
NAIROBI: Shortly after taking office, Prime
Minister Abiy Ahmed promised a spectacular over-
haul of Ethiopia’s tightly-controlled economy:
reforms to spur growth, unshackle the country’s
potential, and lift millions out of poverty. But three
years on, with elections on June 21, Abiy’s agenda
remains largely unrealized, and the country bur-
dened with debt, the economic pain of the coron-
avirus, and a costly war in Tigray.

“Things are worse now... The country is broke
and on the verge of defaulting,” said one European
diplomat, who asked not to be named. One of
Africa’s fastest-growing economies, Ethiopia took
massive loans to fund some of its flashiest infra-
structure projects, including a modern railway from
Addis Ababa to Djibouti.

But paying back its external debt-some $30 bil-
lion (25 billion euros), mostly to China-has proven
difficult. This year alone, Ethiopia owes about $2
billion to its creditors and has sought unsuccessfully
to defer payment.

“We are not now in a position to pay,” said
Alemayehu Geda, a professor of economics at
Addis Ababa University. Ratings agency Moody’s in
May downgraded Ethiopia’s credit score, following
a similar cut by Fitch Ratings in February.
Alemayehu said the problem is not the amount of
borrowing-Ethiopia’s external debt to GDP ratio
has fallen under Abiy-but a dire lack of dollars.

The country of 110 million people imports far
more than it exports, fuelling a structural deficit of
much-needed foreign exchange. 

‘A cancer’  
This currency crisis also hurts businesses, which

are often forced to wait months to secure the dol-
lars they need to run their ventures. A nationwide
shortage of cement, for example, is because manu-
facturers cannot import the spare parts needed to
run their factories, not due to a lack of raw materi-
als, said Ashenafi Endale, editor of the Ethiopian
Business Review magazine.

Inflation meanwhile-described recently by Abiy
as “the cancer of the economy”-remains high at
over 13 percent, and food costs are soaring.
Compounding the pain, Alemayehu estimated some
three to four million Ethiopians have been driven
into poverty by the COVID-19 pandemic.

The International Monetary Fund (IMF) said
economic expansion slowed in Ethiopia from nine
percent in 2019, to two percent in 2021.  However
agriculture-the backbone of Ethiopia’s economy,
contributing one-third of GDP-resisted the down-
turn, and the IMF forecasts that growth will
rebound to eight percent in 2022.

Costly war 
Abiy has acknowledged the unexpected cost of

the pandemic to his reforms. “When we designed
the reform agenda... there was no COVID-19,” he
told parliament in March. But he also blamed other
factors-a record locust invasion, serious floods “and
above all, the occurrence of widespread conflict has
forced us to waste a large amount of effort, time
and resources”.  In November 2020, Abiy ordered
troops into Tigray after accusing the region’s for-
mer ruling party of orchestrating attacks on federal
army camps.  He vowed a swift operation to bring
the dissident regime to heel-but seven months later,
the war drags on at untold cost to lives-and state

coffers. “The war itself it is very expensive,” said
Alemayehu.

“We don’t know the actual figure. When you are
firing a bullet you are literally firing a dollar... I am
sure it will be huge, no doubt about it, and it will put
pressure on the government.” The human toll of the
war has also been devastating, with the UN report-
ing 5.2 million people in Tigray need urgent food
assistance and an emerging famine threatening

some 350,000 people.
Nevertheless, Ethiopia’s economy has begun

opening under Abiy. Less than 10 percent of the
various economic sectors were open to foreign
investment when Abiy was appointed prime minis-
ter in 2018, said Olivier Poujade, founder of East
Africa Gate, a consulting firm. “Now, the opposite is
true,” he said, praising a “very different mentality”
under the new administration. — AFP
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US homebuilders 
constructing more,
but not much more
WASHINGTON: US construction firms
started more new home projects in May,
the government said yesterday, but the
progress was weaker than expected amid a
scarcity of real estate and materials that
has driven prices higher. Housing starts
rose 3.6 percent last month from April to a
seasonally-adjusted annual rate of nearly
1.6 million, the Commerce Department
report showed.

New construction started on single
family homes rose 4.2 percent from April
to a seasonally adjusted rate of almost 1.1
million annualized. “Strong demand, a need
for inventory and homebuilder optimism
will keep a floor under activity, but
builders continue to face supply con-
straints that may hamper or at least post-
pone construction,” Nancy Vanden Houten
of Oxford Economics said.

Growth was strongest in the Midwest,
where starts surged 29.9 percent, while
the South and West saw more modest
growth of 3.8 percent and one percent,
respectively. However starts in the
Northeast plunged 22.4 percent. Permits
issues, a more volatile indicator of housing
in the pipeline, rose three percent from
April figure to nearly 1.7 million, but this
was also less than expected. Single family
home permits fell 1.6 percent to a rate of
over 1.1 million.

And housing starts and permits regis-
tered in April were revised lower than
originally reported, the report showed.
The housing market boomed in 2020
despite the wider economic malaise
caused by the COVID-19 pandemic, as
buyers took advantage of low mortgage
rates to buy property.

However, that trend has drained supply
and sent prices higher, leaving firms
scrambling to build to keep up with
demand. A separate report from the
Mortgage Bankers Association showed
home-loan applications increased 4.2 per-
cent last week, after three weeks of
declines, despite the supply constraints.
But Ian Shepherdson of Pantheon
Macroeconomics said the data reinforces
his belief that last year’s housing boom has
petered out.

“We think construction has some way
further to fall, though the shortage of
inventory means that activity will remain
higher than implied by the mortgage appli-
cations data for some time yet,” he said in
a note. Nonetheless, the report said hous-
ing starts last month were 50.3 percent
higher than in May 2020. —AFP

Abiy’s promises remain unrealized amid burgeoning debt 

Workers operating sewing machines in a garment factory at the Hawassa Industrial Park in Hawassa, south-
ern Ethiopia. — AFP

Frontier closures 
hit Togo’s 
economy hard
LOME: When the global pandemic
forced Togo’s government to close its
land borders, taxi driver Kossigan lost
his lucrative business ferrying people
across the frontier. Now like many oth-
ers who lived off frontier trade, he is
still waiting for the Togo’s borders to
reopen while earning his keep as a
parking lot attendant.

“Covid-19 has killed off our busi-
ness. Some of my colleagues got sick
by doing nothing, others have
returned to their villages,” Kossigan
said. Togo-a small French-speaking
West African state squeezed between
Ghana and Benin-has been living
under emergency health restrictions
since April last year.

While the official figures show a low

level of coronavirus infections at
13,000 cases and 125 deaths, Togo has
kept up tight restrictions and the econ-
omy has been hit hard.

Economic growth was estimated at
1.8 percent for 2020 compared to a
forecast of 5.5 percent, according to
official figures. Cross-frontier trade is
essential for a small, agriculture-
dependent economy like Togo’s, with
business coming from across neighbor-
ing West African states like Ghana,
Benin and Ivory Coast. Togo’s western
and eastern borders are only 50 kilo-
meters (31 miles) apart at its southern
tip. Burkina Faso, Ghana and Benin
were among the top five destinations
for Togo’s exports in 2019, according to
the World Trade Organisation (WTO).

“My business is practically dead, I
am living a terrible situation since they
closed the frontiers as most of my
clients come from outside,” said Ablavi,
52, a cloth wholesaler in Lome’s main
market. In the next stall, Edith, a cos-
metics seller, agreed the situation was

critical. “The authorities really have no
pity on us,” she said. “Air travel restart-
ed in August, so why are the land bor-
ders still closed? It is really unjust.” 

In Deckon, a normally bustling com-
mercial center in the heart of Lome
with dozens of boutiques, banks and

companies, business owners are just as
puzzled. “I could never have imagined
this situation. Everything is almost
dead, as most of our clients come from
outside. It really is time to reopen the
frontier,” said Razack, a mobile phone
salesman. — AFP

NEW YORK: General Motors again
boosted its investments in electric and
autonomous vehicles, announcing yester-
day it is raising planned spending by 30
percent to $35 billion through 2025 as it
unveils new models and builds capacity.

The big US automaker cited strong
consumer reception to its early electric
vehicle (EV) models and beneficial public
policies as factors that give it confidence
in the investment.  The push includes the
building of two additional battery cell
plants in addition to the two factories cur-
rently under construction.   “GM is target-
ing annual global EV sales of more than 1
million by 2025, and we are increasing our
investment to scale faster because we see
momentum building in the United States
for electrification, along with customer
demand for our product portfolio,” said
Chief Executive Mary Barra.

The announcement is the latest in a
series of moves by GM since the
November election of President Joe Biden,
who has championed electric autos as a
component of the strategy to mitigate cli-
mate change. Shortly after the election,
GM had boosted its spending for EVs and
autonomous vehicle technology by $7 bil-
lion from $20 billion.

Also in November, the company withdrew
from a challenge to California’s fuel economy
rules backed by former president Donald
Trump’s administration, and in January said it
aimed to eliminate tailpipe emissions from
new light-duty vehicles by 2035.

The automaker in April announced it
was building a $2.3 billion battery cell
plant with LG in Tennessee, similar to one
now under construction in Ohio. Specifics
on the two additional battery cell plants
will be announced later, GM said. — AFP

Travellers walk to cross the Togo-Benin border located at Hillacondji. — AFP

COVID, conflict and debt hinder
Ethiopia’s economic reforms

LONDON: Britain’s small listed
companies are lagging behind
their biggest counterparts when
it comes to appointing female
board members, a survey
showed yesterday.

A report by Women on
Boards UK showed that bigger
progress had been made by the
UK’s top 350 listed companies
than those below the threshold.
“While progress has been made
over the past several years-
much of this has been driven by
the largest companies,” noted
Fiona Hathorn, chief executive
of Women on Boards UK.

“To accelerate diversity and
close the gender pay gap we
must look beyond the FTSE 350
and ensure that every company
in the FTSE All-Share (index) is
held accountable to change.”

Data on the 261 companies

below the largest 350 compa-
nies showed that 54 percent had
all-male executive leadership
teams. That compares with eight
percent for the top 350.

“This report highlights that
the job is far from done,” said
Hathorn. The study looked at
smaller companies-with a com-
bined market value of £63 bil-
lion ($88 billion, 73 billion
euros) — which “have a signifi-
cant impact on the UK econo-
my”, she added. It showed also
that 48 percent of the smaller
firms had boards featuring one-
third women, compared with 65
percent for the top 350.  British
inflation has soared to the high-
est level since before the coron-
avirus pandemic, with clothing,
fuel and oil prices rebounding
as the economy reopens, official
data showed yesterday. —AFP

GM lifts electric auto investment 
to $35bn through 2025

Small UK firms trail big
peers on female directors

GM announced that Cadillac will be at the vanguard of the company’s move towards an all-
electric future.  — AFP


