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Economy

OPEC extends oil 
productions cuts

Lebanon renews 
Central Bank 
governor’s term 
amid turbulence

Algerian 
energy, finance 
ministers replaced 
in reshuffle

OPEC has extended cuts in oil 
output through March 2018 as the 
group battles a global glut of crude 
after seeing prices halve and rev-
enues drop sharply in the past three 
years.

The extended reductions are 
likely to be carried out once again 
in tandem with a dozen non-OPEC 
members, led by top oil producer 
Russia.

OPEC’s cuts helped push oil to 
more than $50 a barrel, giving a 
fiscal boost to producers, many of 
which rely heavily on energy rev-
enues.

In December, OPEC agreed its first 
production cuts in a decade and the 
first joint cuts with non-OPEC pro-
ducer countries in 15 years. The two 
sides removed about 1.8 million bar-
rels per day (bpd) from the market — 
about 2% of global production.

OPEC agreed to keep its cuts of 
around 1.2 million bpd in place for 
nine months, Kuwaiti Oil Minister 
Essam al-Marzouq said. 

(Reuters)

The Lebanese government has re-
appointed Lebanon’s long-serving 
Central Bank governor for another 
6-year term.

The renewal of Riad Salameh’s 
term sends a positive signal to in-
ternational investors at a time of 
regional turbulence when Lebanese 
banks are increasingly under scru-
tiny from the US Treasury.

The United States is considering 
imposing new financial sanctions 
on Lebanese banks that knowingly 
do business with the militant group 
Hezbollah.

Salameh, 66, assumed office in 
1993, a few years after the country’s 
15-year civil war ended. He is cred-
ited with stabilising the Lebanese 
pound through years of regional 
upheaval and is widely regarded as 
a guarantor of financial stability in 
the fragile country.

Information Minister Melhem 
Riachy said the decision to renew 
Salameh’s term was unanimous.

(The Associated Press)

Algerian President Abdelaziz Boutef-
lika selected a new cabinet, replac-
ing the energy minister, finance 
minister and a long-serving foreign 
minister, state news agency APS said.

Energy Minister Noureddine 
Bouterfa, who has been pushing 
for oil output cuts and was in Vi-
enna for an OPEC meeting when 
the announcement was made, was 
replaced with state gas agency chief 
Mustapha Guitouni, the agency 
said.

Finance Minister Hadji Baba 
Ammi was replaced by Abderah-
mane Raouia, the tax department di-
rector at the finance ministry. Long-
serving Foreign Minister Ramtane 
Lamamra was removed from the 
cabinet with Minister for Maghreb 
and African Affairs Abdelkader Mes-
sahel taking over the post.

(Reuters)

BriefsEconomic challenges 
loom in Rohani’s 
second term
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Virginia 

D 

espite its flaws, the May 
19 presidential election 
offered Iranian voters a 
real choice between the 
moderate incumbent 

President Hassan Rohani and a 
hard-line rival, Ayatollah Ebrahim 
Raeisi. Rohani’s decisive win with 
57% of the vote, combined with a 
sweep by reformist candidates in 
the city council elections in Tehran 
and several other major cities, gives 
him a strong mandate to move for-
ward with his programme of eco-
nomic reform.

Rohani implemented two key 
parts of this programme during his 
first term: Macroeconomic stabil-
ity at home and greater integration 
with the outside world. He brought 
inflation down from 35% in 2013 
to less than 10% this year and sta-
bilised Iran’s currency, which had 
lost two-thirds of its value in 2012. 
Rohani achieved a milestone in 2015 
when he concluded a nuclear deal 
with world powers, which resulted 
in the removal of the UN sanctions 
against Iran.

Despite these gains, during the 
campaign, Rohani’s economic re-
cord came under heavy criticism for 
failing to lower unemployment and 
take care of the poor.

Unemployment, which had hov-
ered in the 10-11% range for sev-
eral years, increased to 12.1%. The 
economy added 1.5 million jobs but 

a rapid increase in the number of 
job seekers pushed up the unem-
ployment rate, especially for people 
aged 15-24, whose unemployment 
rate rose from 24% to 29% during 
Rohani’s first term.

Another major weakness of his 
record was an increase in the pov-
erty rate. As my own research has 
shown, poverty rates, which de-
clined during the presidency of 
Mahmoud Ahmadinejad — thanks 
to cash handouts — increased in 
2014 and 2015. There were 1 million 
more people considered in poverty 
in 2015 than in 2013. Rohani’s fourth 
year in office, 2016, when the econ-
omy grew 6.6% according to the 
International Monetary Fund, may 
have turned this around but the 
numbers for that year are not out.

Evidently most voters valued his 
accomplishments more, so these 
criticisms failed to stick. After all, 
the nuclear deal has been in opera-
tion only since January 2016, so giv-
ing Rohani the benefit of the doubt 
and four more years seemed war-
ranted.

Given this mandate, if Rohani fails 
to deliver on these two objectives in 
the next four years he will not lose 
another election because he cannot 
run for a third consecutive term but 
the reform movement that he firmly 
leads would lose credibility.

Success in the second term is by 
no means guaranteed, especially 
since all previous Iranian presidents 
have fared worse in their second 
terms and Rohani faces especially 
difficult challenges.

Some sanctions that have been 
lifted are still hampering Iran’s 
banking and trade. Iran’s banking 
system remains isolated because it 
does not comply with regulations to 
fight terrorism financing and money 
laundering. Foreign investors who 
competed frantically to sign deals 
with Iran last year are hesitating to 

put actual money behind the ink for 
fear of running afoul of US-imposed 
sanctions should the Trump admin-
istration try to punish those who 
deal with Iran.

There are important domestic 
challenges as well. Foreign direct 
investment (FDI) goes where there 
is a welcoming business environ-
ment. Iran’s hardliners campaigned 
strongly against Rohani’s pro-West-
ern stance and can jeopardise FDI 
by scaring it away.

On the positive side, Rohani 
should be able to count on the sup-
port of Iranian Supreme Leader 
Ayatollah Ali Khamenei, who has 
welcomed FDI as long as it creates 
jobs and transfers technology to 
Iran.

A more daunting domestic chal-
lenge is economic. Iran’s banking 
system is buried under the weight 
of bad assets it accumulated follow-
ing the real estate crash five years 

ago. Rohani has yet to find a way to 
jump-start the housing sector, to lift 
the banks from de facto bankruptcy 
and into the business of lending. 
The current extremely tight credit 
situation, with real interest rates of 
more than 10%, does not allow local 
businesses to play a positive role in 
economic recovery.

Getting economic growth under 
way soon and making sure that it 
is inclusive are necessary if the re-
formists are to prevent a populist 
backlash in 2021, similar to 2005 
that put Ahmadinejad in power 
after eight years of the reformist 
Khatami administrations.

Djavad Salehi-Isfahani is a 
professor of economics at Virginia 
Tech University and visiting scholar 
at the Middle East Initiative and 
Iran Project, the Belfer Centre for 
Science and International Affairs, 
Harvard Kennedy School.

Persisting hardships. Iranians walk through Tajrish bazaar in 
northern Tehran.                                                (AP)

For people aged 15-24, 
unemployment rose 
from 24% to 29% 
during Rohani’s first 
term.

World Economic Forum addresses regional challenges
The Arab Weekly staff
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he World Economic Fo-
rum’s regional gathering 
in Jordan looked at how to 
encourage entrepreneur-
ship and technological 

innovation to create private sector 
jobs in the Middle East and North 
Africa, where there is 30% youth 
unemployment.

More than 1,100 politicians and 
business people discussed ways 
to transform the stagnant econo-
mies of the region. Among them 
were CEOs from the region and the 
founders of 100 start-ups from the 
Arab world.

“Entrepreneurs from several 
countries in the region, including 
Libya, Lebanon, [the Palestinian 
territories], Yemen and Jordan, en-
gaged in dynamic discussions with 
country leaders and senior offi-
cials,” Philipp Rosler, a member of 
the World Economic Forum’s man-
aging board, told the Jordan Times.

Some participants said the re-
gion’s governments and institutions 
must provide a nurturing environ-
ment for entrepreneurs, including 
access to financing.

Khaled Biyari, CEO of the Saudi 
Telecom Company, said the region’s 
young population could drive the 
transformation. Moving to a digi-
tal economy “can allow the region 
and the countries in this region to 
leapfrog,” the Associated Press (AP) 

quoted Biyari as saying. “They don’t 
have to go back and do what other 
developed nations have (done).”

For entrepreneurs from countries 
in conflict, the challenges of doing 
business are much more basic.

Hussein Ahmed, one of the start-
up founders attending the con-
ference, is exporting coffee from 
Yemen to the United States but his 
efforts are complicated by frequent 
power outages in his war-torn 
homeland.

“To process the coffee, you need 
machines and machines work with 
electricity,” the AP quoted him as 
saying. “Can you imagine running a 
business without electricity?”

Two days of sessions also looked 
at the wars in the Middle East and 
the fallout from a refugee crisis that 
has uprooted millions of people.

Iraqi President Fuad Masum 
called on investors to help with re-
construction efforts, particularly in 
the northern city of Mosul, which 
was overrun by Islamic State mili-
tants in 2014.

Since autumn, Iraqi forces backed 
by a US-led coalition have slowly 
advanced in the city, pushing back 
the militants. Masum said he hoped 
Mosul would be liberated “in the 
next few days,” adding that “our 
country is open to all investors.”

The Syria refugee crisis high-
lighted the link between aid and 
security. Hundreds of thousands 
of refugees have migrated to Eu-
rope after facing increasingly dif-
ficult conditions in regional host 
countries, where cash-strapped aid 
agencies have struggled to provide 
basic support.

At the forum, EU foreign policy 
chief Federica Mogherini warned 
that threatened US cuts in fund-
ing to UN agencies “would create a 

major security issue worldwide, in-
cluding in Europe.”

David Beasley, the new execu-
tive director of the World Food 
Programme (WFP), told the AP he 
would use his Washington connec-
tions to defend the cash-strapped 
UN agency. Beasley spoke in Am-
man after visiting the kingdom’s 
largest camp for Syrian refugees 
and a military airport from where 
WFP food shipments are flown to 
Syria.

US Ambassador to the United 
Nations Nikki Haley pledged addi-
tional support for Syrian refugees 
in Jordan. She said she would press 
countries to provide funds directly 

to Jordan rather than funnelling 
them through aid organisations.

The US State Department said it 
had donated $6.5 billion in aid since 
the Syrian conflict began. The UN 
refugee agency has registered more 
than 680,000 Syrian refugees in 
Jordan, and Amman says it is strug-
gling to cope.

“Jordan has reached the limit of 
its capacity to cope with the burden 
of hosting Syrian refugees,” Plan-
ning Minister Imad al-Fakhoury 
said in a statement after meeting 
with Haley.

The Arab Weekly staff and news 
agencies.

Pointing to the future. Jordan’s King Abdullah (L) and his wife 
Queen Rania attending the opening session of the World Economic 
Forum in the Dead Sea resort of Shuneh, on May 20.                                (AFP)

Founders of 100 
start-ups from the 
Arab world attended.


