
ADDIS ABABA: Businessmen who have to deal
with Ethiopia’s customs system like to joke that
if you get a permit to import yellow paintbrushes,
make sure every last one is yellow.

If an orange brush slips into the batch, let
alone a red one, forget it - your shipment will be
tied up for months. Ethiopia has achieved one of
Africa’s fastest growth rates over the past
decade, averaging up to 10 percent a year.

But investors complain about its stifling and
antiquated socialist bureaucracy, where the de-
fault answer from fearful civil servants is “no” and
importing something as mundane as cotton can
take six or 12 months.
Now they hope things
might change. Since tak-
ing office in April, Prime
Minister Abiy Ahmed has
made peace with Eritrea,
freed political prisoners
and promised to liberal-
ize the economy.

The 41-year-old says
outdated ways of think-
ing and working are
holding back his country of 100 million people,
nearly half of whom are under 15. Overhauling
the sclerotic government bureaucracy is arguably
his biggest challenge, businessmen say.

Abiy, a former military intelligence officer with
a doctorate in conflict resolution, is up against an
entrenched fear of making decisions by civil ser-
vants that delays even routine matters.

“To deliver on our grand reform agenda re-

quires a change in mindset,” said Belachew
Mekuria, head of the Ethiopian Investment Com-
mission. “It’s going to be a very interesting - and
at the same time challenging - journey.” Investors
agree, although they remain cautious.

“You don’t break down bureaucracy with a
couple of speeches. It will take a while, and
there’s the risk of disappointment,” said a Euro-
pean investor whose firm began financing two
projects several years ago.

Tradition
Reuters spoke to more than a dozen

Ethiopian and foreign in-
vestors, from entrepre-
neurs to multinationals.
All of them applauded
Abiy’s fresh approach
and hoped it would
awaken Africa’s second
most populous nation
from its security-ob-
sessed, socialist slumber.

Fear of the kind of in-
novation demanded by

local businesses and foreign investors has held
back what could otherwise become the world’s
most dynamic economy over the next decade,
said a Western investor in the media and e-com-
merce sectors.

Another problem is that Ethiopia is acutely
short of dollars because the government has
spent heavily on infrastructure before export
earnings from new sectors such as manufactur-

ing have taken off.
Several investors said getting dollars for im-

ports from local banks takes between three and
12 months as weary clerks navigate the central
bank’s paper-based FX allocation system. Such
idiosyncrasies have their roots in a bureaucracy
established over a century ago by King Menelik,
who built Ethiopia’s railways, telegraph network
and tax system, earning comparisons to German
nation-builder Otto von Bismarck.

Unlike other African countries, Ethiopia then
remained largely untainted by outside influence

because it avoided long periods of colonization.
“The bureaucracy is a very old one. It is also
typical of a kind of monarchical tradition. Every
institution has its own systems, its own turf, its
own compartmentalized mandate,” said
Belachew.

The system became even more rigid under
the Derg military regime that overthrew Em-
peror Haile Selassie in 1974, and then under
the Marxist-Leninist EPRDF that came to
power in the early 1990s after the toppling of
the generals. — Reuters
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New PM pledges to overhaul way country is run

ADDIS ABABA: People walk past a shopping mall in Addis Ababa, Ethiopia. — Reuters

Turkish lira skids past
5 to dollar and stocks
drop on sanctions move
ISTANBUL: Turkey’s lira tumbled to a record low beyond 5 to
the dollar yesterday, after Washington imposed sanctions on two
of President Tayyip Erdogan’s ministers over the trial of a US pas-
tor accused of backing terrorism.

The sell-off, which also hammered local stocks and Turkey’s
debt risk profile, reflected deepening investor concern over ten-
sions with the United States, a NATO ally and major trading
partner. The White House announced sanctions against Justice
Minister Abdulhamit Gul and Interior Minister Suleyman Soylu. It
blames both men for involvement in the arrest and detention of
Andrew Brunson, an evangelical Christian pastor from North Car-
olina who has lived in Turkey for more than two decades.

Brunson is charged with supporting the group Ankara blames
for orchestrating an attempted coup in 2016. He denies the
charges but faces up to 35 years in jail. “Further escalation in the
standoff could prompt further capital outflows and have a nega-
tive impact on the confidence in the economy,” said Jakob Chris-
tensen, head of emerging markets research at Danske Bank.

“This is one of the key risks for Turkey, but you also have
the underlying structural weaknesses in the economy, which
are exacerbating these geopolitical concerns.” The lira hit a
record low of 5.0934 to the dollar, recovering to trade at
5.0400 by 1127 GMT. 

The cost of insuring Turkey’s debt against default spiked to
the highest in more than six years, while the BIST 100 share index

tumbled more than 2 percent, with banking stocks among the de-
cliners. The lira has lost a fifth of its value this year, battered by
rising inflation and concerns over the central bank’s independence
in the face of repeated calls by Erdogan for lower interest rates.

‘Hostile action’ 
Turkey’s Foreign Ministry said it would retaliate against what

it called Washington’s “hostile” action. “We call on the US admin-
istration to walk back from this wrong decision,” it said in a state-
ment on Wednesday. “If the Turkish response is a measured one,
there might be room for a measured relief. But without more vis-
ible steps to deescalate, the medium- to longer-term path for the
lira would be weakness again,” said Inan Demir, senior emerging
market economist at Nomura. — Reuters

Bahrain government 
rejects parliament’s 
subsidy reform plan
DUBAI:  Bahrain’s government has rejected parliament’s
proposals to reform allowances paid to Bahrainis squeezed
by years of austerity on the grounds that they would break
government spending caps, lawmakers said.

After oil prices fell in 2014, pressuring state finances,
Bahrain cut subsidies and raised taxes and fees to control its
deficit. But the austerity has angered some Bahrainis and
prompted a backlash in parliament.

Bahrain, which lacks the ample oil reserves of fellow Gulf
states, has held off on fresh austerity measures, such as the
introduction of value-added tax, until parliament agrees on
a new system to compensate low- and middle-income citi-
zens for increases in the cost of living.

The proposal submitted by parliament would have re-
quired an increase in government spending at a time when
Bahrain is struggling with a current account gap and a large
deficit, which have dragged down prices of its bonds and
weighed on the dinar.

“The government has indeed asked us to review our pro-
posal,” Jamal Fakhrou, the head of parliament’s technical
commission in charge of the reform, told Reuters. — Reuters

ISTANBUL: A display of foreign exchange rates against Turkish liras
as people change their money at Istiklal avenue in Istanbul. — AFP


