
5March 11, 2016

London

S 

audi Arabia is to keep bil-
lions of dollars of mili-
tary equipment it is buy-
ing from France after 
cancelling a deal to give 

the weaponry as aid to the Leba-
nese military over fears it could fall 
into the hands of Hezbollah.

Media in Lebanon had speculat-
ed that the grant was cancelled due 
to economic issues — low crude oil 
prices and its participation in two 
regional wars — afflicting Saudi 
Arabia but, Saudi Foreign Minister 
Adel al-Jubeir, at a news confer-
ence in Paris, insisted: “We didn’t 
stop the contract. It’s just going to 
Saudi Arabia, not to Hezbollah.”

“We have a situation where Leba-
non’s decisions have been hijacked 
by Hezbollah,” Jubeir said. “The 
contracts will be completed but the 
clients will be the Saudi military.”

Saudi Arabia in February can-
celled the grant, called the Donas 
military aid programme, over the 
Lebanese government’s failure 
to condemn attacks on the king-
dom’s diplomatic missions in Iran. 
This was followed by travel bans 
by the kingdom. All Gulf Coopera-
tion Council (GCC) members have 
officially designated the Hezbollah 
militia as a terrorist organisation.

The French government at-
tempted to unblock the deal, with a 
spokesman for the French Foreign 
Ministry saying that the objective 
of the Donas programme was to 
contribute to “equipping Lebanon’s 
national armed forces in order to 
allow them to protect the country 
in complete independence. We are 
pursuing our dialogue with the 
Saudi and Lebanese authorities to 
reach this objective.”

The military aid programme 
had been plagued with delays and 
speculation since it was announced 
in December 2013. The aid pack-
age would have been the biggest 
in Lebanese history and was three 
times larger than the annual Leba-
nese defence budget.

The grant involved a four-year, $3 
billion Saudi pledge to buy French 
arms for the Lebanese military and 
a $1 billion support deal for the 
Lebanese police. Some weaponry 
was delivered in April 2015, a ship-
ment to the Lebanese military that 
included 48 anti-tank Milan mis-
siles. That delivery was made after 
the Saudis paid $450 million  to 
France.

Also to have been included in the 
deal were 250 combat and trans-
port vehicles, seven Cougar heli-
copters, three Corvette warships 
and a range of surveillance and 
communications equipment, plus 
training and maintenance services.

Sami Nader, head of the Beirut-
based Levant Institute for Strategic 
Affairs, told Bloomberg News that 

Saudi Arabia is unable to ensure 
that the French weapons would 
not fall into the hands of Hezbol-
lah.

“Since Hezbollah, their staunch 
enemy, has the upper hand in Leb-
anon’s decision-making system, 
the Saudis are not sure where the 
money is going and who will be 
controlling it,” Nader said.

The Iran-supported Hezbollah 
is backing President Bashar Assad 

regime in Syria’s civil war, while 
Saudi Arabia supports Sunni re-
bels. However, both sides are also 
fighting the Islamic State (ISIS).

In an unrelated development, 
France presented the National Or-
der of the Legion of Honour, the 
country’s highest award, to Saudi 
Crown Prince and Interior Minis-
ter Mohammed bin Nayef bin Ab-
dulaziz.

French President François Hol-

lande bestowed the honour on 
the crown prince for his “efforts 
in the fight against terrorism and 
extremism”. The crown prince led 
a successful crackdown on al-Qae-
da militants in Saudi Arabia from 
2003 to 2007.

France has sold billions of dol-
lars in weaponry to Riyadh and 
sees Saudi Arabia as crucial to in-
telligence sharing about jihadist 
groups.

French military supplies redirected to Saudi Arabia

French President François Hollande (R) greets Saudi Crown Prince Mohammed bin Nayef bin
Abdulaziz upon his arrival for their talks on March 4th, at the Élysée Presidential Palace, in Paris.
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 in weaponry to 
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Lebanese worry over Saudi halt of aid

S 

audi Arabia’s “punitive” 
actions against Lebanon 
exacerbated worries in 
the smaller country 
about its faltering 
economy, although its 

private sector seems to have 
escaped unscathed, at least so far, 
officials dealing with the econ-
omy said.

Riyadh has suspended aid worth 
$4 billion to the Lebanese army 
and police in retaliation for the Bei-
rut government’s failure to endorse 
condemnations of attacks against 
Saudi diplomatic missions in Iran 
in protest against the execution of 
a Saudi Shia cleric.

After the aid suspension, Saudi 
Arabia blacklisted four companies 
and three Lebanese men for having 
links to Lebanese Shia militant 
group Hezbollah, a close ally of 
Riyadh’s adversary Iran.

The moves followed the Saudi 
National Commercial Bank’s 
decision to shut its two branches 
in Lebanon, claiming economic 
infeasibility.

Amid growing worries about 
Lebanon’s economy, which relies 
heavily on investments from the 
Gulf, doing business with its pri-
vate sector and hosting its tourists, 
Nabil Itani, head of the Invest-
ment Development Authority of 
Lebanon (IDAL), said he could not 
imagine economic ties between 
Lebanon and Saudi Arabia would 
collapse.

“A large number of foreign inves-
tors in Lebanon are from the Gulf 
and Gulf markets are important 

for Lebanese exports,” Itani said. 
“These ties are too strong to be 
severed.”

About 90% of Lebanese exports 
go to Arab markets, with 70% to 
Gulf markets, he explained.

“Lebanon’s trade balances suffer 
deficits with almost all countries it 
trades with. The deficits are severe 
except with Saudi Arabia, which 
is a major importer of Lebanese 
goods,” Itani said.

Between 2003 and mid-2015, 
Lebanon received $11.2 billion in 
greenfield foreign direct invest-
ments or foreign direct investments 
in projects started from scratch 
from Gulf Cooperation Council 
(GCC) states, said Nassib Ghobril, 
head of the Economic Research 
and Analysis Department and chief 
economist at Byblos Bank S.A.L.

“This includes $1.8 billion from 
Saudi Arabia, $2 billion from 
Kuwait and $7.3 billion from the 
United Arab Emirates,” Ghobril 
said. “Targeted sectors include 
tourism, commerce, information 
technology, services, banking and 
real estate. Lebanese bank deposits 
total to $152 billion, including $32 
billion belonging to nonresidents. 
The majority are Lebanese working 
in the Gulf.”

If business ties between Lebanon 
and the Gulf falter “there will be 
trouble”, a Lebanese government 
source said, adding: “The Lebanese 
economy is very reliant on the Gulf 
— investments, tourism, remittanc-
es from Lebanese expats there, not 
to mention bank deposits. Further 
trouble is out of the question, but if 
it happens, it will be a major blow 
to the economy.”

Lebanon is already suffering 
from the war in Syria and Hezbol-
lah’s involvement there, which 
brought earlier Gulf punitive meas-
ures, including travel bans to the 
country where tourism contributes 
21% to the gross domestic product.

According to the Lebanese Tour-
ism Ministry, Saudis constituted 
80% of Gulf tourists to Lebanon in 

2014. More than 1 million refugees 
have fled to Lebanon since the start 
of the Syrian conflict five years 
ago, placing a huge strain on the 
services in the small country.

Central Bank Governor Riad 
Salameh dismissed claims that Gulf 
nationals were withdrawing depos-
its from Lebanon in a sign of soli-
darity with Riyadh’s position. “The 
Lebanese pound is not in danger 
and Lebanon’s Central Bank and 
commercial banks have the neces-
sary tools to protect the stability of 
the pound,” Salameh told Reuters, 
expressing hope for Beirut to mend 
ties with Saudi Arabia.

The International Monetary Fund 
(IMF) ranks Lebanon 36th among 
187 countries in terms of central 
bank foreign reserves, which sup-
port domestic currency and cover 
the country’s import needs. Leba-
non’s Central Bank holds $49.61 
billion in foreign reserves, the IMF 
says.

Arab deposits at the Central Bank 
are $860 million, $200 million of 

which belong to Saudi Arabia, ac-
cording to Makram Sader, secre-
tary-general of the Association of 
Banks in Lebanon. Other bankers 
stressed that they did not record 
significant withdrawal of deposits 
since Riyadh froze military assis-
tance to Lebanon.

Lebanese expats working in the 
Gulf remit around $5 billion annu-
ally, with those coming from Saudi 
Arabia leading the list.

“The Lebanese economy will ad-
versely affect once the number of 
expats working in the Gulf begins 
to decrease,” warned Mohammad 
Shaheen, chair of the Lebanese 
Council for Work and Investments 
in the Gulf. He estimates the 
number of expats working there at 
300,000 and their beneficiaries at 
600,000.

Reports have indicated that the 
UAE plans to deport 20 Lebanese 
nationals residing in its territories 
while Elie Rizk, head of the Saudi-
Lebanese Economic Development 
Committee, said 100 Lebanese 
working in the kingdom were 
scheduled for deportation. They 
are believed to be mostly Shias. The 
Lebanese government official, who 
spoke on condition of anonym-
ity, explained the 100 were jobless 
because their contracts expired and 
their companies were cutting back 
for economic reasons.

Since 2009, more than 1,000 
Lebanese, mostly Shias from south-
ern Lebanon, have been deported 
from the UAE for suspected links 
with Hezbollah.

A Saudi official, who asked not to 
be named, said GCC states planned 
specific expulsions of Lebanese 
with Hezbollah ties.

“The GCC wants to pressure the 
Lebanese government and sanc-
tion Hezbollah. No plans are there 
for exerting pressure on Lebanon’s 
private sector or the ordinary Leba-
nese,” he said.

Abdel-Rahman Ayas is a 
Beirut-based business writer.
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View point
“The GCC 
wants to 
pressure the 
Lebanese 
government 
and sanction 
Hezbollah.”

Lebanon is already 
suffering from the war 
in Syria and Hezbollah’s 
involvement there. 

Lebanon's former prime minister Saad Hariri 
(C) leaves the parliament building in Beirut, on 
March 2nd.


