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Zemen Zerihun thought he’d left farming behind and
found the ticket to a better life when he began a job
cutting fabric for a clothing company at a massive

industrial park in southern Ethiopia. But the 22-year-old
ended up quitting within months, weary of working eight
hours a day, six days a week and still not making ends
meet earning $35 a month. Managers were so strict they
would go into bathrooms and yank out workers deemed to
be taking too long, he said.

His supervisor would loudly berate him as “slow” and
“lazy” when he failed to keep pace on the production line,
he told AFP. “After I joined the company, I suffered,” he
said. “The supervisors treat you like animals.” Experiences
like his highlight a major challenge facing Ethiopia’s push
to embrace industrialization and become less dependent
on agriculture. By attracting foreign investors through
cheap labor, it wants to follow the model of China and oth-
er Asian nations in creating a robust manufacturing sector
that can offer badly needed jobs for its young workforce.
But despite high unemployment, young Ethiopians are not
going along with it, preferring to quit rather than stay in
jobs where they feel underpaid and disrespected.

Thousands of employees have already walked out of
the country’s new and burgeoning network of industrial
parks. At the Hawassa Industrial Park, where Zemen
worked, staff turnover in 2017-18 “hovered around 100
percent,” according to a May 2019 report from the Stern
Center for Business and Human Rights at New York
University. The added recruitment and training costs are a
main reason why, in the eyes of manufacturers, Ethiopian
labour has “turned out to be considerably more costly than
the government had initially advertised,” the report said. 

Government officials say they are taking steps to
address workers’ concerns while balancing them with
industry representatives’ interests. But labor organizers
argue the measures are too little, too late, leaving them no
choice but to begin unionizing the parks - a development
Zemen says is long overdue. “The government needs to
pay attention to what is happening in the industrial parks,”
he said. “They think they are giving everyone good jobs,
but some of the workers, they are really struggling.”

A lofty vision 
Prime Minister Abiy Ahmed sees industrial parks as an

important engine of growth that can help stave off unrest
ahead of elections tentatively planned for August. Yet the

strategy was adopted several years before Abiy came to
power, after the government realized in 2014 that agricul-
ture couldn’t provide enough jobs for a booming popula-
tion, said Arkebe Oqubay, an architect of the strategy and
now special adviser to the premier.

Ethiopia is one of Africa’s fastest-growing economies
but youth unemployment remains a major problem. The
World Bank estimates that two million people enter the
workforce every year. Despite long-running efforts to
restructure the economy, officials estimate that manufac-
turing still only makes up 10 percent of economic activity.

As they work to ramp up the sector, officials say they
have learned the lessons of places like Bangladesh - where
at least 1,134 people were killed in the Rana Plaza factory
collapse in 2013 - and are committed to avoiding unsafe
and unsustainable working conditions. The flagship
Hawassa park, a campus of 52 factory sheds occupied by
American, European and Asian companies producing gar-
ments and textiles, opened in 2017. Its roughly 30,000
workers sew fabric into T-shirts, sportswear or other
sought-after items. By year’s end, some 30 industrial parks
will be operating across Ethiopia, specialising in sectors
like machinery production and information and communi-
cations technology, Arkebe said. Currently 12 parks have
been built. The parks have already yielded dividends,
Arkebe said, raising foreign direct investment to $4.3 bil-
lion in 2017 - a fourfold increase over five years earlier.
But wage levels are under the spotlight.

Attracting investment 
The $26 monthly base pay at Hawassa makes Ethiopian

garment workers the lowest paid in the world, the NYU
Stern Center report said. Though the amount is not
uncommon for entry-level employees in a country with no
minimum wage, workers say it barely covers food, trans-
port and rent. Even those leasing cramped apartments
with three or four co-workers and sleeping in shifts on
shared mattresses say they don’t make a decent living.

Eight months after resigning, Zemen is living with his
family and still looking for a new job, but he has no regrets.
He’d rather grow food for himself on the family farm than
toil at the factory which he’d initially seen as his escape, he
said. He is far from the only worker to have quickly grown
disillusioned when the reality of factory life failed to match
his expectations. 

Tony Kao, deputy general manager of JP Textile, said

Hawassa workers faced challenges switching from agricul-
tural to industrial work. “It took some time for them just to
learn industrial work. They now have to be on time to work
and now they have to learn new skills, they have to learn
how to operate the machines which is a whole new chapter
for them,” he said. Medihant Fehene left her Hawassa fac-
tory job, too. “I’d have to wake up to catch the bus at 5:30
to start work at 6:00, or if I took the afternoon shift I
would not get home until 11:30, when it’s dark and not safe
for a woman to be outside,” she said. 

Among measures the government is exploring to
address such frustrations is giving companies land for dor-
mitories for workers to rent at subsidized rates, Arkebe
said. However, he also defended low wages, saying they
help ensure firms invest in Ethiopia rather than countries
where manufacturing is more established. “If wages are
high and investment doesn’t come, new employment is not
going to be created,” Arkebe said. “The livelihood of
workers can improve when their productivity improves,”
Arkebe added, comparing the process to the “industrial
revolution” in Britain and the United States.

‘It’s the future’ 
Such statements play well with industry representatives.

“Ethiopia is the garment future. Everybody’s looking at
Ethiopia now,” said Raghavendra Pattar, head of Nasa
Garment Plc in Hawassa. Ethiopian workers have had the
right to organize since the 1960s, but Pattar said he saw no
need for unions to be established at the industrial park. But
Ayalew Ahmed, vice president of the Confederation of
Ethiopian Trade Unions, told AFP that the first “task forces”
to begin organizing workers would form early this year. “If
the employers volunteer to have trade unions in the compa-
ny, that will be OK. Otherwise we will establish them out-
side the company,” he said. The government backs workers’
right to organize, provided it is not too disruptive, Eyob
Tekalign Tolina, a state minister of finance and one of
Abiy’s top economic advisers, said. Factory owners at
Hawassa meanwhile seem to face no shortage of potential
replacements for those who quit. On a recent morning,
dozens of applicants waited in line to be tested on tasks
such as threading needles or placing nails on a pegboard.
Inside the park, 22-year-old Tekle Baraso Bonsa took a
break from dyeing yarn to explain how he was using his
$33 a month wage to put himself through university. “If I
weren’t doing this,” he said, “I’d be shining shoes.” — AFP 

Angry workers spurn Ethiopia ‘industrial revolution’

Coronavirus
could also sicken 
global economy 

The rapid spread of a new coron-
avirus in China, the world’s sec-
ond largest economy, could rap-

idly weaken already fragi le global
growth as trade and oil demand slow,
analysts say. The world economy could
do without this new problem, after suf-
fering from a China-US trade war that
set global growth on a path to slow to
2.9 percent this year according to the
OECD, its slowest rate since the 2008-
2009 global economic crisis.

Many analysts share the views of US
Federal Reserve Jerome Powell who said
last week that it “very uncertain how far
it will spread and what the macro-eco-
nomic effects will be”. But “there will
clearly be implications at least in the
near term for Chinese output and I
would guess for some of their close
neighbors”, he said. China extended its
Lunar New Year holiday as a measure to
contain an outbreak that has now infect-
ed over 20,000 people and killed more
than 400, and some firms are now
extending factory closures.

As China is a key supplier of many
components this could quickly hobble
production elsewhere, as evidenced
Tuesday by South Korea’s largest
automaker Hyundai Motor suspending
all domestic production this week
because of a lack of parts from China.

‘Knock-on effects’ 
“The greater the disruption in China,

the more likely it is to spread overseas,”
said Neil Shearing, chief emerging markets
economist at Capital Economics. “Given
that China is now at the heart of many
global supply chains, this will have knock-
on effects around the world,” he added.
While Asian economies will likely be the
first to be hit, a bigger and longer disrup-
tion would eventually hurt manufacturers
further afield, as well as commodities pro-
ducers that supply China.

“Slowing Chinese domestic demand
will impact the global economy, just as it is
trying to recover from the effects of the
2018/19 trade war,” said economists at
Dutch bank ING. S&P Global Ratings

says its base-case scenario is for a halt to
the spread of the virus in April, and in May
in its worst-case scenario. “This suggests
that the peak impact on economic activity
across Asia-Pacific will be in the first and
second quarters,” it said, adding that
growth would rebound later in the year.
Michala Marcussen, chief economist at
French bank Societe Generale, said “one
can estimate that China could lose 1 point
in annual GDP and this would automati-
cally reduce global GDP by 0.4 points”.
This was still “relatively benign”, she said.

SARS comparisons? 
While China rapidly overcame the

2002-2003 SARS outbreak, some ana-
lysts warn against relying too much on
comparisons. “While useful lessons can
be drawn from the SARS experience, we
risk being too complacent by using it as
benchmark,” UniCredit Group Chief
Economist Erik Nielsen said in a recent
note to clients. “China and the global
economy are now much more integrated
than in 2003” when China accounted for
just 5 percent of global GDP, compared
to 20 percent now.

“The vast expansion in global value
chains means that disruptions to produc-
tion in China might have a larger global
impact now than then, especially if multi-
nationals shut down their Chinese facto-
ries for long periods,” he said. If the out-
break doesn’t dissipate soon, authorities
are likely to extend travel bans, con-
sumers stay at home and delay con-
sumption, while firms defer investment.
“We think it’s way too early to dismiss
this outbreak as just a brief interruption
of constructive markets - as much as we
wish it were,” concluded Nielsen.

ING calls China “the kingpin of the
global commodities market” with huge
influence over demand for the raw
materials that fuel the nation’s economy.
The oil market is already feeling the pain
as China is a major consumer. European
benchmark Brent crude was trading at
around $55 a barrel on Tuesday, having
slumped more than $10 over the past
month. OPEC members and their ally
Russia are to hold a technical meeting
on Tuesday and Wednesday to analyze
oil price falls since the outbreak of the
epidemic. Bjarne Schieldrop, chief com-
modities analyst at Nordic bank SEB,
said Chinese refineries are cutting back
on processing fuel, which means OPEC
and its allies “would potentially need to
cut an additional 2 million barrels per day
in order to avoid surplus”. — AFP

Bottled water firms 
turn on the taps with 
filters, flavors, fizz

AGerman firm backed by bottled water giant
Danone plans to launch a sparkling-water
machine for the home early next year, its chief

executive told Reuters, squarely taking aim at PepsiCo’s
SodaStream. Nestle, the bottled water market leader, is
also considering a machine for the home with filters, fla-
vors and fizz that would be a smaller version of its
Refill+ dispensers being rolled out in cafeterias, hotels
and offices this year.

Concerns about plastic waste and the environmental
impact of transporting bottled water are prompting
more people to drink straight from the tap, which is in
turn pushing water firms to come up with new products
to keep customers on board. “Bottled water as we know
it today, I don’t think will exist in 30 years. You will see
much more point-of-use solutions like ours,” said
Moritz Waldstein, chief executive of Mitte, the Berlin-
based company backed by Danone. “I am of the strong
belief that it will be a fraction of the market size that we
have today,” he told Reuters.

The global bottled water market was worth $135.6
billion in 2019, according to market researcher
Euromonitor International, and is expected to grow to
$170.9 billion by 2022, with demand expanding fastest
in Asia. Like Nestle, Mitte is betting that concerns
about plastic pollution and contamination of public
water supplies mean consumers will want countertop
devices at home that filter tap water, as well as adding
fizz and flavours like SodaStream.

In 2018, a Danone fund which invests in firms
responding to growing environmental awareness joined
a $10.6 million funding round for Mitte, which is devel-
oping a device to purify tap water and add minerals via
cartridges. Danone, the world’s third-largest bottled
water seller with brands such as Evian, Volvic and
Badoit, had slightly lower water sales in its third quarter.
It is also looking to boost plastic recycling and encour-
age alternatives - such as Mitte.

“We think there could be demand from sophisticated
consumers who for many reasons will prefer to make
their mineral water at home,” said Danone Chief
Executive Emmanuel Faber. Mitte said it received extra
funding from its shareholders in an investment round in
December, including the Danone fund, and it might raise
more money as interest had been very high.

Mitte’s first machine to go on sale will both filter and
carbonate water. Set to retail for about 200 euros
($220), it will mostly be sold online and Mitte will ini-
tially target top SodaStream markets such as Germany
and Sweden. The company also has high hopes for the
United States. When it ran an online kickstarter cam-
paign to raise funds in 2017, the most pre-orders for its
machines came from the United States, followed by
Germany and the United Kingdom.

US market fizzes
Sparkling water has long been popular in western

Europe but has only really taken off in North America in
recent years as health-conscious consumers swap
sweet colas for water, often flavoured or with infused
vitamins and minerals. PepsiCo CEO Ramon Laguarta
said in October that SodaStream, which it bought in
2018 for $3.2 billion, was doing better than it expected,
particularly in western Europe, Japan and Canada.

He said SodaStream was planning “transformational
programs” in 2020 to boost penetration in the US mar-
ket, where Costco, Home Depot and Kohl’s and Target
currently sell it, with a basic device costing about $85.
Nestle is also making a renewed drive to revive US
sales, where it has lagged rivals such as PepsiCo,
LaCroix and Coca-Cola in the sparkling and flavored
water market.

In October, Nestle said it was overhauling its water
division, which generates 9 percent of group sales, after
it posted growth of just 0.5  in the first nine months of
2019. Federico Sarzi Braga, the new head of Nestle’s
water business, told Reuters in his first interview that it
would put more focus on its premium sparkling water
brands Perrier and S.Pellegrino in the United States.

“The value we can get from functional and flavored
water is much higher,” he said. “So we play strongly in
the premium and super premium segment, especially in
sparkling.” Sarzi Braga, an Italian who started out with
Nestle in 2000 at S.Pellegrino, said products launched
last year in the United States - including Perrier mixed
with fruit juice and flavored S.Pellegrino Essenza - were
selling very well.

US sales of flavored, sparkling and functional water -
water with added vitamins and minerals - rose 8 per-
cent last year to represent 30 percent of the US bottled
water market, outpacing the overall market which grew
3.6 percent, said Euromonitor International. The
flavoured, sparkling and functional category already
makes up 45 percent of bottled water sales in western
Europe and almost 75 percent in the world’s biggest
sparkling water market, Germany. — Reuters

A picture taken on Oct 1, 2019 shows workers operating sewing machines in a garment factory at the Hawassa Industrial Park in Hawassa, southern Ethiopia. — AFP 

For China virus 
insurance, check 
the small print 

Companies and tourists out of pocket
from the global disruption caused
by the virus epidemic in China risk

meeting a cold shoulder from insurers,
industry experts warn. Basic travel insur-
ance policies are unlikely to cover epi-
demics. Instead, individuals are being
advised initially to consult their credit card
or travel providers to get refunded for can-
celled bookings, and for medical costs. 

For companies such as airlines that are
now ripping up their China plans, there
may be no recourse from their insurers,
according to Clarissa Franks, risk manage-
ment placement leader at insurance broker
Marsh in London. “The devil really is in the
details because business interruption poli-
cies, contingency policies, can cover com-
municable diseases. However, policy lan-
guage will quite often exclude this type of
disease,” she told AFP.

Ripple effects 
China has now suffered more deaths

from the new strain of coronavirus than
during the Severe Acute Respiratory
Syndrome (SARS) outbreak in 2002-03,
and cases are cropping up around the
world. The reinsurance market at Lloyd’s of
London has not seen any untoward activity
from traditional insurers looking to hedge
their exposure to risks arising from this
outbreak, two sources in the underwriting
trade said.

But in China itself, the outbreak “will
likely weigh on Chinese insurers’ earnings
and revenues in 2020”, S&P Global
Ratings said, pointing to factors such as
volatility on financial markets and reduced
face-to-face meetings with customers.
Even if they are not covered for communi-
cable diseases specifically, companies will
be checking the fine print as ripple effects
flow through their China operations and
global supply chains, following Beijing’s
decision to quarantine entire cities. 

As with SARS and other pandemics of
recent years such as swine flu, Zika and
Middle East Respiratory Syndrome
(MERS), the industry will be “paying very
close attention to this”, Association of
British Insurers spokesman Malcolm
Tarling said. He cautioned individuals and

companies: “If someone travels (to China)
against government advice, then most poli-
cies will be invalidated. If you believe your
trip is essential, you need to talk to your
insurer first.”

Risk calculus 
The closest analogy is SARS, which first

broke out in China in 2002 and led to a
slew of disputes between companies and
their insurance providers. For the travel
industry alone, the impact of SARS was
estimated by the World Travel and Tourism
Council at $30-50 billion. But China’s
economy accounted for five percent of
global gross domestic product then, com-
pared to nearly a fifth today, according to
World Bank data. More Chinese now travel
abroad than any other nationality, and they
spend the most on average while away.

The number of infections from the new
virus stands at more than 20,000, and the
World Health Organization has declared a
public health emergency. But health
experts stress its mortality rate among
patients is lower than for SARS. In a blog,
Risk Management Solutions noted that
several sporting and cultural events have
already been cancelled in China, “and all
risk stakeholders will be anxious over the
number of months before 2019-nCoV (the
novel coronavirus) is contained”.

Specialist coverage 
Leading British insurer Aviva said cus-

tomers need to have specific coverage for
“travel disruption” as part of their policy to
be sure of reimbursement for changes to
their plans. “We’re monitoring the situation
closely, but so far the overwhelming major-
ity of claims relate to customers who are
travelling to and from China,” an Aviva
spokeswoman said. Allianz of Germany said
the first port of call for individuals suffering
disruption should be their airline or travel
agency, rather than their insurer.

The company said the outbreak was
“clearly a very urgent alert” but at this
stage, normal terms and conditions of
insurance contracts applied. For airlines
and other companies in the firing line, com-
municable diseases will typically only be
covered if they have taken out specialist
coverage. But that would come at a cost
that probably outweighs the risk-benefit
return. “Traditional insurance can’t cover
everything and non-traditional insurance
will tend to carry a significant cost and
require a thorough process to determine
what an individual company needs,” Franks
at Marsh said. “It will be a very bespoke
product.” — AFP 


