on a road of 

any vehi cle which is exuding or emitting gases. smoke. vapor, oil or rul e at an amount higher 

than that usually fo r vehicles of the same type in good sta te of repa ir and which is likely to 

cause annoyance or damage to other road users. And. I\rticle 15 a!su rest. iets the driving of 

ve hicles on a road which is causing, whe ther because of the vehicle's state 01' dis repair, the 

poor condition or any of its parts or faul ty loading, more noise than is necessary fo r its 

normal operation. 

I-Iere, one can easily dig out the ambiguity faced with the two prOVISions. In the first 

provision the measurement is "usual practice" which is very vague for persons out of the 

operating practice. Even in the second provision, the conditions are more technical and 

known on ly by skilled persons. 

Generally speaking, the la;v (~til s to elaborate both conditions otherwise prov id ing in a more 

general manner. On the other hand, the law SC:CIllS focu sed only on the ve hicles in oper"ti"ll 

because the term "repair" in the lirst provision and "s tate of disrepair" in the second 

11\ 5 .I\nicJ~ 7/ 11ljl Of111t' proclamation citt.:d nbovc ,It 1l11It:JU-1. 
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provision ind icates to us that the code is sil ent about the newly imported vehicles. In my 

interview with 6/sixl traffic police men, I understood that, none of the traffi c police men 

control thi s condition. It is difficult to them to make out which one is usual and which one is 

not because of the uncertainty of the law. 188 Moreover, they have no know-how about the 

mechanical and technical parts of a vehicle. 

18S.supra at note,. 178 
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CHAPTER FIVE 

5. Types of private commercial Road transport services and 

Their Regulations in Ethiopia: the law and practice 

The market for public commercial road transport service in Ethiopia today holds about seven 

/71 types of transport services including the newly started midi -bus city transport service. 

These are urban tax i transport service, City bus transport service, airport taxi transport 

service, short and medium range transport service and Inter-Urban cross country bus 

transport service. 

Except the City bus transport service, all the rest are de-regulated and left to the private 

sector. However, with the exception of the newly started private midi-bus transport service, 

the city bus transportation has sti ll remained in the domination of the government where 

Anbessa Ci ty Bus Transport Enterpri se had held almost an exclusive franchise for urban bus 

service with in the country. In this regard , thi s paper will turn to dea l with the regulatory 

aspects of each type of Commercial Road passenger transport service regulations and the 

practice in Ethiopia. 

5.1. Urban Taxi Transport Service. 

The market for urban tax i transport service was effecti vely deregulated in 1992. Today, onl y 

individual persons and associations are allowed to operate thi s business. There is no 

government owned enterprise engaged in urban taxi transport service. Moreover, thi s service 

sector is almost free from any barriers set by governmental intervention. Particularly, the 

entry and ex it processes in thi s service sector are tota lly free from any governmental control 

except the regulations designed as checks on the satisfaction of prerequisites calculated by 

the government agency in order to protect public interests . Hence, any person can freely 

engage in this business sector simply by [l.dfilling the licensing requirement from the 

Ministry of Trade and Industry and the requirement of certification fo r the quality of ve hicle 

from the Road Transport Authority. 
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There is no separate regulation particularly applicable to the taxi transport service sector in 

Ethiopia. 189 All the regulations on the transportation industry are also commonly applicable 

to the taxi transport. 190 

The serv ice sector is free from route assignment by the government. All the service operators 

are authorized to render the service in all routes of their own choice. 19 1 However, according 

to informants, the absence of route assignment either by the government agency or by the 

associations of taxi transport service providers creates a serious trouble on the users. In Taxi 

transport operators choose routes which have short distance but relatively costly charged. 193 

Moreover, most operators unculturally break their routes especially at peak times to force 

passengers to pay higher rated fares. 194 

Minibus taxis do not operate to scheduled timetables but follow the practice of full load 

di spatching. This can provide a good level of service through out the day on busy routes, but 

often results in excessive waiting time in the off-peak period for quieter routes. 195 Self ­

appointed marshals control minibus depm1ures from the terminals. Drivers effect payments 

to the marshals for their use of the terminal. 196 

However, the pricing of this transport system is not free from the control by the government. 

The average prices for shorter and longer trips are determined by the government. This may 

be justified in Eth iopia for two reasons. First, the inability of private contracting parties to 

effectively establish average pricing invites the regulatory authority to determine reasonable 

tariff. Second, the dependency of the transport price with the price of fuel de Jacto 

recognizes interventions of government in the determination of the tariff. When the price of 

fuel is raised or when the government reduces the amount of subsidy on fuel and petroleum, 

the amount of tariff charged from the users also increases. 

189 .Interview with Ato Fi seha G/ Wahid . Head of the Legal division ofERA,27 december/2007,Addis Ababa 
19° . Ibid 

191 . Interview with Ato Abebe Aya lew, Director of Public Transport division at RTA, 27 December 
12007,Addis Ababa 

192 .Interview with 18 users of Urban Taxi Transport service, 16-17 January/2008 ,Addis Ababa 
193 . Ib id 
193 . Ibid 
195. Ibid 
I"- Ibid 
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For these reasons. the government is still in vo lved in determining the priee It)r taxi tranSplli'l 

service. This in turn forces the lrtl l1s port()t ion service to re ma in one and t h~ same \...' \ '(:1") 

where in the country. Accordingly, there is no special service offered by the operators. 

Moreover, there is no spec ial tariff for special service. Hence, thi s influences the serv ice 

sector to remain ineffi c ient and problemat ic. 

Currentl y, the governmcnt has planned to ass ign routes fo r taxi transpoi'l. 197Thi s is intended 

to reduce the problems the public faces at large. Moreover, the importance of adopti ng 

di fferent taxi transport se rvices is getting ad miss ion by the govcrnment '9~ Hence, de pending 

upon the quality and effi c iency of the services offered by each service provider, tax i 

transport services will be categorized as more special, spec ial and ord inary in the near 

f 199 B'd' ' 11 b . d' I r f' . '110 ·uture. eS I es, taxI transport operators WI c orga nize In t)e lorm 0 compan les. -

This move increases the negotiati ng powcr of the operators and allows thcm to olTer qual it )' 

and effi cient services. 

5.2. M idi-Bus Ci ty Transport Service 

It is a vcry reccnt city bus transport system ava iled by the newly arrived buses. Moreover. it 

is a new beginn ing by private city bus transpo rt operators. Be fore the arri va l of these buses. 

the city bus transport se rvice rcma ined under government monopoly. Currentl y the 

govenm1ent in some situations admitted the engagement of individual operators in the 

business and imported midi-buses and di stri buted it to indi vidual operators wit h 

30%payment and 70% loan. The "I re ror thi s service is (icier-m ined h, ' the gll\'er11l1ll·1l1. It is 

almost the same with the fare cha rged by taxi transport se rvice operators. Moreover, the 

route is assigned by the gove rnment. Though, there are different complains from the users, it 

is a step forward by the government to allow individuals parti c ipate in the market. 

Furthermore, thi s advancement indicates the steps forward to the complete withd rawal of the 

government from thi s market. 

197 Ate J tined in Sancio, Minister of transport and COml1lU Il icnl iOIl, Reporter gazette. Volume ! 3 ,No. 121799, 
Wednesday I G, December 2000 EC 
198 Ibid 
199 Ibid . 
200 Ibid 
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Furthermore, this advancement indicates the steps forward to the complete withdrawal of the 

government from this market. 

5.3. City- Bus Transport Service 

This service sector is the most important and relatively inexpensive and readily availab le 

transpOt1 service sector particularly to people li ving in towns. City bus transport service in 

most countries is highly subsidized by the government. 

City bus transport service sector in Ethiopia is the only road transp0l1ation sector that is 

skipped from the 1992 over all business deregulation. The service generally is restricted to 

the government. Hence, the publicly owned Anbessa City Bus Service Enterpri ses has held 

an exclusive license for urban bus serv ice within the country. In practice, it sti ll holds almost 

a monopoly of conventional bus transport services. 

Anbessa was originally a privately owned enterprise holding an exclusive permit for the 

provision of passenger transport services in the city. But, it was later nationalized in 1974. 

The federal government now owns the company, and operates the service in Addis Ababa 

and Jimma towns. Moreover, its operations are financially supported by the administration of 

the towns. 

This Enterpri se maintains detailed records of its passenger carryings. The total carryings are 

estimated at between 650,000 and 700,000 trips per day, equating to over 1500 passengers 

per bus per day.20 t 

Its' services are operated to scheduled running times. And, the times for all routes are the 

same for each trip, irrespective of time of day or the direction of travel. As a result, trips are 

often lost at peak times when buses cannot keep their scheduled times. Approximately 15% 

of scheduled trips are lost each day. 202 Terminal controllers adjust services as required to 

minimize the effects of late arrivals and lost trips, and re allocate vehicles accordingly in 

order to meet the most press ing leve ls of demand. 

201 .Road TranspOit Regulation Study Cited above at note 11 4. 
202 . lbid 
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Anbesa operated in 98 routes in the capital. 2OJ Most are radial routes to the central business 

and commercial areas of the city. The current bus routing and scheduling plan for Anbessa is 

prepared by the company. The introduction of any limited competition regime of economic 

regulation would require that this capability be transferred to the transport authority . 

The fare charged for any journey is the fare applicable to the route, and is not related to the 

distance traveled by the passenger. Authorized fares can be raised only when a new route is 

created or an existing route is altered or extended. This has provided an incentive for 

Anbessa to develop a complex network with a high degree of overlap between individual 

routes. 

Currently, Anbessa is required to act in a commercial manner, but doesn ' t have the freedom 

to set its own tariffs. These have effectively been frozen sincel992. The city administration 

has provided financial and capital supp0l1 to ensure both the continuing operation and its 

expansion to meet the growing demands. Subsidy is paid for each passenger carried. 

However, this subsidy is being progressively reduced and the city is committed to its 

eventual elimination. 

The service by Anbessa city bus Transport Company is not meeting the growing demand of 

urban transport by the public. According to the interviewee which I had on the same issue, 

users are blaming the quality and efficiency of the service currently delivered by Anbessa?04 

Furthermore, they suggest that, the absence of competitors in the sector aggravates this 

inefficiency and incompetence of the company205 

There cannot be any competition for the provision of highly subsidized bus services unless 

the conditions of such subsidy are made available equitably to all potential bidders. 

Competition could still be brought in to the operation of the service through making them 

available on operating leases to potential route contractors. In this regard, the Ministry of 

Transport and Communications has planned to offer the lease of 1000 bus routes with in the 

203. lbid , 
"4 .Interview with users, 21 ,JanualY 2008 ,Addis Ababa 
205 .Ibid 
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next months to potential route contractors 206 By now, there are about 600 persons registered 

in the ministry for thi s purpose and waiting the implementation of the plan 207 

Total deregulation of this sector according to some informants will highl y injure the interest 

of users because; private operators are not expected to continue subsidizing the sector208 

Hence, according to them it is better that the government stays there at least to balance the 

interests of the public and the providers. 

5.4. Short and Medium Range Inter-Urban Transportation Service 

Such transport service sector is most of the time carried out by middle size buses (in 

common parlance referred as "chiquantas" and "lonchinas") and mini buses which are 

colored differently from the normal taxi. 

There are also some large size buses that join the short and medium range bus Transportation 

service sector. These buses are normally used to operate on the cross country transpOl1 

service sector. However, as they become not any more accommodated in the Cross Country 

transport sector they resort to the Sh011 and medium ranges. Among the reasons attri buted are 

first, they are unfit for cross country transport (because of technicalities) and second, their 

model is not up to date to meet the demands of customers under stiff competition. 

The distance covered by thi s service sector is confined to the surrounding towns. This in turn 

enables the operators to make at least a couple of round trips daily. Moreover this service is 

mostl y rendered by transport associations. According to informants from RTA, individual 

operators are weakened in their strength to withstand the stiff competition they are subj ected 

to . For thi s reason, they are indirectly forced to join associations to enhance their competiti ve 

capabilities. 

Short and medium range bus transport service sector is the only transport sector relatively 

free from governmental intervention209 There is no route assignment by the government and 

206 .Ata Junedi n saado, Cited above at note 200. 
207 . lbid 
208 .Ato Fiseha, Cited above at note 190. 
209 .Ato Abebe Aya lew c ited at note 191. 
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even the tariffs charged by the operators fo r the service rendered is freely negoti ated among 

d 'd 210 M h . db" users an provi ers. oreover, t e routes are asslgne y aSSOCiatIOns. 

From these perspectives, the sector relative ly seems to be competitive. Nonetheless, when 

measured in light of the expected result of competitiveness (efficiency and quality), the 

practical situation demonstrates that there is no observable step forward. 

Most users complained that the competition in this sector is not that much healthy2 11 Many 

driver assistants (locally known as "woyalas") and brokers are not usually courteous; they 

mislead customers and quite often abuse and harass them 212 I have myse lf come across 

situations when these assistants pull and push customers; once I saw a woyala kicking with a 

fi st a customer for the mere reason that the customer refused to use the bus in preference to 

another one. Generally , it seems therefore that nobody is serious with what the woyalas are 

doing and saying. 

Furthermore, the transport operators delegate middlemen (brokers) to negotiate the tariff 

with the customers. Hence, there is an incessant increase in bus fares which create problems 

on the part of the passengers. Such problems are rampant especially in times of 

transportation shortage. 

The service they render is not differentiated based on effici ency or quality. Hence, like the 

taxi transport service, the service in thi s sector is the same mundane replica of what ex ists 

any where. Therefore, thi s and other practical situations dictate absence of governmental 

intervention unworthy and not meeting its purpose. Though the free enterpri se principle 

forces the government to abstain form interfering into the sector, it should still maintain its 

supervisory role so as to secure public interests. These roles can be carried out through 

setting of competition laws so that the playing field is leveled for all parties and the interest 

of the public should not be jeopardized. 

In conclusion, I hold the view that the existing di stortion in public interests and the service in 

general is because of the unwise withdrawal of the government. 

'1O. lbid 
211 .In terview with the ussers of short and medium renge transport service,20january,2008 
"'. Ibid . 
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commendable for the government to intervene for the sake of public interest. One reminder 

is that government regulation of the business is not considered as sheer intervention. But 

such recommendation does not in any way mean the government should overtake the service 

but it should regulate the sector to be competitive for public interest. 

5.6 Feeder Transport Service 

This service refers to the one which is rendered by small range taxis/commonl y call ed 

"Ladas"/. The word "feeder" is used after the tributary nature of the work the tax is are 

engaged in. Hence, their service starts from main roads and extend to the diffe rent branches 

that connect specific areas of the town and of course back to the town. 

These taxis are not actually prohibited from operating along side the roads the other taxis are 

doing. Nevertheless, for reasons of competition they do not operate altogether. The specific 

reasons are that passengers do not take them up in the presence of the normal tax is for they 

are expensive . These taxis are expensive because the number of seats is much lower than the 

normal ones and do not accommodate many passengers. Besides the type of oil they 

consume is relatively more expensive than what the normal tax is use. The intricacies of all 

these things narrow their options to operate as only feeders even in the absence of li miting 

rules/regulations. Hence, their operations in the main roads are restricted to situations where 

the normal taxis are not operating; when insufficient and during night times. In these cases, 

they free ly negotiate their fares with the passengers. 

As we ll , these taxis are not provid ing differentiated services based on efficiency or qual ity. 

Hence there is no profound competition in thi s area. The tax is are mostly operating in turns. 

There are self appointed marshals to facilitate the situation who receive certain fi xed amount 

of money for that. 

5.7. Inter-Urban/Cross Country/ Transport Service 

This transport service is the most important and usual transport service in the country. The 

service creates links between the rural population and urban dwellers. According to the road 

transport regulation survey report , inter urban cross country bus transport can be estimated to 

cover aro und 30-3 5% of the national bus neet which operates outside urban areas or serving 
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as inter urban cross country bus transport. The inter urban cross country bus fleet is 

composed of 25% of minibuses, 35% of medium buses owned by associations and 40% of 

large buses mostly owned by associations and companies214 

Interurban cross country transportation service mostly connects two or more regional states . 

That is the reason why the service is under the direct regulatory power of the federal 

government. Accordingly, the RTA is empowered to contro l and supervise all the activities 

of the operators 2 1 
5 

In practice, the service of inter urban cross country bus transport is rendered by a range of 

individuals, associations, companies and even by publicly owned enterprises. Consequently 

we come to see again thi s service sector is not totally deregulated as the government has 

reserved a room for participation. 

In thi s service sector there are no entry and exit barriers. However individual operators face 

problems of withstanding the competition to remain in the market. Therefore they are forced 

to join associations or companies.216 The transportation fares are al so determined by the 

government. The determination of fares is analyzed in terms of the number of kilometers 

covered in the trips. Besides the nature of the road as asphalted or gravel is another 

determinant for the calculation of the fares. Hence a lower amount of fares is expected when 

the road is asphalted and more so when it is gravel. As to the routes, they are assigned by the 

respective companies or associations. 

By and large, in thi s service sector there is no differentiated service provided based on 

efficiency or quality. Associations or companies are rendering almost the same type of 

service. According to the interview I had with officials of RT A, the government is on the 

verge of finali zing its study from the grassroots level to implement mechanisms for 

differentiated services. Of course there are some companies and associations which have 

required coming up with differentiated services. 

Despite the above facts , this sector is relati ve ly competitive when seen in comparison with 

other transportation services. Normally the present associations exhibit some form of 

214 .Study on Road Transp0l1 Regu latory St udy, C ited above at note 202. 
21S .Ibid 

216 .Ato Abebe Cited above at note,2 1 0 
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differentiati ons based on the dif'f'erenccs in thei r vch icles qua lity.w Gut the dil Te rent inti ons 

on quality or effic iency remain to be incidental to their orga ni zing of similar ve hicle models. 

In this service area users have the opportunity to use buses of their own choice. This means 

as passengers march and arrive to bus stations they can freely opt to the bus they consider is 

more qualitative and efficient with out the obligation to wa it for turns. The supervisory role 

of the government in this se rvice sector is re lat ively higher; controllers check the numbcr 01' 

passengers if extra is on board and the amount of fares paid is also scrut inized. 

By way of reiterat ing, as the service quite often joins two or more regions, the fede ral 

government steps in the regulatory process. However in practice con fli ct of jurisdictions is 

usua ll y observed as the regions aspire to indulge when the area of flee t is under their general 

j urisd iction. The response of some in terviewees gave hint that government should take its 

hands off from th is se rvice as it seems purposeless to remain therein. Accord ing to them, the 

regulatory aspect however should be maintained . 

Another problem assoc iated with thi s sector is the presence of out of station staged transport 

se rvices that ·piek passengers as they come at irregular places. These services are operating 

individually and out or sight and their fa res arc usual]: hi glll'r th llll the llorlll;d Pill' ,," 

According to some, these di sto rt the competi tion spirit of the cross country bus transportation 

system . 

217 Ata Fiseha,Cited nbove at note,108 
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CONCLUSION AND RECOMMENDAT ION 
I. Conclusion 

Although the normal business of a government is restri cted to protecting the coun try from 
foreign invasion and sccuring peace ful in teraction among the society, intervening in the 
business activ ities of the country is recognized as a circum locutory business of a 
government. Because of it s duty of protect ing the interest of the public, government IS 

empowered to play supplementary decisive role in the business activity of a country. 

It is a well recognized fact that, government is allowed to intervene in any market when the 
pri vate actors fai l to provide the required service in the most efficient manner because of 
imperfect information, ex ternaliti es and imperfect competition. For th is reason governments 
have justifi ed their interventions with specific regulations to correct market failures. 

Transportat ion in any country is basic need of citi zens and is recogn ized as essential for 
economic and social development. It is bccause of lack of basic infrastruct ures ancl well 
structured transportati on system that. the overall development of a eountr\ " usu;dh 
blocked . 

Transportation innuences the overall activities of a country. Movements of people and goods 
are usually depending on the performance of transport organizations and individuals who 
engage in thi s business. Hence, governmenta l supervisory control is deserved at least for the 
purpose of protecti ng the inte rest of the public and making the power of actors in the market 
paralle l. 

To achieve effective ways of monito ring the transport situation at central government level, 
interpreting the transport information and translating it in to policy act ions, laws, regulations 
and standards and fin ally advising road users and giving instructions to law enforcement 
offi cers aresome of the original roles of the government in the transpol1ation sector. 

Transport regulations issued by regulatory agencies are therefore common and ve ry 
important controlling mcchani sms used to ensure appropriate . eflicient and sustainable 
transport service in the inter~ st of citi zens. users. and ope rators. 

This regulatory control inc ludes the claims for restriction or certai n act ivities to a limited 
number of entrenched operators, fix ing of passengers' fares and fright rates, requirements of 
certain services to be provided even though they are not financiall y viable and the 
estab li shments of standards fo r safety, noise levels and exhaust emi ssion. 

Except in parti cular cases where special measures need to be taken to face cases of 
emergency, the government should reti re from manage ll1elll and operations in the transport 
sector and revise regul ations. As we ll , the government should become the real facilitator and 
regulator fo r transport se rvices to be appropria te, eflicient and sui table to the bene lit of 
cit izens, users and operators. 
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Road transport in Ethiopia can be said to ha ve passed th ree distinct historical policy approaches. Before 1974, Government was not invol ved in transport operat ions but was engaged in issu ing ru les and regulations for the free enterprise economy. During the Derg regime. the road tr~llsporl industry was centralized and th e operat ions were assumed by government owned parastatal companies. 

The transitional government since 199 1 has app lied a gradual de-regulation procedure and finally tends to li beralize and de-regu late. It is clearly expressed in the recent broad government policy objecti ves, strategies and pri orit ies that the government is comm itted in giving the private sector a substant ial role in the economic development of the count ry. To this end the government out lines a program focusing on economic stabili zation and 
structural refo rll1 measures pmticularly in the linancial scctor, publ ic en terpri se, and civil service areas aiming at remov ing cost and price di stortion and improving market related incentives so that progressively libe ralizing the economy and reducing the role of the public sector. 

The policy and strategy document recogni zes that direct suppl y of transport infrastructure and services by the public enterprise or regulated monopoly has resulted in high costs and poor quality of services. Consequentl y. lor the purpose of overcoming these inefficiencies. the strategy document underlines the need to institutional and regulatory reform in order to introduce commercial processes and competit ive pressures in the industry. 

Since the liberalization process started in 199 1, the government has made considerable economic changes by adopting policies of de- regu lat ion, privati zation and market liberali zation. In recognizing the legal right for all market players to free ly interact with each other. the government rese rves the power to regu late severa l business sec tors and delegate each mini ste ria l office to playa regulatory role ill it s own affairs. In thi s regard regulating the transport sector is the jurisdiction of the Ministry of Transport and Communication and 
the Road Transport Authori ty. Moreover, in addi ti on to the policy document that advanced liberalizing the service sector there are regulations designed by the government in order to 
oversee the acti vit ies in each services sector and a competi tion law that fac ilitate the playing 
fie ld in the market free from destructive and unit-compet itive practices. 

However, even after the taking of all these relOl"ll1 S, the transportation sec tor sti ll remalilS inefficient and ineffective to meet the demand and to satisfy the in terest of the pUblic. What"s more, the legal and practical aspects of the free enterprise transformation system designed by the government are not yet put in to pract ice. Because of these, it becomes a challenge fo r the regulatory body to safeguard the interest of the public in general and to give a reasonable return on the investment made by the opperators in particular. 

In Ethiopia, there is no declared transport po li cy. Bes ides, the road transport administration framework is complex and disarticulated horizontally among the different administrative sectors (transport , infrastruc ture, trade. trafiic polices alld finance) and vert icalh among the fede ral state and each regional sta te. There is no coopcration in an operative road transport po licy in which regulations, taxa tion, (; nlo rcement and inlormation are conceived as means for appropriate , ertic ient and sustainable road transport services. 
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There is a confl ict be tween RlA and RlC8 s role and r~ sponsibi liti~ s (Oln lapping or leleK 
of responsibilities) between the tllO institutions. In ract both organ iza ti ons arc cntitl ed to 
register, inspect vehicles, li cense of dri vers and operators. The difference in covering 
different territories (the region it self fa r the RTCSs and two or more regions ror RTA) 
creates more confusion than indica ti on. There is confusion on who should actually control 
the road-worthincss or inter- regional transport ve hi cles licensed by RTA but not controlled 
by RTA and there is sti ll conrll sill n on intcr-regional business liccnsing betwccn RTA and 
the Ministry of Trade and Indust ry. Regional operato rs. which are registered only at thc 
respective RTCSs, cannot movc outsidc their region and are obliged to operatc onl y in the 
region where they are registcred. 

Competence of driving in Ethiopia is very poor; it often causes fatal accidents. Moreover, 
annual vehicle testing is very super fi cial and almost useless. The traflic police capability to 
enforce the Road Safety Regu lations is influenced by lack of competence, resource and 
limi ted onl y on adm inistra tive and parking violations, rather than safe ty and "moving 
offences". Dri ving and vehic le road worthincss olTences rece ive little atte ntion and 
rep ression. 

Totally speaking, inefficiency and incompetence are somc of the un iquc characte ri stics ot' the 
Ethiopian Commercial Road Transport Service Sector. There is no eflicient service either in 
terms of price or service quality . The dependence of the fa re charged by service providers on 
the price 0 (' fucl ncgat ivd y inl1ueneed both the crlieiency and quality of the service. 

Even though, the system of free enterpri se econom ic orientation essentia ll y promotes the 
market determination of the amount of fare should be charged from users, the factua l 
situation forces the actors to acce pt and respect the fa re indirect ly determ ined by the 
government.. 

There is no different fa re for difTc:rent se rvice and there is no different service for diffe ren t 
fare. For this reason, qualitati ve and eflicient service is unknown and even imposs ible in the 
country. Moreover, because of the destructive competition practiced every where in the 
country, the sec tor rcmain detrimental on the interest of the publ ic. 

tvlost of th e ti lll L: . uSers nrc not th is much strong to survj, 'c the transpurtation markl't. 

Because of the absence or alrern' ll ivc se rvices in the l11urKet they are rorced to rcly on the 
market structure fo rmulated by operators. 

Honestly speaking the se lf- styled free enterprise oriented market structure in the country 
exposes the users for unprotcc ted cx ploitation of the providers. The performance of 
governmental institutions establi shed tar the purpose of supervising the actual l11arket 
practice is very week and even armed with ve ry super fi cial regulato ry powe r. RT A and 
RTCSs are ent itl ed only to conduct a study and suggest solutions. The establishmcnt of the 
Unfai r Trade Prac tice Commi ss ion is symbolic and even nonfunctional as desi red. There are 
no practi cal measures taken by the Commission except a I'cw cases via the case between 
Saint Marry University Coll ege and Rift Va lley Uni ve rsity Co llege. 

Consequentl y, it may not be mistaken to conclude that the Commercial Road Transport 
Market in Ethiopia curre ntly is in confus ion. Though, a liberal and competi ti ve 
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transportation market is the wish by the government, the practical sit uation acknowledges the 

ex istence of di storted and destructi ve market situat ions. The fu ndamental principles of liberal 

market forced thc government 10 stay restri cted rro m intervening in the market except in 

some situat ions fo r exampl e:-guaranty ing provisions, balancing market powers, protecting 

externalities and information deficiencies and supervising excessive competitions intending 

to protect the natural exis tence of the marke t. However, thi s principl e seems sound onl y in a 

developed market and undeserving in a least developed and transit ional market. 

In a transitional market the role of the government is not onl y formulating provisions. 

protecting externaliti es and informati on deficiencies and superv ising anticompetiti ve 

practices, there arc also other tasks such as building the bargaining capac ity of both users and 

providers, shap ing the market to be competitive, subsidizing the potential operators to stay in 

the market compete with the stronger one and facilitating all the necessary conditions 

including loans for persons and associations having the capacity of rendering differentiate 

services in terms of quality and efficiency. Hence, the government shall revis it its program 

and strategy in this line and assist the market grow naturall y. The government is expected to 

construct the basement before it leaves the market. It has a duty to make balance the 

barga ining power between the opcrators and the users. Moreover, the need to estab li sh 

definite institutions with apparent and special regulatory power is paramount. 

The Government in Ethiopia is still remains operating commercial road passenger 

transportation business. The Government owned Anbessa Ci ty Bus Transport Company and 

Walya In ter-U rban Cross Coun try bus transport interprise are still engaged in cit )' bus 

transport :..lnd inkr-urba ll cross c.oun try transport s~l'\'icl.·s t'L:spcCli\"CI). In additiul1 to thl...' '\l' . 

Selam Bus publi c Transport Company owned by TI'L F is also rendering the same Sen icc III 

the public. 

The operation by the government is admitted only when there is market fai lure fo r the 

purpose of correction. But, when the government continues in operation seeking more profit, 

the intervention becomes des tructive as it is in Eth iopia. The operation by the government 

particularl y in the cross country transportat ion market is not for the purpose of correcting the 

market otherwise generating profit s. Even the city bus transportation service operated by the 

government is in questi on. Because, the almost monopoly control of the government in the 

market is the most unworthy practi cal situat ion that affects the interest of the public than the 

fear that supposed to be face if private operators are admitted. 

The laws enacted to regulate the market are not clear and dispersed here and there. It is 

difficult to identify whi ch one is obliterated and whi ch one is revived . Moreover. the 

existence of aged and outdated regulations lll agni lies 

All these fGctual and practical situations fo rced the sector to reside in the middle or the' ckscn 

findi ng the foo t prints of el i [ferent count ries roofed by the si nk and flat surface sand I ~'r from 

the verbally des ired free enterpri se oriented transportation market structure of the country. 
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11. Recolllmcndations 

I. Having a clear and specific transport po licy is the pr incipal needs of any country in 
all typcs of market systcm. The existence of defined transport pol icy is a pinpoint 01' 
fina l achievement designed in the country. There is no recognized transport policy in 
Eth iopia. This makes the service sector confused and di storted. Therefore, the need to 
forl11 ul'ate exact transport policy of the country is urgent. 

Ethi opia stayed under the Dergue sociali st economy about seven teen years. Thc 
society is unfamiliar wi th tile ncw free market economic S\'stcm and ,,\'en till' 
si tuation at this time is not ack nowl edging this sudden withdrawal of the government 
from the market. Hence, there is a need to re-thi nk ing by the gove rn ment to play 
additional roles even beyond the princ iples of liberal market maintained in highly 
developed markets . Some prudent superviso ry and supplementary roles including the 
change in attitude of the ci tizens' towards the new market orientation are required 
before the government left the market free. 

In order to reach a clear functional relationsh ip between RTA and RTCI3s, the re 
should be a cleill' demill'cation of the function of the central and regional road 
transport authorit ies. It will be thc RTA' s responsibility to give overall guidelines and 
contro l to harmonize and standard ize the nat ion 's road transport activity. The RTCI3s 
as executive offi ces of these respective regional governments are responsible for road 
transport malleI'S related to their respect ive region. including commercial road 
transport that is limited in operation to their re spective region only. 

To ensure co-operation between RTA and RTCI3s and zonal departments and in order 
to assure di rect now of information v ice-versa, a collaboration office should be 
established by the Mi nistry of Transport and Comm un ication. 

5. In order to improve road transport performances in terms of operat ing costs. level of' 
service, reliability, safety and being respondent to passenger demand and needs, a 
seri es of act ions regarding the sec tor genera l frame wo rk must be undertaken. 

5. I. In order to secure qualitative and effic ient transportat ion service, it is 
advisable that the Government should differentiate each transport service in 
respect to the quality o lTe rc:d by the potcntial operators und the 1(lre cha rgcd. 

5.2 .The driving training and the dr iver test procedures should be revised and 
improved. A guideline for the training manual and procedu re should be 
prepared by the Ministry o f Transp0ri and COllllllunication and the I'especti\c 
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regional states. Moreover, superviso ry contro ls on the implementation of the 
guidelines, compliance and competence of the trainer are essential. 

5.3 ·.The ex isti ng law lays down a se ri es of l11inil11ul11 conditions for the theory 
and practical dri ving IL'St. The cxnmi ncc mll st ha ve the nccc ss(\ r~ thCI.l[\.'tic;.tl 
and prac tical knowledge of driv ing. Moreove r, he/she also should l11a ke a rull 
declaration regarding hi s/her physica l and l11 ental fitness to drive. 
Nevertheless, these conditions are uniforl11 fo r a\l levels of dri ving test and 
applied repetitively. Therefore, it is better to develop different conditions for 
each level of driving test. 

5.4 .In order to il11prove the process of annual vc hicle test, it would be better to 
conduct l11uch 111 0re errecti ve test either on a sal11ple of veh icles each year or 
invo lve aut horized pri vate garages in the activity. 

5.5 Testing of ve hicles operating in inter- regional transport service should be 
delegated to the Regional Transport and Communication Bureaus to simplify 
testing procedure in practice. 

5.6 The Procedu re lo r inspecting vehicles Illust be publi shed ckal"ll" and 
unambiguously. It should be available ror members or the public "Ill> " 'ish tll 
prepare their vehicles lo r the test, lor garages in vo lved in the repair and 
maintenance of such vehicles and for the examiners themselves to ensure that 
they carryout the test correctly. 

5.7 A clear, legal fral11e work is essential before attempting to il11prove or 
introduce veh icl e road worthiness testing. Thc law should be fral11ed firstl y to 
control how vehicles should be constructed and used, secondl y as enabling 
legislati on which permits the regular, in-service inspection or vehicle. 
Therefore; the exi sting leg islations should be replaced by specific regulations 
which defi ne standards and procedures required for test ing, and reasons lor 
rejection of different categories of vehicles and systems. Test procedures and 
requirements shall also include the fu ll sphere of management and 
administration of the veh icle inspection scheme. 

6. The funct ion of the police force in a country should be tn enforce the 1;1\\. II i, 
important thaI the poli ce arc not directly in\'ulvcd in a tes ling or inspec lion "r 
vehicles for two reasons. The first is that, in 1110st cases poli ce ha ve very little 
technical knowledge and secondly, that there may be a confl ict of interest between 
the po lice who have just carried out an inspect ion and the po lice who ordered the 
vehicle to stop. The police certainly have a part to play in the enforcement of laws 
and regulations via the medium of randol11 roadside checks. However, the 
organization of these should be that the police stop the vehicles, inspect the 
docul11ents and charge the dri ve r if necessary while authori7.ed ve hicle inspcctors to carry out the technica l inspection of the vehicle. Vehi cle weight checking can also be 
incorporated in such inspec ti ons and sllch a comb ined task force can form a vcry 
lIseful enforcel11ent too l for long and short peri ods. 

81 



I '., 
I 

, 
l ( 

, J 

7. A city based traffic managcmcnt agency wi th wc ll dcli ncd responsibilit ics and 
accompanying powers to fullill the tasks required for elTect ive traffic management 
should be establi shed. 

8. The aim of traffic police forces tends to be kept tratli c moving rather than achiev ing 
a balanced traffi c management strategy, which places priori ty on the improvement of 
mobili ty of people not vehicles. Policy directions for traffi c po lice are likely to be; 

8.1 .1 The tral'fic police ro le (as ide from vehic le and drive r li cc nsing. road 
IVonhincss inspcc ti on etc) should be conli ned to trani c rcgula ti on 
enlarccl1lent ami to accidcnt reponing. 

8. 1. 2 While traffic management agency should be responsible for planning, 
designing and operating all traffic schemes, it is an essential part of that 
process in which the traffic police should be consulted and in formed at all 
stages of scheme deve lopment. 

8. 1. 3 Trafllc pol icc training and fam iliarizati on wilh thc obj ect ives of traJ'li c 
managcment should be improved 

9. The pri vati zation of i\ nbessa City Bus Company is al ready decided by the 
government together with othcr parastatcl fre ight transport companies. The 
privati zation of the company will bring more effecti ve use of resource and probably a 
ri se in fiu·cs. To guarantee the ri ght to access transportation to the popu lat ion. spec ific 
targeted subsid ies should be studied. The ci ty bus transponation s\,s tCI11 nl'ccb 
nevertheless 10 be rest ructured , openi ng to dilTcrcnt potential operators in thc largc 
city bus transportat ion service sector. 
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Institutional perspective, (1992), Kluwer N ijhoff Publi shing, Boston­

Hague- London, 

Seheartz Lou is B.), Free enterprise and Economic Organization, Legal alld 
Related Materials, (2 nd ed. I 995),The foundation Press Inc. 

W.Streeck, Social Institutions alld Ecollolllic peljormallce,( I 992),London, Sage. 

II. Laws 

Transport Proclamation, Proclamation No.35 II 943,Nega. Gaze. ,year 2, and NO.7 

Proclamat ion No.468/2005 , a Proclamation to provide for the Regulation of Transport, 
Federal Nega. Gaze. I I th year No.58 
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Road Travel and Transport Proclamation, Proclamation No.25611967 , Nega. Gaze 
Order No.49 of 1967 

Road Transport Proclamation 1976, Proc.No. I 07, Nega. Gaze . Year 36, No.9 

TGE, Proclamation to provide fo r the Encouragement, Expansion and Coordination of 
Investment 1992, Proc.No. 15, Nega. Gaze. 51 SI yearNo. II 

FORE Labor Proclamation2003, Proc. No.337,Fede.Nega.Gaze. , I 01h year No. 12 

TGE, the Counci l of Ministers, Incorne Tax Amendment Regulation, 1993, Regulation 
No. I 251,Nega,Gaze.,53,d year, No.3 

Ethiopian Privatization Agency Establishment Proclamation 1994, Proc.No.87, 
Fed. Nega. Gaze. ,53,d year,No.67 

Official quarterly Report of EPA, 1998, NO.6. 

Ethiopian Trade Point Estab li shment Proclamation I 997, Proc. No.20,Jederal Nega. 
Gaze. 

FORE Proclamation to Provide for the Estab li shment of the Federal Eth ics and Unit 
Corruption Commission, 200 I , Proc.N0235, Federal Nega. Gaze,71h year 
No,23. 

The Civ il Service Reform Proclamation 2002, Proc.No.286, Federal Nega. Gaze. 

A Proclamation to Establi sh the Powers and Duties of the 
Executive organs of the State, 1995, Pproclamation No.4, Fed.Nega.Gaze , 
II th year No.58 

Road Transp0!1 proclamation, 1976, Proclamation No. I 07, Nega. Gaze., 36th year No.9 

Commercial registration and business licens ing Proclamation, 1997, Proclamation NO.67 
Federal Nega. Gaze.yd year No.25 

Trade Practice Proclamation, 2003, Proclamation No.326/, Federal Nega. Gaze, 9th 
Year, No.49 

A Regu lation issued pursuant to the Road Travel and Transport proclamation 1960, Legal 
Notice No. 3621196 1, Nega. Gaze No.9, 

The civil code of the empire of Ethiopia and Article ----of The Revised Family Code Of 
Eth iopia 

Vehicle Size and weight Regulation, 1962, Legal Notice NO.261 ,_Nega Gaze, No.2, 
31 sl October, 1962. 

Tra n s port Ame ndment Regulation 1963, No. 279, Nega.Gaze.,23,d year No.5 
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III. Other Documents 

World Bank, World Developmellt Report, 1997, Wash ington D.C: World Bank . 

Road Transport Board Mill lites, 1964, Road Transport Administration Archives 

The TGE economic policy Amharic version o/ficial docllmellt, 1991 , Mega publishing 
Enterprise. 

FDRE Indllstrial development documellt / Amharic version!, Mega publi shing 
enterprise, AA, Nehasie 1994 

Study on Road Transport Regulations, Filial Report, Road Transport Authority Archive 

The Economic Policy of the Nat ional Democratic Revolution Program (NDM) 

Reporter gazette , Volume 13, No. 121799, Wednesday 16, December 2000EC 

IV. Interviewees 
Interview with Ato Abera Tadesse, Legal expert in RTAI4, Dec. /2007, Addis Ababa 

Interview with the 19 Road transport se rvice Operators, 26, Nove. -1 2, Dece. /2007, 
Addis Ababa, Bahir Dar, Dessie. 

Interview with the 10 drivers December 12-1 5,2007 Addis Ababa 

Interview wi th the 8 trainees, 27 -28, Dec, /2007, Addis Ababa 

Interview with the 4 Trainers, 27, Dec., /2007, Addis Ababa 

Interview with the 25 passengers, 18, Nove. -29, Dece. Addis Ababa. 

Interview with the 6 Traffic police men, 29/Dece/2007, Addis Ababa 

Interview with Ato Abebe Ayalew, Director of Public Transport divi sion at RTA, 27 
December /2007, Addis Ababa 

Interview with Ato Fiseha G/Wahid, Head of the Legal division of ERA, 27 
December/2007, Addis Ababa 

Interview with 18 users of Urban Taxi Transport service, 16-1 7 January/2008, Addis 
Ababa 
Interview with the 14 cross country transport operators, 14, October, 2007 
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