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One Belt and One Road Right Through Ethiopia?

Abstract
Ethiopia is currently playing an important role in the 
PRC’s One Belt One Road Initiative that makes it 
not only critical for the future of mainland China but 
also puts their own future in a unique position as 
well. Ethiopia’s central location in the Horn of Africa, 
authoritarian regime, and large reserves of cheap fossil 
fuels have made them subject to billions of dollars’ 
worth of predatory loans from the PRC the affect of 
which is far reaching beyond their borders. Technology 
diffusion and infrastructure development has the 
potential to greatly change Ethiopia for the better or 
worse depending on how they decide to move forward.

Introduction
 Announced in 2013 by the People’s Republic 
of China’s President, Xi Jinping, the One Belt One 
Road Initiative (BRI) is a massive conglomeration 
of investment and development projects stretching 
from Asia to Europe both by land and by sea.1 Its 
goal is to reopen and rebuild the historical Silk Road 
that carried much of the world’s trade for centuries 
from Europe through Persia and India before 
finally arriving in China. To undertake this project, 
President Xi envisions huge railways, pipelines for 
energy, highways, simplified border crossings, and 
large maritime ports. With this would come special 
economic zones to facilitate the transfer of Chinese 
goods and a significant increase in the use of the 
PRC’s currency, the renminbi.2 The projected cost 
of this monumental undertaking will be in the 
trillions by the year 2027 according to Morgan 
Stanley3 and by its completion will encompass 
nearly 65 countries across both Eastern and Western 
Europe, Africa, Asia, Indochina, and the Middle 
East. While the PRC claim that the BRI’s intent is 
to facilitate free trade and generate more wealth, 
both for themselves and the countries involved in 
the BRI, western democracies are skeptical of this. 
Many of the state actors involved in or receiving 
BRI investment are either strategic interests or 
allies of the United States and there is a worry that 
further global entanglement with Chinese markets 
might shift the global power balance away from 
the United States and western democracy, towards 
the PRC and authoritarianism instead. The BRI is 
vital to the PRC’s growing economy and, as their 
middle class begins to grow, cheaper labor markets 
outside of mainland China must be found to 
manufacture their goods along with more reliable 
sources of energy. In searching for this cheap labor, 
there is a distinct correlation with low standards 
of living and, currently, Africa is host to some of 
the world’s poorest and most populous nations.
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 As the PRC’s middle class explodes, the 
historically cheap labor markets in mainland 
China are now being replaced by a populace with 
money to spend but nowhere to spend it.4 By 
2022, it is estimated that a whopping 76% of the 
urban populace within the PRC will be considered 
middle class, greatly reducing the percentage of the 
population willing to work for cheap and increasing 
energy demands.5 What this means for the PRC is 
a desperate need not only for reliable energy, but 
cheap energy, to continue steady economic growth 
and simultaneously continue expanding their 
middle class. The horn of Africa is centrally located 
near the Suez Canal linking the Mediterranean and 
Europe with the Indian Ocean and Asia; it is also 
near the Middle East where most of the world’s 
oil comes from today. Outside of the Middle East, 
Africa is already the largest supplier of oil to the 
PRC already with about 1.4 million barrels of oil 
per day.6 Angola, Sudan, Kenya, and Ethiopia have 
all received a combination of nearly $86 billion in 
government loans from the PRC over the past few 
years since the BRI was announced on infrastructure 
projects.7 Not accounted for in this number are 
the billions of dollars of private investment from 
Chinese-owned companies into the natural 
resources of these nations. Of these, Ethiopia is 
playing one of the more important roles in the BRI, 
but should they not tread carefully, the project also 
has the potential to jeopardize their own future.

Ethiopia’s Importance
 As stated above, Ethiopia is of particular 
interest to the PRC for a variety of reasons. Resources, 
location, economic ties, and diplomatic ties all 
connect for an ease of access regarding PRC foreign 
direct investment (FDI) that make expanding 
the BRI into Africa easier and more affordable. 

Why Ethiopia?
 Ethiopia is centrally located in the horn 
of Africa and close to the Middle East. It is a 
landlocked country with a landmass of slightly less 
than twice the size of Texas at around 1.1 million 
square kilometers.8 Of this, the Ogaden Basin in 

the south east region of the country is rich in both 
oil and natural gas.9 It has seen extraction since the 
early 1950s but still has large untapped reserves 
due to a lack of proper funding, infrastructure, 
and technology. However, China has already 
started building infrastructure in the region to 
extract said resources.10 Poly-CGL Petroleum is a 
Chinese-owned company that started drilling in 
2018 for oil and natural gas in the Ogaden Basin.11 

The earlier mention of Ethiopia’s landlocked 
status begs this question: how will the PRC move 
the oil and natural gas from Ogaden to mainland 
China both quickly, efficiently, and cheaply?

BRI Investments
 It is here that the BRI becomes vital 
to Chinese economic and geological activity 
in Ethiopia. Looking at the publicly disclosed 
numbers, Ethiopia has taken over $12.1 billion 
in overall debt from the PRC since 2000, and 
investments are growing by 52% a year.12 A major 
BRI investment has been the $4 billion Ethiopia-
Djibouti railway that was mainly financed via 
loans through the BRI.13 The production of the 
railway was a major milestone for both Ethiopia 
and the PRC because it connects Ethiopia to the 
Gulf of Aden via Djibouti’s ports and connects the 
PRC’s puppet companies and their infrastructure 
to Doraleh port, China’s first overseas military 
base and seaport.14 This is now Africa’s largest 
and deepest port and, as stated above, connects  
to the Ethiopia-Djibouti railway.15 As Ethiopia’s 
population and economy grow, it is important that, 
like the PRC, they have cheap and available energy 
which presents another project being backed by 
the PRC and causing diplomatic turmoil as well. 
For the PRC to be able to get the most of Ethiopia’s 
natural resources, natural gas especially, Ethiopia 
needs to be selling as much of it as possible. To free 
up large quantities of it for sale, Ethiopia must find 
its energy from another, cheaper source that would 
incentivize the sale of most of their natural gas. 
 Enter another $4 billion construction 
project, the Grand Renaissance Dam; this massive 
hydro-electric dam would span the upper reaches of 

K
yte



            

The Gold Star Journal

23

the Nile River that is so vital for neighboring nations 
South Sudan and Egypt. Egypt alone relies on the 
Nile for 90% of its water needs and damming it is 
causing significant diplomatic strife between the 
countries.16 When completed, the dam will provide 
huge amounts of clean and sustainable energy and 
reduce Ethiopia’s reliance on oil and natural gas, 
which then could be sold to the PRC. Because of 
this, the PRC has been awarded contracts to help 

speed up the construction process 
and, while not funding the 
construction of the dam outright, 
a $1.8 billion investment was promised for Ethiopia’s 
power grid.17 The key to this facilitation and a major 
reason for its success has been diplomatic efforts 
carried out by the PRC years earlier in the creation 
of specialized economic zones (SEZs) throughout 
the Middle East and Africa. These SEZs open 
the door for Chinese firms and industry on the 
promise that PRC FDI will funnel into and assist in 
developing said industry in exchange for reduced 
tariffs and economic access.18 It makes competition 
from potential western investors significantly more 
difficult, and critics argue that it can handicap 

market forces within the country to be forced into 
dealing with only one country: in this case, China.

Future for Ethiopia
 Ethiopia’s immense natural resources and 
its capability for large scale renewable energy has 
made it an ideal destination for Chinese FDI over 
the past two decades. The creation of the SEZs and 
financing of monumental infrastructure projects 

has created both positive 
and negative outcomes 
for Ethiopia. Whether or 
not the positives outweigh 

the negatives, however, is up for debate. 

First, the Bad
 It is no surprise that the PRC has been 
focusing on places throughout Southeast Asia, the 
Middle East, and Africa for their Belt and Road 
Initiative. Based on data from The Economist, 
most of the countries in these regions are either 
hybrid regimes or authoritarian regimes that grant 
virtually unchecked power to one person or a 
select group of people.19 However, predatory loan 
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practices and contracts that last upwards of 100 
years can easily be brokered by these single-person 
actors within state governments on the promise 
of riches now and consequences long after those 
responsible for signing the dotted line are gone. 
 Ethiopia is no exception and falls within this 
authoritarian regime category, which arguably may 
be part of the reason that 17.2% of Ethiopia’s GDP 
is debt to China.20 The lack of checks and balances 
in such governments allow for sweeping changes 
and grand diplomatic agreements in a short period 
that do not undergo public debate or input and 
are decided by a select few irrespective of genuine 
national interests. In Ethiopia’s case, they have 
been fortunate that the PRC agreed to a restricting 
of loans that would see payments extended 20 
years.21 But the circumstances of other countries, 
however, should serve to warn Ethiopia and provide 
examples on how single-party dictatorships’ lack of 
foresight can produce dangerous results. Sri Lanka 
is one such nation, whose debt was converted into 
a 99-year lease on a port in the Indian Ocean. 
This gives the PRC what amounts to a naval base 
off the coast of their historic rival India.22 It does 
not seem outside of the realm of possibility that 
should Ethiopia default or be unable to pay at the 
next agreed upon date that the PRC might seize 
natural resources or critical infrastructure to fill 
the debt gap as they did with Sri Lanka. Some 
critics have called these multinational “shark” loans 
neo-colonialism with extra steps. However, these 
enormous amounts of FDI funded by the PRC and 
Chinese corporations and banks create another 
dangerous side effect besides possible asset seizure. 
 Technology diffusion, usually characterized 
as a good thing for developing nations who do 
not have the hi-tech working sectors similar to 
first-world countries, is important for advancing 
Ethiopia’s economy but has ramifications beyond 
simply helping to develop the country’s technological 
infrastructure. The state-owned Ethiopian 
telecommunication company, EthioTelecom, 
announced in 2018 that the monopoly would be 
broken up and that the 60 million mobile and fixed 
line subscriber base would be sold piece meal to 
various companies.23 One company that secured a 

large portion of this deal, and has captured much 
of the African cell phone market is Transsion. This 
company offers cheaper smartphones with multiple 
sim card slots that are better at capturing darker 
skin tones in pictures, appealing to the poorer and 
predominantly African population.24 This, however, 
has been overshadowed by the fact that earlier this 
year 200,000 of their phones were found to have 
preinstalled malware called Triada, which was 
developed by the PRC to secretly collect user data 
without consent or knowledge.25 This is not the only 
example of technology diffusion playing a role in 
“digital colonialism” as is evidenced by a 100-page 
report detailing the Ethiopian government’s abuse 
of surveillance technology provided by Chinese tech 
giant ZTE.26 Used to target government dissenters 
and journalists both at home and abroad, there is 
widespread evidence that EthioTelecom would 
violate citizens’ rights by recording phone calls and 
using them to compel confessions from the minority 
ethnic group, the Oromo, which has historically 
been subject to government abuse within Ethiopia.27

Then, the Good
 It is not all “doom and gloom” for Ethiopia 
however, as the unique position it maintains in 
Africa, with relation to the BRI, has some positive 
side effects, too. The influx of foreign cash into 
Ethiopia has not gone unnoticed. This has given 
Ethiopia more influence on the global stage to 
attract investment from countries in the West who 
are wary of the PRC’s Belt and Road Initiative and 
hoping to compete. There is a perception that, 
perhaps, Ethiopia’s debt was restructured (instead 
of having national assets seized like Sri Lanka) due 
to international pressure over the PRC’s increasing 
debt incurrence while still owing the World Bank 
substantial debt itself.28 The massive amount of 
attention surrounding the BRI in recent years has 
given Ethiopia bargaining power not only in Europe, 
but in the United States as well, inviting them to 
mediate on the disputed Grand Renaissance Dam 
and encouraging FDI from American and European 
interests.29 Regardless of whether the PRC demands 
an arm and a leg down the road for their previous 
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investments, the immediate benefits are certainly 
being experienced by Ethiopia. Though not yet 
finished, the Grand Renaissance Dam is providing 
large amounts of renewable energy, the construction 
of the Ethiopia-Djibouti railway allows for the better 
exportation of Ethiopian goods to international 
markets, and Ethiopia has consistently had one 
of the fastest growing economies in Africa.30 This 
emergence of Ethiopia to the world stage spells 
good news for the country’s minorities and citizens 
in general as their human rights record is becoming 
an important factor in attracting FDI from Western 
democracies which can help to spur positive change 
which can make the government more palatable.31

Conclusion
 The historic Belt and Road Initiative 
launched by Xi Jinping’s People’s Republic of 
China has pumped absurd amounts of money 
into developing economies over the past years, 
focusing primarily on infrastructure which will 
facilitate the transfer of goods and resources over 
three continents, two oceans, and various seas. This 
initiative was launched with the intent to expand 
Chinese access to new markets for its own growing 
market at home and Africa has become a major 
receiver of the investments. This is likely due to the 
attractiveness of nations with massive population 
densities on the continent and the vast natural 
resources controlled by various dictatorships that 
are likely sympathetic to the PRC’s governing style. 
Ethiopia has either deftly or ignorantly played into 
the PRC’s hands, receiving billions of dollars for 
infrastructure projects in exchange for access to 
natural resources, a special economic zone, and 
access to the burgeoning tech market in China. In 
doing so, they have put themselves at risk of incurring 
debts they cannot repay and opened the door for 
creditor abuse in the form of national resources or 
infrastructure being seized. They have also opened 
the international door as western powers seek to 
combat the PRC’s ambitious Belt and Road Initiative 
with FDI of their own. All of this has coalesced into 
a rapidly developing Ethiopia that is brimming with 
the potential to assert themselves as a major broker 

for Africa, in relation to other nations, in the years 
to come. Additionally, the path to democratization 
may be on the horizon as well, as the infusion of 
such substantial capital has drawn Western eyes to 
Ethiopia’s questionable human rights record and 
authoritarian government, both of which need to 
be addressed should Ethiopia wish to have stronger 
international backing against potential PRC neo-
colonialism. In short, while the One Belt and One 
Road may be moving through Ethiopia, it is not yet 
clear if its effects will be for better or worse. The next 
few years of Ethiopia’s domestic and international 
actions will be watched closely by both the West and 
the East as their ramifications could bring many 
blessings or great disaster for decades to follow.
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