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A 

t no time since the out-
break of the Syrian con-
flict on March 15th, 2011, 
has the country’s eco-
nomic situation been as 

dire as it is today. This will vastly 
complicate any post-war recon-
struction.

After bankrolling a massive war 
effort for six years, state coffers are 
empty and the economic aid pro-
vided by Syria’s main ally, Iran, has 
been slow in coming and delivered 
with strings attached.

“In purely economic terms, the 
losses in Syria have been stagger-
ing,” Syrian economist Omar Dahi 
said.

Syria’s “gross domestic product 
(GDP) stood at $60.2 billion in 2010. 
As of 2016, it was at $27.2 billion at 
2010 prices, representing a contrac-
tion of 50%,” said Dahi, an associate 
professor at Hampshire College in 
the United States.

“If a realistic growth rate is taken 
into account, total economic loss-
es shoot up to a staggering 430% 
or more of GDP at 2010 prices,” 
Dahi added. “This would put Syria 
among the outliers in terms of post-
World War II civil conflicts in terms 
of GDP losses.”

In Syria, industry and agriculture 
have been crippled and more than 
half the country’s pre-war popula-
tion of 23 million is homeless and 
jobless. Millions are eking out an ex-
istence as refugees in neighbouring 
Jordan, Turkey and Lebanon. Given 

these conditions, Iran is Syria’s eco-
nomic lifeline.

UN Special Envoy for Syria Staf-
fan de Mistura estimated that Teh-
ran spends at least $6 billion a year 
keeping Syrian President Bashar 
Assad, a long-standing Arab ally, in 
power to further the Islamic Repub-
lic’s regional strategy.

The Damascus government suf-
fers from four chronic shortages — 
heating fuel, petrol, electricity and 
water — which have disrupted what 
remains of industrial activity in re-
gime-held territory, estimated to be 
40% of the country.

Syria’s water shortage started 
in December, when fighting in the 
Damascus countryside severed the 
capital’s main water supply from 
the Ayn al-Fijah spring.

The shortage caused the price 
of water to skyrocket on the black 
market to $50 for 45 litres of water, 
which is enough to last the average 
household no more than ten days.

Two months after the shortages 
hit in December, the city suffered 
a petrol crisis that crippled public 
transport.

As a result, the official price of 
petrol has shot up 450% compared 
to five years ago and currently sells 
for 225 Syrian pounds ($1.05) per li-
tre. Five years ago, state-subsidised 
gasoline sold for 50 Syrian pounds 
per litre and was readily available in 
a country that produced its own oil.

To return to previous capacity, 
Syria needs no less than 4 billion 
Syrian pounds a day — an amount 
likely to remain far beyond the 
reach of the war-torn country.

The government finds itself in 
the difficult position of having to 

provide petrol, electricity, water 
and heating fuel to entire cities and 
towns that have been retaken with 
Russia’s military firepower since 
September 2015, such as Aleppo in 
the north. This is costing the regime 
a lot of money.

Previously, Syria was only re-
quired to provide such resources 
for cities firmly under its rule, 
which amounted to only a handful 
in 2011-15.

One way to achieve this end was 
by cutting government spending; 
another was to raise the price of 
petrol — much to the ire of ordinary 
Syrians and soldiers, who were al-
ready complaining that devaluation 
of the Syrian pound rendered sala-
ries worthless, sinking them deeper 
into poverty.

In 2012, the exchange rate was 50 
Syrian pounds to the dollar. Now it 
is 550, making the salary of a 5-star 
army general worth no more than 
$145.

Since practically everything on 
the market has risen tenfold, in-
cluding water, petrol and electricity 
— this does not come close to pro-
viding a decent standard of living.

Diesel, for example, which is used 
for heating and industry, has risen 
from 135 Syrian pounds per litre to 
160. Gas for home cooking has spi-

ralled from 1,800 pounds a canister 
to 2,500.

Wages for state employees have 
been raised 7,500 pounds a month 
— about $15 — not enough to meet 
the rising cost of items once widely 
subsidised by the socialist state.

All sources of state revenue, such 
as oil revenue or tourism, have 
dried up.

The oil and gas fields in the north-
east are still in the hands of the Is-
lamic State (ISIS), forcing Damascus 
to buy fuel on the black market.

Public-sector companies used to 
generate considerable income but 
they too have been eliminated by 
the war.

Taxes are uncollectable because 
so many people are displaced or liv-
ing away from their registered resi-
dences.

Imposing new taxes is impossible 
for a population that is not earning 
and is forced to live off its dwindling 
savings.

Electricity cuts are the most 
damaging problem these days. In 
Damascus and other cities, the elec-
tricity can be cut for up to 16 hours 
a day.

Four of Syria’s major power plants 
have been out of action since 2012. 
The only ones still functioning are 
in Deir Ali in southern Syria and al-
Nasriya and Jandar in the centre of 
the country.

The plants need 8,500 tonnes of 
fuel daily, which the government 
does not have, and which Iran, a key 
ally, has failed to deliver.

Sami Moubayed is a Syrian 
historian and author of Under the 
Black Flag (IB Taurus, 2015).
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R 

apid and sustained eco-
nomic growth in Asia 
has raised Gulf Coop-
eration Council (GCC) 
countries’ interest in 

expanding trade with emerging 
Asian markets. GCC members have 
been looking for new markets to 
substitute the decreasing exports 
to countries of the Organisation for 
Economic Co-operation and De-
velopment (OECD), particularly in 
Europe.

In 2013, GCC crude oil ship-
ments to European states and 
North America decreased to less 
than 20% of their total exports, 
while 70% of GCC crude oil exports 
moved to Asian markets. By 2015, 
China was importing approximate-
ly 8 million barrels per day (bpd). 
It is the largest crude oil importer 
globally. In 2015, Saudi Arabia 
provided 10% of China’s crude oil 
imports, Oman supplied 10%, the 
United Arab Emirates 4% and Ku-
wait 3%. Qatar provided 34% of 
China’s gas imports.

Asian-GCC economic relations 
have taken time to expand, en-
countering setbacks on the way. 
The 2011 Malaysia-GCC framework 
agreement failed to enhance bilat-
eral economic cooperation, raising 
questions at the time in Malaysian 
political circles about the utility of 
such accords. Today, Saudi Arabia 
and the UAE have major invest-
ments in Malaysia. UAE invest-
ments have flowed into machinery 
equipment. Saudi investments 
have been in the petroleum and 
petrochemical industries.

Asia has developed into the 
world’s centre for the manufactur-
ing of exported goods. The GCC is 
the world’s top region for energy 
export. Asia needs the energy to 
fuel its manufacturing export in-

dustry and the GCC needs markets 
for its growing exports. The two 
regions’ goals complement each 
other.

It took time for the two sides to 
sign and implement the necessary 
accords that would forge the new 
relationship. Oil trade relations be-
tween the two parties were previ-
ously run by major international 
oil companies. There were hardly 
any direct deals between the na-
tional oil companies of the two 
parties. The picture has changed. 
Asia has become the GCC’s most 
important trading partner, ac-
counting for importing around 
70% of its oil exports.

Contacts have increased be-
tween the national oil companies 
of the two regions. In the past 
decade, oil relations between the 
regions have expanded to include 
joint ventures building refineries 
and petrochemical companies in 
the consuming Asian states, most-
ly by the national oil company, 
with international oil firms’ par-
ticipation in several cases.

The national oil companies of 
the GCC saw these joint ventures 
as profitable investments in grow-
ing markets and a way to secure 
their market share in Asian coun-
tries. Asian companies saw the 
refineries and petrochemical joint 
ventures as a way to secure crude 
oil and supply their growing ex-
port industries with petrochemical 
products, as well as tapping GCC 
financial investments.

GCC petroleum investments in 
Asia have been growing gradu-
ally. They were highlighted during 
the past few weeks by the month-
long visit of Saudi King Salman bin 
Abdulaziz Al Saud to seven Asian 
countries. Scores of economic 
agreements were signed.

The main oil accord concluded 
was the sale and purchase agree-
ment on February 28th between 
Saudi Aramco and Malaysia’s Pet-
ronas allowing Aramco equity par-
ticipation in Petronas Refinery and 
the Petrochemical Integrated De-
velopment project in the southern 
Malaysian state of Johr. The part-
nership is on a 50/50 basis. Aramco 
will provide the oil, Petronas the 
gas and other energy sources.

A decade ago, Aramco entered a 
partnership with ExxonMobil and 
Sinopec for a project to triple the 
capacity of the southern Chinese 
Fujian refinery from 80,000 bpd 
to 240,000 bpd, with production 
starting in 2019. The project also 
calls for the building of a petro-
chemical complex. Saudi Aramco 
and Exxon Mobil will be able to sell 
petroleum products in the coveted 
Chinese market. The refinery will 
process Saudi heavy crude.

Other joint oil ventures include 
an agreement signed on March 
17th between the Abu Dhabi Na-
tional Oil Company (ADNOC) and 
India to build storage capacity for 
approximately 6 million barrels of 
crude oil in India. The deal covers 
storing the oil in India’s under-
ground storage. This will provide 
commercial stocks near the Indian 
market, which could lower the oil 
cost to India during emergencies.

It will also expand ADNOC’s 
presence in South Asian markets. 
ADNOC plans to store its light Mur-
ban crude with low sulphur con-
tent, which is coveted for its high 

yield of light distillates such as 
naphtha and jet fuel/kerosene.

During the second half of 2017, 
Vietnam’s consumers are to re-
ceive Kuwaiti petroleum products 
processed at the 200,000 bpd Nghi 
Son refinery and petrochemical 
complex in Thanh Hoa province 
in central Vietnam. The complex 
is a joint venture shared by Kuwait 
Petroleum International (KPI) with 
Petro Vietnam.

A second agreement composed 
of KPI and Japan will result in the 
sale of Nghi Son refinery petro-
leum products across Vietnam. It 
will lead to constructing and man-
aging service stations across Viet-
nam. Kuwait Petroleum Company 
will supply the crude for the refin-
ery.

Saudi Aramco is a shareholder in 
Japan’s 400,000 bpd Showa Shell 
refinery. Aramco also has a stake 
in South Korea’s 70,000 bpd S-Oil 
refinery while Oman has a stake in 
India’s 120,000 bpd Bina refinery.

Walid Khadduri is a Beirut-based 
Iraqi writer on energy affairs.

Growing investments. Saudi Energy Minister Khalid al-Falih (L) 
shakes hands with Malaysia’s Minister in the Prime Minister’s 
Department Abdul Rahman Dahlan during a press conference in 
Kuala Lumpur.                     (AP)
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Beijing, Saudi Ara-
bia agree to more oil 
cooperation, exports 
to China

World Bank dis-
burses another $1 
billion loan to Egypt

Turkish Cypriots 
push private sector 
despite embargo

Saudi pledges stable 
oil supply as market 
confused by data
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The World Bank has disbursed a 
further $1 billion in financial assis-
tance to Egypt out of its $3 billion 
loan programme with the country, 
the World Bank said.

Egypt has been negotiating bil-
lions of dollars in aid from various 
lenders to help revive an economy 
hit by political upheaval since a 
2011 revolt and to ease a dollar 
shortage that has crippled imports 
and hampered its recovery.

“The government has taken im-
portant steps in implementing key 
policy and institutional reforms 
that are laying down the founda-
tions for accelerated job creation 
and inclusive growth,” said Asad 
Alam, World Bank country director 
for Egypt, Yemen and Djibouti in 
the statement.
(Reuters)

China and Saudi Arabia will 
increase their cooperation in the 
oil sector, including in Saudi oil 
exports to China, the two countries 
said in a joint communiqué issued 
at the end of Saudi Arabian King 
Salman bin Abdulaziz Al Saud’s 
visit to Beijing.

The world’s largest oil exporter 
has been looking to cement ties 
with the world’s second-largest 
economy.

After losing market share to 
Russia last year, Saudi Arabia has 
sought to boost oil sales to China, 
the world’s second-largest oil 
market, by working mostly with 
China’s top three state oil firms.
(Reuters)

With its pristine floor tiles and 
colourful storefronts, Famagusta’s 
new City Mall symbolises efforts by 
the northern part of divided Cyprus 
to encourage investment despite a 
decades-long trade embargo.

Like many projects in the 
Mediterranean island’s Turkish-
occupied north, the mall’s backers 
received tax breaks from a govern-
ment keen to boost the economy 
and become less dependent on 
Turkey.

The breakaway Turkish Republic 
of Northern Cyprus, on land Turkey 
occupied in 1974 when it invaded 
after a coup that sought to unify 
the island with Greece, is cut off 
from trade with Europe.

Mustafa Besim, a professor at 
Famagusta’s Eastern Mediterrane-
an University, said the territory was 
keen to reduce its dependence on 
Ankara, which finances more than 
a third of its budget.
(Agence France-Presse)

Saudi Aramco is a 
shareholder in 
Japan’s 400,000 
barrels per day 
Showa Shell refinery.

Industry and 
agriculture have been 
crippled and more 
than half the 
country’s pre-war 
population is 
homeless and jobless.

Output or exports? Members of 
the Organisation of the Petroleum 
Exporting Countries have argued 
for decades over which of the two 
they should monitor to gauge com-
pliance with oil-output cuts.

This month, Saudi Arabia has 
thrown a third metric – supply – 
into the debate.

The move saw oil prices declin-
ing, with confused traders fearing 
Riyadh would pump more crude, 
thus complicating OPEC’s efforts 
to reduce a global glut and prop up 
the market.
(Reuters)


