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Lebanese Agriculture minister bans Syrian imports

Market factors starting to support OPEC’s policies
Jareer Elass

Washington
 

T 

he failure of the Organisa-
tion of the Petroleum Ex-
porting Countries (OPEC) 
to agree a production 
“freeze”, or a production 

ceiling prompted some energy ana-
lysts to sound the death knell for 
the cartel.

The group, which soon turns 
56 years old, has just increased its 
membership to 14, welcoming back 
Indonesia and Gabon, which had 
suspended their involvement.

It is not the first time that OPEC 
has been declared as at death’s door 
for not meeting oil markets’ expec-
tations, nor will it be the last. It is 
also not the first time that OPEC 
heavyweights and regional rivals 
Saudi Arabia and Iran have been at 
loggerheads over production strate-
gies but the current chasm between 
the two OPEC powers is influenced 
largely by external politics.

That the group’s June 2nd meet-
ing was the OPEC debut of newly 
appointed Saudi Oil Minister Khalid 
al-Falih created more hype for the 
event.

Falih appeared determined to as-
suage fears that Saudi Arabia’s in-
terest in the organisation it helped 
found in September 1960 had di-
minished with the dramatic de-
parture of veteran Oil minister Ali 
al-Naimi and the ambitious and far-
reaching changes in Saudi oil policy 
masterminded by Deputy Crown 
Prince Mohammed bin Salman bin 

Abdulaziz and his proactive role in 
all oil-related matters.

Falih arrived in Vienna several 
days in advance to be briefed by 
OPEC secretariat officials and to 
meet separately with other oil 
ministers before formal delibera-
tions. There was no doubt he was 
in damage-control mode, hoping to 
mollify members who felt blindsid-
ed when Riyadh at the last minute 
vetoed a production freeze deal be-
tween OPEC and independent pro-

ducers that was being negotiated in 
Doha in April.

Falih also provided soothing 
public statements likely intended 
to counter recent comments by 
Mohammed that the Saudi govern-
ment was unconcerned about the 
state of oil prices. Falih said that 
“Saudi Arabia realises that price is 
a key part of the oil market formula 
— it balances supply and demand… 
We realise that a long time under 
lower prices does not bring enough 

supply to meet the rise in demand.”
That may have provided some 

encouragement to high-cost pro-
ducers within the organisation that 
feel Riyadh is indifferent to their 
economic plight as a result of low 
oil prices.

Tehran made it clear in advance 
of the Vienna meeting that it was 
determined to surpass its pre-sanc-
tions crude output of 4.2 million 
barrels per day (bpd) and would not 
participate in any OPEC agreement 
that would impede it hitting that 
target.

Iran has seemingly made good 
on its pledge to rapidly restore its 
oil production, with reports that 
it boosted its output to 3.6 million 
bpd in April, its highest level since 
November 2011. The question over 
Iran is of sustainability and wheth-
er its oil fields can continue to in-
crease output and maintain those 
levels.

OPEC ministers debated reinsti-
tuting a production ceiling at their 
latest meeting after agreeing in 
December to abandon their 30 mil-
lion bpd ceiling, a production target 
that was routinely ignored. While 
Saudi Arabia purportedly wanted 
a ceiling of 32 million-32.5 million 
bpd to be adopted to reflect current 
production levels from the group, 
Iran squashed that proposal and in-
stead argued for individual quotas.

Saudi Arabia ramped up its pro-
duction to 10.2 million bpd ear-
lier this year and was comfortable 
freezing at that level, anticipating 
routine higher domestic demand 
for its crude that is needed to 
meet power needs during summer 

months. In Vienna, Falih dismissed 
the notion that his country would 
further boost production to pun-
ish other producers and gain more 
market share.

“We will be very gentle in our 
approach and make sure we don’t 
shock the market in any way,” he 
said. “There is no reason to expect 
that Saudi Arabia is going to go on a 
flooding campaign.”

OPEC may be banking on the fact 
that not much needs to be tinkered 
with for the second half of 2016. 
There is the promise of improv-
ing energy demand and ongoing 
decreased output from several of 
OPEC’s own members — such as 
Nigeria and Venezuela — as well as 
falling volumes from independent 
producers, including US shale pro-
ducers, that could continue to shore 
up prices, which have rebounded to 
about $50 a barrel.

The International Energy Agency 
suggested in its May Oil Market Re-
port that, with global oil stocks ex-
pected to shrink dramatically from 
the first to the second half of 2016, 
there is reason to believe that “the 
direction of travel of the oil market 
[is] towards balance”.

Jareer Elass reports on energy 
issues for The Arab Weekly. He is 
based in Washington.
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T
he trade balance 
between Lebanon 
and its stronger 
neighbour, Syria 
has historically 
been tipped in 
favour of Damas-
cus. The Syrian 

government has closed the vital 
overland route, which used to 
transport more than 60% of 
Lebanese agricultural produce to 
Jordan, Iraq and Arab Gulf 
markets, on several occasions to 
pressure Lebanon.

Lebanese Agriculture Minister 
Akram Chehayeb reversed the 
norm in June by imposing a ban on 
the import of Syrian agricultural 
products that have been flooding 
Lebanese markets and harming 
local farmers.

“The losses in the agriculture 
sector are humongous. I am trying 
as much as possible to protect 
Lebanese interest. It is a techni-
cal, economic decision and not a 
political one, despite our position 
regarding the Syrian regime,” said 
Chehayeb, a member of the Pro-
gressive Socialist Party (PSP) led by 
MP Walid Jumblat, who is opposed 
to the Damascus regime.

“There was an utter necessity 
to take such a move to safeguard 
our agriculture and protect our 
farmers,” Chehayeb explained in an 
interview with The Arab Weekly.

Prior to the abrupt import ban, 
the ministry had taken a number of 
escalatory measures to streamline 
and control imports from Syria.

“Lebanese importers of fruit, 
vegetables and dairy products from 
Syria were requested to obtain 
a pre-import licence, which was 
granted on the basis of market 
needs and the availability of the 
produce locally. The aim was to 
have a balance between local and 
imported products and the market 
prices,” said Chehayeb.

There are realistic concerns over 
the implementation and outcome 
of the ministry’s measure because 
of the porous Lebanese-Syrian bor-
der, raising fears smuggling would 
increase.

“The problem is definitely in 
smuggling,” Chehayeb acknowl-
edged.

“In the (north-eastern) region of 
Hermel alone, there are 50 illegal 
crossings used for smuggling Syrian 
goods. Syrian produce has been 
entering Lebanon clandestinely 
through both the legal and illegal 
crossings, flooding the market and 
competing with national products,” 
he said, stressing that “the Syr-
ian authorities are responsible for 
putting a stop to the smuggling the 
same way we are responsible for 
acting here (in Lebanon)”.

Accusing authorities in Damascus 
of facilitating the work of smug-
glers, Chehayeb said: “I know that 
they can take action against those 
people. They know them very well 
and they are actually helping them 
because they bring in badly needed 
foreign currency under the current 
(war) circumstances in Syria.”

“I want to protect Lebanon’s 
economic borders. When the 
smuggling stops, we will then be 
ready to regulate imports between 
the two countries and reconsider 
our decisions. They are doing their 
interest and it is my duty to ensure 
the interests of Lebanon,” Che-
hayeb said. “Lebanon is no longer a 
playground for Syria.”

Syria was a main power broker 
in Lebanon until 2005 when it 
was forced to pull out its army 
from Lebanon in the wake of the 
assassination of former Lebanese 
prime minister Rafik Hariri, ending 
three decades of military presence. 
Damascus was suspected of having 
a role in Hariri’s death.

Lebanese agriculture was hit 
hard by the raging war in Syria, 
which closed the overland route for 
Lebanese produce to Jordan, Iraq 
and Gulf countries. According to 
the customs authorities, Leba-
nese exports to Gulf Cooperation 

Council (GCC) members in 2014 
amounted to $920 million. Another 
$256 million worth was exported 
to Iraq.

After the closure of the overland 
route more than a year ago, alterna-
tive routes by sea and by air proved 
to be costlier, resulting in a reduc-
tion of Lebanese exports.

In 2015, Lebanon exported to Syr-
ia around 35,000 tonnes of citrus 
and bananas, whereas it imported 
about 95,000 tonnes of vegetables 
and fruit, according to the presi-
dent of the Farmers’ Association in 
Lebanon.

Chehayeb’s surprise import ban 
triggered condemnation by Syrian 
authorities, who warned that Leba-
nese trade activities would also be 
affected.

The Farmers’ Association in 
Lebanon applauded the decision, 
saying it would produce a posi-
tive outcome in the early stages of 
its implementation. However, it 
warned that the issue could take a 

negative turn on the economy in 
the long term if Damascus applies 
the principle of reciprocity by clos-
ing the crossing between Syria and 
Iraq, which despite the high risks, 
is still used by Lebanese farmers to 
channel their products.

Chehayeb warned that any Syrian 
decision that harms Lebanese inter-
ests would be treated similarly. “At 
present, they need us as much as 
we need them,” he said, downplay-
ing fears of a Syrian backlash. “If 
they close the land border with us, 
we can also retort by blocking the 
transit of Syrian exports through 
our ports and airport.”

“However, we hope that we could 
reach an agreement whereby they 
would stop smuggling their mer-
chandise into Lebanon and then 
we can organise trade between us 
according to our needs and theirs,” 
he added.

Samar Kadi is The Arab Weekly 
Travel and Society section editor.
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