
WASHINGTON: The US government shutdown on
Saturday became the longest in history and is taking a
growing bite out of the world’s largest economy with
each passing day, economists say.

While most of the 21 “lapses” in government spending
since 1976 left barely a scratch on economic growth, the
length of this shutdown makes it harder to say just how
bad the impact could get.

“It’s not a hard stretch to say that initially it’s smaller
and then it expands, the pain starts to widen,” Beth Ann
Bovino, chief US economist at S&P Global Ratings, told
AFP. “Think of it as a butterfly effect.”

With about a quarter of the federal workforce affect-
ed, the shutdown is currently squeezing an estimated
$1.2 billion a week out of the economy, Bovino said, but
that figure could grow if it drags on.

At the current rate, within two weeks it will have cost
America more than the $5.7 billion US President Donald
Trump is demanding for a wall on the border with
Mexico, the dispute with Congress that led to the failure

to pass funding for government operations.
Following extended closures in 1995 and 2013, the US

economy continued to grow while stock markets mainly
went sideways. And GDP growth lost in one quarter can
rebound in the next as the government springs back to
life and workers recoup lost salaries. But some losses can
never be recovered. In myriad but often unseen ways, the
$4 trillion federal budget is felt in the daily lives of all
Americans, well beyond the 800,000 government work-
ers now going without pay-many of whom missed their
first paychecks on Friday.

Switching off even a part of the government means
that life force quickly begins to bleed away. Payments to
farmers and poor families, craft beer labels, food inspec-
tions and economic data all have fallen victim to the
budget impasse.  Meanwhile, tax refunds and borrower
income verifications crucial to the mortgage industry
were briefly up in the air with billions at stake.

“The tentacles start to touch many avenues of life and
that’s a very sad thing,” Bovino said.

US Coast Guard cutters, their crews working without
pay, on Monday began icebreaking at commercial ports
in the frigid waters of Great Lakes near the Canadian
border so local steel mills can remain supplied with iron
ore. Meanwhile, farmers cannot collect aid payments
designed to help ease the pain caused by Trump’s trade
war with China.

Hurting the poorest most 
Small Business Administration loans to help mom-

and-pop businesses trying to invest, hire and grow have
been delayed. There are no government loans for seeds
or cattle feed and none of the regular Agriculture
Department data about crop yields and commodity
prices that farmers depend on to plan for the coming
year. Permits from some oil and gas drilling-which feeds
into GDP calculations-are delayed.

Bloomberg estimates that government contractors are
losing $200 million a day, cutting revenues for defense
industry giants like Boeing, General Dynamics and

Leidos. Tourism at the country’s 400 national parks nor-
mally generates a reported $18 million a day, but with
some parks unattended and many services halted, local
restaurants, hotels and shops are losing customers.

Government assistance to feed the poorest Americans
is funded through next month only.

None of this includes the hardships felt by the
380,000 federal workers who have been furloughed or
the 420,000 who are deemed “essential” but are work-
ing without pay. They owe an estimated $438 million a
month in rent and mortgage payments, according to the
real estate firm Zillow. Around the Washington region,
home to about 20 percent of the federal work force,
restaurants are sitting empty, taxis are idled and traffic
increasingly moves with eerie ease along the capital’s
choked boulevards. Yingrui Huang, an engineer for a
defense contractor at NASA’s Goddard Space Flight
Center in Maryland, said his company is normally at
work building weather satellites and telescopes for the
government but is shuttered until further notice. —AFP
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Saudi to set up 
$10bn oil refinery 
in Pakistan
GWADAR, Pakistan: Saudi Arabia plans to set
up a $10 billion oil refinery in Pakistan’s deepwa-
ter port of Gwadar, the Saudi energy minister
said on Saturday, speaking at the Indian Ocean
port that is being developed with the help of
China. Pakistan wants to attract investment and
other financial support to tackle a soaring cur-
rent account deficit caused partly by rising oil
prices. Last year, Saudi Arabia offered Pakistan a
$6 billion package that included help to finance
crude imports.

“Saudi Arabia wants to make Pakistan’s eco-
nomic development stable through establishing
an oil refinery and partnership with Pakistan in
the China Pakistan Economic Corridor,” Saudi
Energy Khalid Al-Falih told reporters in Gwadar.
He said Crown Prince Mohammad bin Salman
would visit Pakistan in February to sign the
agreement. The minister added that Saudi Arabia
would also invest in other sectors.

Beijing has pledged $60 billion as part of the
China Pakistan Economic Corridor (CPEC) that
involves building power stations, major highways,
new and upgraded railways and higher capacity
ports, to help turn Pakistan into a major overland
route linking western China to the world.

“With setting up of an oil refinery in Gwadar,
Saudi Arabia will become an important partner in
CPEC,” Pakistan Petroleum Minister Ghulam
Sarwar Khan said. The Saudi news agency SPA
earlier reported that Falih met Pakistan’s petrole-
um minister and Maritime Affairs Minister Ali
Zaidi in Gwadar to discuss cooperation in refin-
ing, petrochemicals, mining and renewable ener-
gy. It said Falih would finalize arrangements ahead
of signing memorandums of understanding.

Since the government of Prime Minister Imran
Khan came to power in August, Pakistan has
secured economic assistance packages from
Saudi Arabia, the United Arab Emirates and
China. In November, Pakistan extended talks with
the International Monetary Fund as it seeks its
13th bailout since the late 1980s to deal with a
looming balance of payments crisis.

The Pakistani prime minister’s office had said
on Thursday that Islamabad expected to sign
investment agreements with Saudi Arabia and the
UAE in coming weeks. — Reuters

Longest shutdown taking a growing bite out of the economy

Shutdown could send US economy into tailspin

EL PASO, Texas: People shop in the stores near the border crossing with Mexico, as the United States government continues its shutdown over a fight to fund more border wall construction on Saturday in El Paso, Texas. President
Donald Trump wants $5.7 billion to build additional walls along the US-Mexico border and the Democrats oppose the idea. — AFP

Outrage as Mnangagwa 
raises gas prices 
in Zimbabwe
HARARE: Zimbabweans reacted with outrage yesterday to a
sharp rise in the price of fuel announced by President
Emmerson Mnangagwa in a move to improve supplies as the
country struggles with its worst gasoline shortages in a
decade. After years in international isolation, Zimbabwe’s
economy has been in decline for more than a decade, with
cash shortages, high unemployment and recently a scarcity of
basic staples like bread and cooking oil.

In a televised address on Saturday, Mnangagwa said
prices of petrol and diesel would more than double to tackle
a shortfall caused by increased demand and “rampant” illegal
trading.

The main labour alliance Zimbabwe Congress of Trade
Unions (ZCTU) said the government had demonstrated a lack
of empathy for the already overburdened poor by introduc-
ing the more than 100 percent hike. “Workers’ government
has officially declared its anti-worker, anti-poor and anti-
people ideological position by increasing fuel prices.
Workers’ salaries have been reduced to nothing and our suf-
fering elevated to another level,” it said.

Opposition Movement for Democratic Change (MDC)
leader Nelson Chamisa said: “We have a national crisis which
is descending into a humanitarian crisis.

“We believe this crisis requires all hands on the deck. We

will lead and stand ready to play a key role in finding a lasting
solution.” Evan Mawarire, a cleric and activist who led anti-
government protests in 2016 that shut down major cities, said:
“You have cornered us and you leave us no choice. It’s time
to mobilize every person who truly loves Zimbabwe.”

Looking tired after spending his second night in a petrol
queue in Avondale suburb, motorist Edmore Phiri said: “We
are not going anywhere with these piecemeal solutions that
are not solutions. Those in government may not admit it but
they know in their hearts that they have failed. — AFP

HARARE: A motorcyclist with two jerry cans attached to his motor-
bike counts his bond notes at a fuel station in Harare. —AFP


