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Israel to pay 
Turkey $20 
million 
compensation

Lebanon’s 
tobacco industry 
is booming

Norway opens $1 
billion credit line 
for Iran

Norway has offered Iran a $1 bil-
lion credit line following a meeting 
in Tehran.

Norway’s Foreign Minister Borge 
Brende and Iranian Foreign Minis-
ter Mohammad Javad Zarif signed 
three “export credit” deals aimed 
at funding “development and infra-
structure projects”, Iran’s Foreign 
Ministry said in a statement.

A landmark deal between Tehran 
and world powers, signed in July 
2015, saw many international sanc-
tions on Iran lifted in exchange for 
curbs to its nuclear programme.

European countries have been 
keen to do business with one of the 
last frontier markets but Washing-
ton has maintained sanctions re-
lated to Iran’s human rights record 
and missile programme.

“After the lifting of sanctions, 
good opportunities have emerged 
for cooperation and Norway is 
ready to utilise the post-deal situa-
tion to expand cooperation in vari-
ous fields,” Brende said, according 
to the official IRNA news agency.
(Agence France-Presse)

Turkish lawmakers submitted to 
parliament a settlement deal under 
which Israel would pay Ankara $20 
million in return for Turkey drop-
ping outstanding legal claims, end-
ing a six-year rift.

Relations between the two coun-
tries crumbled in May 2010 after 
Israeli marines stormed a Turkish 
ship to enforce a naval blockade of 
the Hamas-run Gaza Strip, killing 
ten Turks on board.

Israel had already offered its apol-
ogies for the raid. Both countries are 
to appoint ambassadors and Turkey 
is to pass legislation indemnifying 
Israeli soldiers as part of an agree-
ment partly driven by the prospect 
of lucrative Mediterranean gas 
deals.
(Reuters)

The Syrian civil war has been a 
boon for Lebanon’s tobacco indus-
try.

George Hobeika, a senior official 
with the main state-owned tobacco 
factory, said consumption of some 
local brands in Lebanon has more 
than tripled in five years and em-
ployees, even working around the 
clock, are pressed to meet demand 
for locally made cigarettes.

The huge influx in Lebanon of 
refugees from Syria and the closure 
of Syrian cigarette factories due to 
the war, created unprecedented de-
mand for Lebanese-made tobacco 
products.

Many refugees opted for the Leb-
anese brand Cedars, which is simi-
lar to Syria’s popular Hamra brand. 
The introduction of new premium 
brands — Cedars Silver and Cedars 
Plus — has cut into the market share 
of expensive important brands.

As a result, Lebanon’s govern-
ment-owned Régie Libanaise des 
Tabacs et Tombac — the only firm 
authorised to produce and import 
cigarettes and tobacco — is one of 
the few institutions to actually put 
money into the state’s coffers.
(The Associated Press)

BriefsSaudi petrochemical giant sets its 
sights on US Gulf Coast
Jareer Elass

Washington

T 

he announcement by Sau-
di Basic Industries Corpo-
ration (SABIC) of a pos-
sible joint venture with 
ExxonMobil in a large 

petrochemicals complex along the 
US Gulf Coast is a sign it is seeking 
a more significant foothold in the 
US market where it says it can find 
cheaper and more abundant sup-
plies of natural gas feedstock than 
at home.

One factor that may have influ-
enced SABIC’s look westward for a 
production site was the Saudi gov-
ernment’s decision to reduce ener-
gy subsidies, which resulted in ris-
ing domestic natural gas and ethane 
prices.

SABIC, which is 70% owned by 
the Saudi government, has had a 
35-year partnership with ExxonMo-
bil focusing on the Yanpet complex 
in the Red Sea port city of Yanbu 
in western Saudi Arabia and the 
Kemya facility in Jubail in Eastern 
province. SABIC has numerous pet-
rochemical operations in Europe 
and Asia but only a limited presence 
in the United States.

In June, ExxonMobil and SABIC 
announced they were considering 
developing a giant petrochemical 
complex in Texas or Louisiana that 
would take advantage of cheap and 
readily available shale natural gas 
supplies produced in the region 
for feedstock in the production of 
chemicals and plastics. The part-
ners said they would perform stud-
ies and work with local and state of-
ficials to determine a potential site 
that would take into account appro-
priate infrastructure access before 
making a final decision.

The focal point of the complex 
would be a 1.8 million-tonne-a-year 
ethylene steam cracker that would 
supply two polyethylene plants and 
one mono-ethylene glycol plant. 
Should the plans move forward, the 
facility would take several years to 
complete.

SABIC Chief Executive Officer 
(CEO) Yousef Abdullah al-Benyan 
said in a statement: “We are focused 
on geographic diversification to 
supply new markets. The proposed 
venture would capture competitive 
feedstock and reinforce SABIC’s 
strong position in the value chain.”

Indeed, it is that competitive 
feedstock that is encouraging SABIC 
and ExxonMobil to look to the US 
Gulf Coast for a new production 
complex rather than expanding 
their operations in the kingdom. In 
December, the Saudi government 
slashed the subsidy on the price of 
ethane — the kingdom’s main feed-
stock for petrochemicals manu-
facturing — hiking its price 133% to 
$1.75/million British thermal units 
(MMBtu) and increased its long-
standing domestic natural gas price 
from $0.75/MMBtu to $1.25/MMBtu.

In May, SABIC Chief Financial Of-
ficer Mosaed al-Ohali indicated the 

company was specifically looking 
to the less expensive US shale gas 
supply to help SABIC’s production 
growth. “We see growth chasing 
where feedstock is competitive,” 
Ohali said, “and the US is top of the 
list.”

As significant as the domestic 
price of ethane has been on SABIC’s 
growth opportunities, the issue 
of limited natural gas availability 
within the kingdom is another key 
factor prompting the company to 
look to the United States for feed-
stock. In the spring of 2014, SABIC’s 
then-CEO Mohammed al-Mady re-
vealed that a lack of Saudi natural 
gas supplies constrained SABIC’s 
growth, saying: “The shortage of 
gas and many sectors competing 
for it have made internal expansion 
very hard.”

Such competition includes the 
$20 billion petrochemical complex 
being built by Sadara Chemical 
Company, a joint venture between 
Saudi Aramco and US-based Dow 
Chemical Company. The first of the 
complex’s manufacturing units was 
launched in December 2015 with 
the plant expected to be fully op-
erational in 2017. The facility was 
designed to run more than half of 

its operations on naphtha as an al-
ternative feedstock to ethane but it 
already is demanding large volumes 
of gas and will require even more 
when the complex is fully on stream 
next year.

Domestic pricing issues and po-
litical differences between govern-
ment and oil officials have long 
constrained development of Saudi 
Arabia’s natural gas assets. Saudi 
Aramco is being pushed to greatly 
expand its gas production over the 
coming decade, effectively dou-
bling it to 23 billion cubic feet per 
day (Bcf/d).

Saudi Oil Minister Khalid al-Falih 
recently indicated that one goal 
set out in the kingdom’s National 
Transformation Plan was to boost 
the share of natural gas in Saudi 
Arabia’s energy mix from 50% 
to 70%. Although he stated that 
achieving this through increased 
domestic production was prefer-
able, he suggested that gas imports 
were a consideration if necessary, 
which reflects a seminal shift in 
Saudi government thinking.

Jareer Elass reports on energy 
issues for The Arab Weekly. He is 
based in Washington.

“We are focused on 
geographic 
diversification to 
supply new 
markets.”

SABIC Chief Executive 
Officer (CEO) Yousef 
Abdullah al-Benyan

The headquarters of Saudi Basic Industries Corporation (SABIC) in Riyadh.

Saudi Oger’s troubles continue as private sector offers help
The Arab Weekly staff

London

A 

number of Saudi com-
panies have offered to 
hire workers stranded 
without pay for months 
by former construction 

powerhouse Saudi Oger.
Fifty Saudi companies offered to 

absorb the contracts of 2,500 In-
dian labourers. Representatives of 
the companies are negotiating with 
Saudi Oger to finalise the transfer of 
employees with the Saudi Ministry 
of Labour supervising the process, 
the Jeddah-based Arab News re-
ported.

Rumours that the construction 
firm would be liquidated were 
widespread, with fears growing in 
Lebanon regarding employment 
prospects for its nationals in the 
kingdom and in the Gulf Coopera-
tion Council (GCC) as a whole.

Unofficial estimates set the num-
ber of Lebanese employed by Saudi 
Oger in the kingdom at about 9,000. 
They are likely to return home due 
to current circumstances.

According to Beirut-based econo-

mist Kamel Wazne the impact of the 
Saudi Oger crisis goes beyond Leba-
nese employees. Other huge compa-
nies in Saudi Arabia are also under 
the threat of bankruptcy.

He said the regional economic cli-
mate and Saudi Arabia re-endorsing 
its Saudisation initiative to counter 
local unemployment would affect 
Lebanese employment. The unem-
ployment rate in Lebanon — cur-
rently more than 20% — could jump 
to higher than 40% with the return 
of Lebanese nationals from Gulf 
Arab countries, he added.

However, analyst Ghalib Oboum-
saleh said the main problem was the 
structure of the Lebanese economy, 
which, since the 1990s, has focused 
on nourishing the banking sector 
and not on the creation of jobs.

He said the exodus of Lebanese 
nationals from the Gulf actually 
began in 2000 because of many fac-
tors, including the cost of retaining 
Lebanese employees in comparison 
to those from Asia. He added that 
the Lebanese tend to get involved in 
political issues related to the coun-
try they are residing in and that is 

something that is unacceptable in 
Saudi Arabia and the GCC.

Saudi King Salman bin Abdulaziz 
al Saud issued directives to settle 
the cases of thousands of stranded 
migrant workers in the kingdom, 
mostly from Saudi Oger, according 
to the Saudi Labour Ministry. The 
ministry reported receiving more 
than 31,000 complaints of unpaid 
wages related to Saudi Oger.

The government of France has 
contacted Riyadh over the unpaid 
salaries of a number of its nationals 
working for Saudi Oger, some who 
are owed ten months’ pay.

“Talks between the Saudi and 
French governments to solve the 
salary crisis are still under way but a 
solution is yet to be found,” a source 
at the French embassy told the Sau-
di daily Okaz. The source added that 
most French nationals have left for 
home but that some remained in the 
kingdom in order to resolve their 
cases.

Saudi Oger, which is owned by the 
family of former Lebanese prime 
minister Saad Hariri, owes an esti-
mated $800 million in back pay and 
employment severance. That figure 
does not include money owed to 
contractors and exporters or loans 
from local and international banks.

Contrary to reports in the Leba-
nese media, there are no known 
plans for the Saudi government to 
bail it out of its financial predica-
ment or assume ownership of the 
firm.

Towers under construction at the King Abdullah Financial District 
in Riyadh. The towers in the complex are being built by the Saudi 
Oger company and other constructors.

Saudi Oger is owned by 
the family of former 
Lebanese prime 
minister Saad Hariri.


