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Syrian economy will take decades to 
recover from war
Walid Khadduri

Beirut

T 

he Syrian Centre for Pol-
icy Research (SCPR) es-
timated that by the end 
of 2014 Syria’s economic 
losses were more than 

$119 billion in gross domestic prod-
uct (GDP) since the conflict started 
in 2011. Those losses have grown 
much larger since then and it will 
take the country several decades to 
recover, experts say.

Syria’s war is not only a tragedy 
for the state that experiences it but 
has effects on neighbouring coun-
tries and even states well beyond 
its borders.

Millions of refugees have fled to 
Lebanon, Jordan, Iraq, Turkey and 
Egypt as well as to EU countries. 
How to deal with the thousands of 
refugees seeking shelter and a new 
way of life topped the agenda of Eu-
ropean countries in 2015.

The World Bank estimates that 
48% of more than 1 million refugees 
and migrants who arrived in the 
European Union in 2015 are from 
Syria. “Due to the 5-year-long civil 
war, Syria is the major country of 
origin for people who have sought 
refuge in neighbouring countries,” 
the World Bank said.

The European Commission an-
nounced an emergency plan to 
spend more than $750 million in 
humanitarian assistance for mi-

grants over three years. It called 
on member states to lift internal 
border controls “as quickly as pos-
sible”.

The war has disrupted the Syrian 
economy. Estimates of the loss and 
destruction differ according to re-
search methodology and what seg-
ments detailed. Much depends on 
whether estimates include destruc-
tion of industrial infrastructure and 
capital flight or if it includes the 
refugee exodus, the loss of educa-
tion and the losses incurred by the 
national economy due to interna-
tional sanctions.

Syrian Oil Minister Suleiman al-
Abbas estimated the country’s di-
rect and indirect oil and gas sector 
losses at approximately $60.4 bil-
lion between 2011 and 2015. He did 
not mention whether this included 
the cost of the destruction of the 
petroleum surface facilities and 
infrastructure and whether the fig-
ure included loss of exports due to 
international sanctions or crude oil 
produced and smuggled out by the 
Islamic State (ISIS).

Syrian oil and gas surface facili-
ties have suffered a series of attacks. 
The gas fields and the country’s two 
refineries are in the western part of 
the country. They have remained 
under government control, sustain-
ing little damage.

Abbas said: “Despite the difficult 
conditions, the ministry continued 
to supply acceptable volumes of 
natural gas to the power stations 
and to repair the damaged installa-
tions so that the flow of gas contin-
ued.”

According to official figures, the 
flow of gas in 2015 averaged 14.3 
million cubic metres per day, of 
which 86% was allocated to the 
Ministry of Electricity for power 
generation and 11% to the Ministry 
of oil. Even though government 
control of gas production contin-
ued despite the war, it is about 50% 
lower than pre-war March 2011 pro-
duction figures.

Syria’s oil refineries at Homs and 
Banias processed a total of 84,000 
barrels per day (bpd) of crude oil in 
2015, about one-third of their name-
plate capacity of 120,000 bpd each. 
Because of jihadist militias’ con-
trol of the country’s oilfields, the 
Syrian government was producing 
little crude oil; as little as 40,000-
100,000 bpd, compared to approxi-
mately 380,000 bpd in 2010. Iran, 
Russia, and to a lesser extent Ven-
ezuela, supplied Syria with about 
200,000 bpd of crude oil.

The International Energy Agency 
(IEA) report in June 2015 projected 
that the development of Syria’s oil 
and natural gas resources had been 
delayed indefinitely. The report 
added that even if fighting in the re-

gion were to subside “it would take 
years for the Syrian domestic ener-
gy system to return to pre-conflict 
operating status.” Oil assets have 
been attacked by allied and Russian 

jets.
Syria’s war has also, of course, 

taken a huge human toll. More than 
260,000 people have died. The Syr-
ian Observatory for Human Rights 
said 12,000 children had been 
killed. Millions have taken refuge in 
neighbouring countries. Thousands 
are escaping daily to Europe.

It is still a mooted question 
whether many of these refugees 
will return to Syria after the ces-
sation of hostilities. Much will de-
pend on the policies of the host 
countries and whether they would 
accept the refugees as permanent 
residents.

Walid Khadduri is an Iraqi writer on 
energy affairs based in Beirut.
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Production freeze agreement allows Riyadh to buy time
Jareer Elass

Washington

F 

ollowing weeks of ru-
mours and speculation 
that sent oil prices on a 
roller-coaster ride, sev-
eral Organisation of the 

Petroleum Exporting Countries 
(OPEC) members cobbled together 
an agreement with the world’s 
largest independent producer aim-
ing to halt falling prices and spark 
a price rally. The agreement, how-
ever, fell short of market expecta-
tions.

The agreement, reached among 
Russia and OPEC members Saudi 
Arabia, Qatar and Venezuela, calls 
for a “freeze” in oil production 
at January levels until June. The 
four architects of the deal agreed 
to meet again in mid-March. This 
news caused a temporary jump in 
prices that did not last long. In any 
event, there will not likely be much 
for them to discuss.

Russia produced a post-Soviet 
era high of around 10.9 million 
barrels per day (bpd) in January, 
according to the Russian Energy 
Ministry. The International Energy 
Agency (IEA) reported that in Janu-
ary Saudi Arabia produced 10.2 

million bpd, Venezuela 2.4 million 
bpd and Qatar 680,000 bpd. 

OPEC members Kuwait and 
the United Arab Emirates quickly 
signed on to the agreement and 
independent producer Oman was 
expected to follow suit.

The dealmakers hope that the 
majority of OPEC members will 
go along with the output freeze, 
although Iran is not a party to the 
agreement. Tehran has refused 
to jeopardise its post-sanctions 
opportunities to boost produc-
tion and exports. Also, there is 
no indication that sizeable non-
OPEC producers will play along. 
Independent producers Brazil and 
Azerbaijan have made it clear they 
will not freeze output.

The accord is a compromise solu-
tion at best, as Saudi Arabia has said 

it is not willing to cut production. 
According to Saudi Oil Minister Ali 
al-Naimi: “The reason we agreed to 
a potential freeze of production is 
simply the beginning of a process 
to assess in the next few months 
and decide whether we need other 
steps to stabilise the market.”

The agreement is in force until 
June, which gives Riyadh time to 
assess how compliant Russia and 
other chronic over-producers will 
be, the effect of extra Iranian oil on 
markets and how US shale produc-
tion fares.

While putting a temporary floor 
under prices to prevent further de-
cline, the freeze agreement does 
not address the current oversup-
ply of 1 million bpd, let alone the 
oil in onshore or tanker storage. In 
fact, oil prices lost some upward 

momentum immediately after the 
Doha deal was made public when 
the US Department of Energy re-
leased data showing American 
crude stockpiles at an 86-year high.

Ultimately, OPEC members Iran 
and Iraq could be stumbling blocks 
to the success of the freeze agree-
ment. Post-sanction Tehran is ag-
gressively trying to ratchet up its 
crude production and exports to 
pre-sanctions volumes. Iraq, de-
spite ongoing internal strife, re-
cently boosted its oil production to 
record levels of 4.1 million bpd and 
is desperate for revenue.

Iranian OPEC delegate Mehdi 
Asali was quoted in a domestic 
newspaper as saying: “Asking Iran 
to freeze its oil production level 
is illogical… when Iran was under 
sanctions, some countries raised 
their output and they caused the 
drop in oil prices.”

Iranian oil exports averaged 2.5 
million bpd before sanctions re-
duced the level to around 1.1 mil-
lion bpd. 

One of the biggest issues in pre-
vious agreements between OPEC 
and independent producers has 
been compliance, with Russia re-
peatedly failing to adhere to com-
mitments. For this reason, Saudi 
Arabia will assess whether Moscow 

is serious about stabilising oil pric-
es before negotiating an arguably 
more arduous process of getting 
numerous countries to collectively 
agree to reduce output. Another 
factor that the Saudis will be con-
sidering is that US shale producers 
could benefit should a large price 
rise result from production cuts.

US shale oil output has been hit 
by sustained low oil prices, with 
production according to some 
estimates dropping as much as 
640,000 bpd from the spring of 
2015.

More telling, however, is that 
three major US shale oil firms —
Continental Resources, Hess Cor-
poration and Noble Energy — an-
nounced at the end of January 
that they were slashing capital ex-
penditures for 2016 by 40-66% as 
a result of $30-a-barrel oil prices. 
A substantial price increase could 
reverse some shale production de-
cline but that is only likely to hap-
pen when global demand rallies 
and there is a greatly reduced sup-
ply overhang.

The freeze agreement allows Ri-
yadh to buy time without having 
to make substantial changes to its 
production policy. The onus is on 
others to keep their end of the bar-
gain and it gives Saudi Arabia until 
the scheduled June OPEC meet-
ing to monitor Russia, Iran and US 
shale producers to see if oil market 
conditions improve.

Jareer Elass is a 
Washington-based energy 
analyst with 25 years of  industry 
experience and a  particular focus 
on the Arabian Gulf producers and 
OPEC.
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