
THE OFFICIAL “REGENERATION OF LEBANON” PLAN: 1994 -2004 , 
A COMPARATIVE STUDY 

A difference of 118 billion USD between what the government had planned and 
real outcomes. This is the reality if GDP figures and public deficit are adjusted to 
the real price index 
 
Ten years ago, the Lebanese government, headed by Prime Minister Rafic Hariri, put forward as 
part of its post-war reconstruction efforts a plan to “regenerate” the economy. The plan, known as 
“Regenerate Lebanon”, became law after its incorporation in the budget of 1995, and was approved 
by an overwhelming majority in Parliament. Most of the laws incorporated in the program remain 
valid today as part of successive budget laws.  
Ten years ago, the economic team of the Prime Minister planned for a GDP in the year 2004 at 
about 33 billion USD in current prices. Official numbers today show it to be about 18 billion. This 
constitutes a difference of 45% between what was projected and present day reality. Furthermore, if 
figures are adjusted to 1994 prices, the current GDP will drop to only 10 billion USD.  

The plan expected the annual average rate of REAL growth to be 8% between 1994 and 2004, while 
the recorded rate has been 3% annually. If prices are corrected to the consumption basket of 1997, 
the real rate of growth is zero. 

The plan expected that public debt would be about 20 billion USD at the end of year 2004, while 
official statistics show that it will be in excess of 36 billion USD. The ratio of public debt to GDP 
should have been 67%, but in fact, it will be closer to 200%. 

If we take the estimated difference between what was planned and what has been achieved at the 
levels of public debt and of income, cumulatively, and adjust for real purchasing power for the 10 
past years, the total amount will be 155,000 billion LBP in income loss (2004 prices) and an 
increased burden of 22,000 billion LBP of debt, or, a total of 178,000 billion LBP of deviation in 
foregone resources- about 118 billion USD.  

The “Al Iimar wal Iktissad” magazine has now carried out a comparative study, using data from the 
government’s own official sources, to show the huge discrepancy between promises and reality. It 
has gone back to the official plan and its numbers, as issued in the budget law of 1995 and carried 
out a year by year comparison between the planned and the actual numbers, as released by the 
government. 

Statistical sources 
The figures published in the tables are taken from the “Regenerate Lebanon” plan as published in 
the preamble of the 1995 budget law and from official Lebanese statistics as presented in the 
periodical reports of IMF Article IV Consultations. Extrapolations to cover the whole year of 2004 
are also taken from this last source and/or based on the extrapolation of the trends observed during 
the past months. 

 



 

The Development of Public Debt- Between Plan and Reality  
The table and the diagram show what “Regenerate Lebanon” had planned for the evolution of 
public debt in billions of LBP between 1994 and 2004 on one hand and what has been effectively 
achieved:  

The plan had expected a public debt of 32.8 thousand billions LBP at the end of year 2004 while the 
achieved public debt will be about 55.000 billions LBP. 

billions of LBP 1 994 1 995 1 996 1 997 1 998 1 999 2 000 2 001 2 002 2 003 2 004
planned public debt 10 619 11 987 15 553 19 047 22 368 25 377 27 910 29 979 31 540 32 618 32 811
effective public debt 10 619 14 141 20 400 24 069 28 833 33 726 37 997 42 670 46 322 50 235 55 000
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The GDP, between plan and reality, and the ratio of debt to GDP 
The plan expected a rise in GDP, in current prices, from about 15,000 billion LBP in 1994 to about 
49,000 billion LBP in 2004. The fact is that the GDP for this year will not exceed 28,000 billion 
LBP. The diagram shows that the GDP in current prices has increased up to year 1998 and has been 
approximately stable since then. 

billions of LBP 1 994 1 995 1 996 1 997 1 998 1 999 2 000 2 001 2 002 2 003 2 004
planned GDP 14 992 16 782 19 281 21 962 24 872 27 882 31 257 35 108 39 433 43 881 48 831
effective GDP 14 992 17 775 20 417 23 034 24 639 24 945 24 721 25 115 26 068 27 198 27 871
planned debt/GDP  71% 81% 87% 90% 91% 89% 85% 80% 74% 67%
effective debt/GDP 71% 80% 100% 104% 117% 135% 154% 170% 178% 185% 197%
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The ratio of debt to GDP was planned in “Regenerate Lebanon” to increase gradually from 71% in 
1994 to a peak of about 90% in 1998-1999 and to decrease gradually afterwards to 67% in 2004. 
Facts show a continuous increase bringing the ratio from 71% at the end of 1994 to 183% at the end 
of 2003 and up to 197% at the end of 2004 (according to the budget and the treasury accounts for 
this year). Those results strictly rely on official figures and do not incorporate other large amounts 
due from the Government. 
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Looking at the diagram we can see that the expected inflexion in the ratio of debt to GDP did not 
happen at all and there are no credible indicators that it will happen in the foreseeable future, even 
with the most optimistic assumptions, as the vice president of the IMF has stated in Paris –2 
convention meetings.  



 

Estimation of differences between plan and reality at the level of public debt and 
GDP in current prices  
Taking the planned and the achieved figures of both public debt and GDP, in current prices, the 
annual difference in the size of public debt can be calculated. Without taking into consideration 
inflation and price increase, one can also calculate the annual difference in the GDP. Debt figures 
represent an accumulated stock, while the difference in GDP represents a difference in the flow of 
income for residents in Lebanon over years. So the annual differences in GDP should be added up 
to get a real representation of the incomes that Lebanese have missed within the last 10 years. 

billions of LBP 1 994 1 995 1 996 1 997 1 998 1 999 2 000 2 001 2 002 2 003 2 004
Annual gap in public debt 0 -2 154 -4 847 -5 022 -6 465 -8 349 -10 087 -12 691 -14 782 -17 617 -22 189
Annual gap in GDP 0 993 1 136 1 072 -233 -2 937 -6 536 -9 993 -13 366 -16 683 -20 960
Cumulative gap in GDP  993 2 129 3 201 2 969 32 -6 504 -16 497 -29 863 -46 545 -67 505
Total cumulative gap  -1 161 -2 719 -1 820 -3 497 -8 317 -16 591 -29 188 -44 645 -64 163 -89 694
Total cumulative gap in USD  -727 -1 752 -1 192 -2 319 -5 517 -11 006 -19 362 -29 615 -42 562 -59 499
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The attached table and diagram show that the annual differences in the size of the public debt 
started to be negative from the first year (that means the achieved debt was more than the planned), 
reflecting the huge expansion in expenditure at that time; the gap went on widening to reach more 
than 22,000 billions LBP by the end of 2004, in spite of tax increases, strictness in expenditure, 
proceeds of Paris–2 convention and the various financial engineering operations including massive 
money creation. 

The difference in GDP remained positive through the first four years then turned to be negative. 
The cumulative gap increased year after year and should exceed 67,000 billions LBP by the end of 
year 2004. 

As long as the accumulated negative difference in GDP represents the amount of income foregone 
by the Lebanese while the negative difference in the amount of the public debt represents an 
additional burden on the Lebanese, even though it is postponed, it is therefore justified to add the 
two differences in order to estimate the global deviation between what the Government had planned 
for the income of the Lebanese and what it turned out to be over the past ten years. This global 
deviation will reach 90,000 billion LBP by the end of 2004. 



 

The Issue of Prices: Consumption prices increased about 40 % in 10 years 
according to the basket of ‘66 and by about 80%% according to the basket of ‘97 
Any comparison of the levels of income of the Lebanese over time, whether that income has been 
achieved or foregone cannot be correct if the flows of income are not corrected to reflect the real 
purchasing power of those flows of income, year after year. 

The issue of prices is as crucial as the issues of the explosion of debt and the hindering of growth. 

Countries use many price indicators; the most important being probably the consumption price 
indices (CPI). In Lebanon the General Directorate of Statistics carried a study on the consumption 
basket in Beirut and its suburbs in 1966. It kept on publishing indices of consumption prices on the 
basis of that consumption basket till the beginning of the civil war in 1975. After three years of 
interruption, the “Consultation and Research Institute” (CRI) went into calculating and publishing 
the same indicator, with some minor corrections, but still on the basis of the family consumption 
basket as it was in 1966. This series is the most commonly used in Lebanon. 

But the patterns of consumption have changed a lot since 1966 partly because of the disappearance 
of some goods and the appearing of new ones, and partly because of the changes in the share of 
some goods in the family consumption basket due to the sharp changes in prices. The Central 
Administration of Statistics (CAS), once reactivated in the mid 90’s, after a long delay and in spite 
of many obstacles, carried, in 1997 a new study about the consumption basket and published its 
results. But the administration was not given the required means to recalculate an index and to 
publish it on a regular basis.  

The study of 1997 showed that the structure of consumption did witness radical changes through the 
last 30 years: the share of food and beverage was about 60 % of the basket of 1966 and was reduced 
to about 25% in the basket of 1997, while the share of housing expenditures rose from 3.5% to more 
than 15%, the share of education expenses rose from less than 2% to 11 %, that of transportation 
(including fuel) and communications expenditures (phone bills being the most important) rose from 
7% to 14%.  

Considering the size of the differences in the structure of the consumption basket, the correction of 
the available indices of consumption becomes an absolute necessity in order to rebalance their 
structure to put in line with the results of the 1997 basket.  

 1 994 1 995 1 996 1 997 1 998 1 999 2 000 2 001 2 002 2 003 2 004
Planned price index 1.000 1.060 1.113 1.163 1.210 1.258 1.308 1.361 1.415 1.472 1.531
Effective price index (66 basket) 1.000 1.100 1.198 1.291 1.353 1.352 1.348 1.343 1.366 1.384 1.402
Effective price index (97 basket) 1.000 1.168 1.306 1.540 1.691 1.715 1.698 1.713 1.755 1.814 1.840
CPI in the USA 1.000 1.028 1.058 1.083 1.100 1.124 1.165 1.196 1.214 1.241  
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On the basis of such an approximate correction, the table and the diagram show the comparative 
increase in the CPIs over the last 10 years according to the consumption basket of year 1966 and to 
that of 1997. In addition the CPI in the USA has been shown. The basis year has been taken in 1994 
for all three indices. 

While, consumption prices rose by 24% cumulatively during the period; Lebanon witnessed a rise 
of 40% according to the 1996 basket and a rise of more than 80% according to the corrected basket 
of 1977. The Lebanese cannot ignore either the direct effects of this huge increase in consumption 
prices at the level of their daily life or its indirect effects at the level of the shrinking purchasing 
power of their wages that have been blocked for the part 8 years. Costs of production have risen too, 
impeding competitiveness and weakening the financials of businesses. Unemployment has become 
widespread and emigration has severely increased. 

This situation has created a continuous deficit in the trade balance. Foreign workers who keep their 
families away from the high prices in Lebanon have high incentives to enter the country while 
Lebanese have gone looking abroad for countries to settle in where income and costs of living are 
more balanced. 

Figures show that consumption prices rocketed between 1994 and 1998, increasing by 70% in 4 
years, their increase continued afterwards but at a slower pace. This difference in the paces of price 
increase explain that what looked as growth in the first period was mainly inflation, while, in the 
second period, complaints about the “slowdown” of activity was mainly a slowdown in inflation. In 
both periods little or no growth was achieved. 



 

Estimating the differences between plan and reality at the levels of public debt and 
GDP in constant prices  
The importance of the issue of prices was not absent in the mind of those who conceived the 
“Regenerate Lebanon” plan. The tables which were published then included figures for GDP at 
constant prices of 1994 and indices for local and international inflation, alongside with GDP 
deflators.  

The table shows the planned GDP and the effective GDP, both at constant prices of 1994. The GDP 
in year 1994 was about 15,000 billions LBP. It was supposed to rise to about 32,000 billions LBP in 
1994 prices through year 2004, but in fact it remained close to 15,000 billions LBP, throughout the 
whole period and until today. This means that no growth whatsoever has occurred and that the GDP 
today stands at less than 50% of what it was planned to be. 

billions of LBP 1994 1995 1996 1997 1998 1999 2000 2001 2002 2003 2004
Planned GDP at constant 1994 
prices 14 992 15 832 17 323 18 882 20 562 22 164 23 891 25 802 27 867 29 817 31 904
Effective GDP at constant 1994 
prices (1997 basket) 14 992 15 213 15 633 14 961 14 575 14 546 14 559 14 662 14 853 14 996 15 145
Annual gap in GDP at constant 
1994 prices (97 basket) 0 -620 -1 690 -3 921 -5 987 -7 618 -9 332 -11 140 -13 013 -14 821 -16 759
Cumulative gap in GDP at 
constant 94 prices (97 basket) 0 -620 -2 310 -6 231 -12 218 -19 836 -29 168 -40 308 -53 322 -68 142 -84 902
Cumulative gap in real GDP (97 
basket) in current year LBP 0 -724 -3 017 -9 593 -20 656 -34 017 -49 527 -69 044 -93 579 -123 586 -156 244
Annual gap in public debt 0 -2 154 -4 847 -5 022 -6 465 -8 349 -10 087 -12 691 -14 782 -17 617 -22 189
Total cumulative real gap in 
current year LBP 0 -2 878 -7 865 -14 615 -27 121 -42 365 -59 614 -81 736 -108 362 -141 204 -178 433
Total cumulative real gap in 
current year USD 0 -1 803 -5 067 -9 571 -17 985 -28 103 -39 545 -54 219 -71 882 -93 668 -118 363
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This table shows the annual gap in GDP, then the cumulative gap year after year. This cumulative 
difference represents the value of income that has been missed by the Lebanese during the period, 
amounting to about 85,000 billions LBP in prices of 1994. If we want to measure these missed 
incomes according to the purchasing value of the Lebanese pounds today (mid 2004), they would 
amount to more than 155,000 billions LBP. 

Adding to missed income the gap in public debt (being, as mentioned before, about 22,000 billion 
LBP) the total deviation of income and charges, between what was planned and what has been 
achieved through the last 10 years, amounts to more than 178,000 billions LBP in today’s liras. This 
is about 118 billions USD. 

This realistic picture corrects the wrong impression, which is the result of continuing confusion 
between inflation and growth. This confusion is responsible for the persistence of claims by the 
government that growth had lasted up to the year 1998. 

The diagram shows the accumulated difference in GDP and debt during the period. That difference 
increased by large amounts year after year. This fact means that to continue with this economic 
model is not postponing the crisis- it is the crisis itself. Actually, there is no need for numbers and 
diagrams; it is enough to ask any Lebanese worker, entrepreneur or jobseeker about their daily 
suffering. 



 

 

Estimating the differences between plan and reality at the levels of public debt and 
GDP in constant prices (consumption basket of 1966) 
Even though it is proven that the CPI based on the 1966 basket is not valid, one might argue that it 
is the only “official” series. It can be seen, just for the sake of argument, that it has been useful to 
recalculate the differences in GDP and public debt on its basis, simply to show that the size of the 
deviation remains huge, even if some insist on ignoring the invalidity of the 1966 indicator and try 
to be skeptical about the results brought forward by using a more accurate index. 

billions of LBP 1994 1995 1996 1997 1998 1999 2000 2001 2002 2003 2004
Planned GDP at constant 1994 
prices 14 992 15 832 17 323 18 882 20 562 22 164 23 891 25 802 27 867 29 817 31 904
Effective GDP at constant 94 
prices (1966 basket) 14 992 16 163 17 045 17 847 18 214 18 444 18 345 18 704 19 079 19 653 19 877
Annual gap in GDP at constant 
94 prices (66 basket) 0 330 -278 -1 035 -2 347 -3 720 -5 547 -7 098 -8 788 -10 164 -12 027
Cumulative gap in GDP at 
constant 1994 prices (66 basket) 0 330 52 -983 -3 331 -7 051 -12 598 -19 696 -28 484 -38 648 -50 675
Cumulative gap in real GDP (66 
basket) in current year LBP 0 363 62 -1 269 -4 506 -9 536 -16 977 -26 446 -38 918 -53 485 -71 056
Annual gap in public debt 0 -2 154 -4 847 -5 022 -6 465 -8 349 -10 087 -12 691 -14 782 -17 617 -22 189
Total cumulative real gap in 
current year LBP 0 -1 790 -4 785 -6 291 -10 971 -17 885 -27 064 -39 138 -53 700 -71 103 -93 245
Total cumulative real gap in 
current year USD 0 -1 122 -3 083 -4 120 -7 275 -11 864 -17 953 -25 962 -35 622 -47 166 -61 854
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On this base the table and the diagram show the same indicators that we have mentioned before 
based on the consumption basket of year 1997. The GDP rose from 15 thousand billions LBP in 
1994 to 19.8 thousand billions LBP in 2004 (at constant 1994 prices). In this way the cumulative 
gap in GDP (at constant 1994 prices) is more than 50,000billion LBP (in liras of 1994) or 71,000 
billion LBP (in today’s liras). If we add to it the difference in the public debt, we reach a total of 
93,000 billion LBP or about 62 billion USD. 



 

The issues of development and inflation 
The “Regenerate Lebanon” plan aimed for an average real annual rate of growth of 8% between 
1994 and 2004, which means more than doubling the real GDP between the beginning and the end 
of the period (a factor of 2.1 times). In fact, the average annual rate of growth of GDP was zero, so 
the real GDP remained unchanged. The increase in the apparent GDP simply reflected the fact that 
consumption prices rose by 80%.  

One should recall that applying a consumption price index to calculate real growth is not correct, 
even though it is a valid approach as long as the goal is to evaluate the real levels of income. 

If the purpose is to calculate the real growth of GDP, another index should be used, the GDP 
deflator. That deflator takes only into account those goods and services that are produced locally, 
and ignores imported goods and services whether used for intermediary or final use. Those who 
conceived the plan were aware of that difference while those who have replaced them in office 
seem to have ignored it.  

Even if we rely on the price index based on the consumption basket of 1966, the real average annual 
rate of growth would not exceed 3%, which means that the national product increase between the 
beginning and end of the period would only be 30%; while consumption prices rose by 40%. 

How could development be 0% in 10 years? 
Some may object to the results of this study by asking how growth could be zero while anyone can 
notice expansion in consumption and construction activity. The best answer to this question can be 
given through a simple example. If we consider a household and look at the income its members get 
from their work, that income represents the household’s share in the product. This income relates 
directly to the jobs the household’s members have the opportunity to get and to practice. The 
household can use its income for consumption and investment (like buying professional equipment 
or a home) and what is left is savings. Let us suppose now that the household borrowed last year a 
large amount of money, added it to its income and used the whole amount to cover its consumption, 
equipment and construction expenses. In that case the household expenses would be larger than its 
income, but the differences would stay as a debt, and consumption financed by debt would not 
correspond to any additional chances of work for its members. In addition the debt, especially if it is 
big in respect to the income and to production, creates an increase in the prices of goods and 
services that the household purchases. 
This is what has happened in the past 10 years. What the Lebanese gained from additional imported 
consumption stayed as a debt they have to pay. It did not increase their income and job 
opportunities. So the loss was doubled. The debt of the country is not only public debt. It also 
includes all the capital amounts that Lebanon has attracted and that are registered as deposits in the 
banking system. 


