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I. Description of the Consultant's Assignment and Methodology
1. Objectives and Results to be Achieved by the Consultant
On January 14, 2004, the Economic and Social Fund for Development (ESFD),
currently hosted by the Council for Development and Reconstruction (CDR),
contracted Information International to undertake "Services for the Formulation of a
Strategy for Social Development in Lebanon" in accordance with the financing
agreement between the Government of Lebanon and the European Union.
The objectives of the contract were clearly specified in the Terms of Reference
(TOR) of the assignment and include the following tasks to be performed by the
Consultant.
-

Proposing an overall strategy for social development in Lebanon.
Identifying geographical and sectoral pockets of poverty.
Developing a tool enabling the different actors and stakeholders in social
development to:
o Target social problems effectively
o Coordinate their efforts
o Increase efficiency and improve the impact of social development
initiatives

-

Specifying the framework (regions and zones, sectors and target groups)
within which ESFD will be operating to achieve poverty alleviation.

The results to be achieved by the Consultant were stated in the TOR under eight
different items that can be considered as deliverables. These items are as follows:
-

An overall strategy formulation report that contains the following:
o Description of the strategy formulation process
o Recommended and coordinated strategy for social development in
Lebanon

-

A matrix showing the hierarchy of goals and targets so as to define the
strategy and the tools needed in the implementation of social policies
A map of poverty and social development needs at the lowest possible spatial
level
A description of social programs and stakeholders' capabilities
A strategic analysis of development trends and obstacles to social
development by defining the hierarchy of problems
An identification of the intervention priorities of the ESFD and the elaboration
of specific indicators to monitor the impact of its programs and projects
Coordination of ESFD priorities with other main actors (including planning,
execution and evaluation of workshops)
A strategy document to be used by the different actors in the social sector
which should include:
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o The prioritization, coordination and mapping of social interventions
o The identification of the major problems and weaknesses to be
addressed
o The evaluation of risks in the strategy implementation (macroeconomic
performance, unexpected emergencies, and unexpected difficulties in
implementation)
It is also clear from the TOR that the Consultant should take into account the
following issues:
-

The internationally adopted set of goals and targets for social development,
The adequate identification of poverty and vulnerable groups in Lebanon, and
The impact of the following factors on social development in Lebanon:
o
o
o
o

Globalization and increased international competition
Structural adjustments needed in Lebanon
Monetary and fiscal constraints specific to Lebanon
The traditional lack of coordination inside the various Government
entities and their low level of efficiency

2. Methodology Requested in the TOR and Effective Steps to be Carried Out by
the Consultant in the Strategy Formulation Process
The TOR have described the six steps to be followed by the Consultant in the strategy
formulation process. The content of these steps, as described in Figure 1 of the TOR
(page 41) and in paragraph 4.2 (pages 42-48), are somewhat similar to the results to
be achieved by the Consultants in terms of deliverables. Table 1 compares the steps
with the results to be achieved.
Table 1: Steps to be Carried Out and Results to be Achieved
Results to be Achieved
1. Overall strategy formulation report
2. Matrix showing the hierarchy of goals
and targets
3. Map of poverty and social development
needs
4. Description of social programs and
stakeholders capabilities
5. Strategic analysis of development
trends and obstacles
6. Identification of the intervention
priorities of the ESFD
7. Coordination of ESFD priorities with
other main actors
8. Strategy document to be used by the
different actors

Steps to be Carried Out
1. Determination of goals, targets and
indicators
2. Poverty mapping
3. Analysis of social programs
4. Problem analysis
5. Strategy formulation with special
emphasis on the role of ESFD
6. Coordination
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The content of this report represents a combination of the results to be achieved and
the steps to be carried out by the Consultant as the central element of the strategy
formulation process. In formulating the strategy proposed in the report, the Consultant
proceeded along the following lines:
-

Review of new concepts and policies related to social development
Review of the existing literature on social development issues in Lebanon
Review of available social indicators and surveys relevant to adequate
identification of pressing social issues in Lebanon
Field survey for better identification of poverty pockets and vulnerable groups
at the lowest spatial levels
Review of spending on social programs and projects
Review of the institutional set-up catering for the social needs of the poor and
of vulnerable groups in Lebanon
Identification of the main non-Government actors and interviews conducted
with the main stakeholders and actors
Preparation of the three workshops requested by the TOR to integrate actors
and stakeholders in the strategy formulation process

3. Methodological Approach of the Consultant
The TOR of the assignment were quite broad, and the Consultant had to address them
properly within the limited budget and time frame. In this respect, two major
difficulties had to be faced in carrying out the assignment in accordance with the
TOR.
The first relates to finding a definition of the concept of “Social Development”
that incorporates the new elements introduced in the last twenty years in the agenda of
the international organizations and relates to the specific features of the Lebanese
situation and their constraints.
In fact, since social development relates to many different aspects of economic and
social life (children, the disabled, women, the environment, poverty, health,
education, employment, training, governance and transparency), we had to avoid, as
Consultants, the trap of a lack of focus on vital key issues relevant to the Lebanese
macroeconomic and social context. As the TOR required the Consultant to focus on
prioritizing and on adequately setting the hierarchy of goals as a main part of the
strategy formulation process, we have not included in our study all fields related to
the social realm. We have instead tried to identify the key issues and constraints that
are responsible for the many different kinds of social deprivation and exclusion from
the benefits of economic growth.
Many detailed studies of these social gaps are available in Lebanon and we did not
want to duplicate the work that has already been done. Our approach has been to
correlate these social gaps with the macroeconomic constraints which the Lebanese
development process is facing and which are the source of most shortcomings in the
different sectoral policies related to “social development”.
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The second obstacle, which complements the first, relates to changes needed in the
institutional set-up of the “social sector”. Here again, rather than going into a
detailed analysis of the functions of each Central Government and local institution in
order to propose a reform of each, we have tried to focus on key issues for a
successful reform of the social sector.
The institutional set-up is now expanding with the creation of the ESFD, and we
believe that it is essential that this new entity be the first milestone for such a reform.
ESFD should not become an additional window of social assistance. It should instead
be a powerful tool to initiate the changes that are required for a successful reform of
the social sector.
To overcome these two obstacles, the Consultant has adopted the following approach.
-

Special efforts were devoted to identifying the main constraints affecting the
overall growth of the Lebanese economy and having a negative impact on the
various social sectors. We have also tried to determine the linkages between
these constraints and the social gaps from which Lebanon is suffering, and to
evaluate the adequacy of the institutional set-up, both public and private, for
curing aspects of these gaps and arriving at a dynamic policy for poverty
eradication in Lebanon.

-

In the Consultant's view, any successful effort devoted to poverty eradication,
which is the core function of ESFD, needs a full diagnostic of macroeconomic
constraints and opportunities, as well as the identification of the tools needed to
overcome the constraints and take proper advantage of opportunities. To secure
adequate funding for social activities, growth needs to be both vibrant and
sustainable. This is why poverty eradication cannot take place with sluggish,
uneven, inequitable and irregular growth.
Past experience has shown that success in eradicating poverty is always
attributable to a pro-active economic policy securing adequate backward and
forward linkages between the social and the economic and financial aspects of
growth. Such policies have to be designed by empowering all actors and
stakeholders in the development process at both central and local levels of society.

-

This is the approach adopted by the Consultant both in formulating the strategy
process and in identifying the major strategic goals and the best tools to
implement the strategy. This approach can be summarized in Figures 1 and 2.
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Figure 1: Strategy Formulation Process
Identifying macroeconomic constraints and unexploited
opportunities
Linkages between macroeconomic constraints and social gaps
Refining poverty mapping and building adequate indicators
Appraising the adequacy of social programs to the constraints
and opportunities
Identifying the main actors and stakeholders
Appraising the adequacy of the institutional set-up to the
constraints and opportunities
Defining the main institutional reform targets

Figure 2: Defining Strategic Goals
Defining ways to overcome macro-economic constraints
through:
o Changes in certain economic policies
o Pro-active social policies
o Empowering actors and stakeholders
Establishing precise goals for:
o Employment creation
o Poverty eradication
o Regional development
o Institutional reform

-

As stated, the Consultant has not repeated the content of studies and data already
available on social issues in Lebanon. The social sector in Lebanon has been
thoroughly researched in respect of the periods before and after the war of 19751990, and we have assumed that these studies are familiar to decision-makers and
actors in the field of social development. A list of these studies is included in
Annex A, Volume III. However, we have identified the main sources of data and
knowledge concerning the social sector, and have mentioned them whenever
necessary. Except when they are relevant to the approach and methodology
adopted or to the needs of poverty mapping, we have not reproduced lengthy sets
of statistics and data from sources some of which are in any case contradictory.

-

We have tried, as far as we can, to exploit interesting indicators that have not been
used in defining social policies and in reviewing the gaps and negative impacts of
the overall economic policies of the country. This will particularly be the case
with the analysis we have conducted of the very large informal business sector in
Lebanon.
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Successful experiences in other countries indicate that the most important success
factor underlying poverty eradication is the formulation and implementation of a
policy that targets the informal sector so as to integrate its activities into the
productive local network. Helping this sector to upgrade its capacity and
encouraging large domestic or foreign corporations to use these small productive
units through well-organized sub-contracting activities is the only way to achieve
this goal. In this respect, Lebanon has a long way to go, but we believe that such a
target should become a key component of social policies.
The creation of business incubators in the various regions of Lebanon is another
policy component that can optimize other efforts deployed in the purely social
field (education and training) and can give substantial support to the creation of
employment opportunities. This is why we have devoted considerable research, as
part of the strategy process and the definition of strategic goals, to the issue of
upgrading the capacity of the informal sector in Lebanon.
-

In our approach we have also taken into consideration the large migration flows
to and from Lebanon. On the one hand, Lebanese migrants' remittances play a
very important role in alleviating social problems in Lebanon. On the other hand,
cheap labor coming into Lebanon is creating a distortion of the domestic
employment market that affects social conditions in the country.

4. The Content of the Report
As outlined in the table of contents, this report contains an overview of of social
development in Lebanon and its targets and indicators. The report presents an analysis
of the institutional set-up and the problems and proposes a pro-poor growth strategy
where the ESFD can play a positive and progressive role.

--------------------------------------------------------------------------------------------------------------------------ESFD-Formulation of a Strategy for Social Development in Lebanon
6
Contract #: LBN/B7-4100/IB/99/0225/S06/0803

Lebanon’s Strategy for Social Development
Information International SAL

Volume I

----------------------------------------------------------------------------------------------------------------------------------------------------------

II. Executive Summary
1. The present Report has been looking at various social reform issues needed in
Lebanon in the context of the Millenium Goals as well as the new
developmental concepts that are being diffused internationally and adopted by
developing countries.
2. The approach has also focused on the specific Lebanese context, which we have
tried to analyse in the economic history perspective of a society that has not yet
completed successfully its transition from a rural economy in the XIXth Century
to a modern based, highly productive and competitive economy.
3. The poverty mapping that we have realized for this study (See volume II) has
confirmed the adequacy of this approach. Large poverty pockets are still to be
found in peripheral rural areas. These areas continue to produce a massive flow of
poor migrants to the main urban centres that constitute urban poverty pockets.
This phenomenon has already been analysed in details by the IRFED Mission
social survey conducted between 1958 and 1960. It is perpetuated half a century
later, in spite of huge reconstruction spending since 1992.
Certain unrban pockets of poverty, particularly in Tripoli, present a major
challenge for all stakeholders. The Consultant has designed certain indicators that
are both innovative and useful for researchers and actors in social development.
4. Our analysis of social expenses and institutional channels through which these
expenses are disbursed and distributed show that considerable financial flows are
devoted to alleviating poverty and assisting some sectors of the economy, but that
these flows are not properly focused to reach clear goals and targets within the
context of an overall economic policy. New policies that that could be conducive
to a more balanced development and a sustainable type of economic growth are
recommeneded in order to generate the employment opportunities needed to
eradicate poverty and increase the available income of the larger parts of the
population who lives under difficult socio-economic conditions.
5. This study has also taken into account the resources available through the migrant
transfers and has tried to raise the attention to the negative side of the continuous
brain drain that affects the country and its economic performance.
6. This is why the analysis conducted in this report has not concentrated exclusively
on assisting the poor and on raising the efficiency of the social sectors, but rather
has enlarged the perspective of social policies to job creation policies and
namely to integrating the small business sector units into the modern
economy. This has been explained in the presentation of our methodology in the
first pages of this report
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7. The very useful data included in the Census of Economic Establishments in
Lebanon produced by the Central Administration of Statistics in 1997 constitute a
powerful analytical tool to design such a policy. A special volume (Volume II)
presents the results of our analysis and could be used in the future by the ESFD
and the Ministry of Economy to develop well focused policies for the
modernisation of the small business sector. This sector could become the main
source of job creation and added value in the next decades if the overall economic
policy of the country could be re-engineered so as to become a highly productive
economy, less dependent from financial remittances from abroad and from real
estate transactions and developments.
8. The Lebanese economy enjoys a reservoir of productivity and unexploited
opportunities for sustained and more equitable economic growth than it appears
at first glance or in the traditional “economic wisdom” that sees Lebanon
exclusively as a centre for light and unsophisticated services.
9. However, what the Report shows is that such changes in the macro-economic
environment and institutional set-up of the country requires a much greater
degree of association of actors and stakeholders of development in debating
and formulating socio-economic strategies and goals than it is the case actually.
Through the strategy formulation process proposed here it will then be possible to
create efficient partnership between these actors and stakeholders to reach the
goals identified and the targets that will have been set and implement the
programs adopted through consultation and consensus.
10. This is why the Report has emphasized the tools needed to create the adequate
institutional set-up that will engage all the actors and the stakeholders in this
creative dialogue. A certain number of consultative councils should be created to
organize these actors and stakeholders and namely:
a. A Small Business Unit Council with regional sub-councils
b. Regional Economic and Social Councils at the level of the Mohafaza and the
Qada
c. A National Council of NGOs that would regroup all the different types of
NGOs with the main Government administrations and Public entities
concerned with social development.
The ESFD could assume the Technical Secretariat of these Councils.
11. In terms of financial tools needed, the Report recommends the creation of
Regional Funds involving all the major actors and that could attract the savings
of the Lebanese emigrants as well as foreign donors' assistance.
12. As for the role and organization of the ESFD, the Report suggests adapting its
organization to the main functions that could be undertaken by it without
duplicating or encroaching on other Public administrations. In particular the
following functions are to be emphasized in the future in coordination with other
concerned ministries:
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a. Rural Development (in cooperation with the Ministry of Agriculture and
Ministry of Tourism)
b. Urban Development (in cooperation with the CDR and Urban Planning)
c. Funding and Financial Risk Management
d. Social Observatory
e. Monitoring and Regulating NGOs activities
f. Human Resources and Training
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III. Introduction: Overview of Social Development in Lebanon
1. Lebanon before the War
1.1. Before Independence: The painful decline of the rural economy
The Lebanese economy in the pre-independence period can be characterized as a rural
economy with the prevalence of independent producers and quasi-feudal
relationships. The opening of the traditional Lebanese rural economy to international
trade began in the 14th century and was considerably accelerated with the French
Mandate and then the Independence. This opening was quite a painful process that has
not yet been successfully completed. Since the middle of the 14th century, it has been
responsible for not only continuous migration of impoverished rural Lebanese from
the mountains to the cities but also migration to the Americas and other overseas
destinations.
1.2. After Independence: The unfinished transition from a rural economy to a
modern competitive economy
Economic policy in Lebanon after independence implicitly accelerated the transition
from a rural economy to a relatively open trade and services economy. Emigration
was seen as the best solution to what had become an irresistible decline of the rural
areas. That decline was made more acute by the fact that the borders with occupied
Palestine were closed in 1948 and the fact that Syria embarked on a protectionist
policy course and later implemented a socialist closed economy system. Peripheral
regions close to the Palestinian and Syrian borders were thus badly hurt.
The belief of economic decision-makers after Independence was that Lebanon had no
comparative advantage in industry and agriculture but could be quite successful in
becoming a regional trade and financial hub. The Arab region was relatively
underdeveloped in the middle of the last century, while Lebanon was significantly
more advanced in terms of education and human skills. That was why it was believed
that the country had a strong comparative advantage in trade and services, and in
particular tourism.
Several favorable regional factors contributed to the relative success of that policy,
notably the various coups d'etat in neighboring Arab countries and the influx of
capital and skilled human resources fleeing those countries to Lebanon, as well as
cheap Palestinian and Syrian unskilled labor.
However, as later studies showed, the social cost of that policy was quite high. It was
believed that the social cost of this unplanned economic transition constituted the
main domestic political factor at the root of the violent civil disturbance of 1958,
alongside other external factors. Before 1958, the government took various steps that
aimed at promoting social development and mitigating the costs of transition These
steps are highlighted below:
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-

In 1951, an agreement for technical cooperation and exchange of experience
was signed between the USA and the Lebanese Republic, under the aid program
offered by the US to developing countries and better known as the Fourth Point.
This agreement resulted in the implementation of various development plans
and projects.

-

In 1952, Lebanon joined the United Nations Development Programme (UNDP),
which has implemented a number of social development projects in Lebanon.

-

The year 1953 witnessed the establishment of the Council of Planning and
Economic Development chaired by the Minister of Economy and composed of
various directors generals as members. The mandate of the council was the
suggestion of various economic and developmental policies.

-

In 1955, the Ministry of Planning was established. Its consultative mandate was
defined as designing developmental plans and projects, conducting research and
studies, coordination of technical and economic aid and grants provided to
Lebanon. In 1956, the Council of Planning devised a three-year plan for
development (1957-1960), which involved a number of infrastructure projects.
However, the plan was not implemented due to the unstable security situation
that Lebanon witnessed in 1958.

Nevertheless, it was not until 1958 that significant measures were taken to alleviate
the acute human and social problems generated by the laissez-faire, laissez-passer
style of economic development. President Fouad Chehab asked a French institution
which specialized in development and social problems to conduct a full survey of
living standards in the different regions of the country. The results of that study were
appalling, and will be summarized and compared with the present situation.
1.3.IRFED Mission Survey of Social Conditions in all the Regions
1.3.1. The Notion of Global and Harmonized Development in the Approach of
IRFED Work in Lebanon
The IRFED expedition adopted a new concept of development: “In order to be real,
development has to be comprehensive and address each and every individual.
Development is a set of processes that transfer the targeted people from a less human
to a more human stage, rapidly and at low cost, while cooperation between different
sub-communities is preserved.”
“Consequently, development must be targeted, in the sense that it improves the
standard of living of residents in all regions and in different economic and productive
aspects in an equitable way. Development must be suitable, i.e. the appropriate tools
must be targeted towards comprehensive and well-balanced development. This should
lead to harmonious, undivided and uniform development across all sectors. Moreover,
development must be self-initiated, and not imposed through dictatorial or political
powers."
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1.3.2. The 1962 Survey of Socio-Economic Conditions in the Different Areas
Standards of living were assessed in accordance with two levels:
a. Basic Measurable Levels
-

Health conditions
Health equipment and supplies
Technical and economic level
Domestic situation
Household appliances
Housing (i.e. electricity, lighting, telephone)
Habitat (sanitation, water, etc.)
Educational level
School equipment
Psychological factors at the school level

b. Estimated Social Levels that cannot be Quantified
-

Cultural situation
Recreational activities
Family level
Social level

Standards of living were given different ranks1 as shown in Table 2:
Table 2: Classification of Regions Based on Standards of Living
Classification
Class A = NonDeveloped

Class B = UnderDeveloped

Region
Masoudiyeh
Khodr
Total 2 Villages
Hadchite
Jdeideh
Deir Janine
Michmich
Nemrine
Yanouh
Charbine
Chlifa
Yat
Janta
Ksarnaba
Chaapa

Standards of Living
0.71
0.93
Note of Class 0.82
1.49
1.44
1.44
1.00
1.35
1.48
1.03
1.47
1.34
1.27
1.35
1.44

Location
North
East
C.N.S.E
0 1 0 1
North
North
North
North
North
Centre
East
East
East
East
East
South

1

0 = very bad, underdeveloped and no growth, 1 = bad, underdeveloped, 2 = acceptable; between
growth and underdevelopment, 3 = good, growth, 4 = very good, high growth
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Table 2 (Cont’d): Classification of Regions Based on Standards of Living
Classification

Region
Zawter
Ech-Charqiyeh
Yater
Total 14 Villages

Class C = Partially
Under-Developed

Class D=
Announced
Development
Initiated

Standards of Living
1.42

Location
South

1.20
Note of Class 1.34

South
C.N.S.E
1 5 3 5
North
North
North
North
Centre
Centre
Centre
Centre
Centre
South
South
South
South
South
South
South
East
East
East
East
East
East
East
C.N.S.E
5 4 7 7
North
North
North
Centre
Centre
Centre
Centre
Centre
Centre
Centre
Centre
Centre
East
East
C.N.S.E
9 3 0 2

Bezbina
Kfarzaina
Toula
Bhannine
Ammatour
Warhaniyeh
Katernaya
Chehim
Jiyyeh
Kfarhouneh
Lebaa
Addoussieyh
Abbassiyeh
Mimes
Kfeir
Jwayya
Jdeideh
Marj
Deir el Ghazal
Lala
Mouhaidtheh
Yanta
Ammiq
Total 23 Villages

1.70
1.98
1.76
1.58
1.96
1.71
1.63
1.65
1.92
1.98
1.86
1.66
1.57
1.70
1.94
1.76
1.72
1.70
1.74
1.57
1.68
1.63
1.59
Note of Class 1.93

Hadeth-el-Jabbeh
Baino
Chekka
Qartaba
Mazraat Kfardebiane
Rayfoun
Yanouh
Abadiyeh
Arsoun
Houmal
Abey
Tabarja
Jdita
Saghbine
Total 14 Villages

2.15
2.38
2.29
2.27
2.16
2.42
2.10
2.42
2.07
2.43
2.43
2.13
2.30
2.24
Note of Class 2.27
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Table 2 (Cont’d): Classification of Regions Based on Standards of Living
Classification

Class E =
Advanced
Development

Region
Qornet-Chehwane
Falougha
Hadeth
Jdaideh
Beit Chabab
Rayaq
Anjar
Total 7 Villages

Standards of Living
2.65
2.67
2.54
2.57
2.56
2.68
2.57
Note of Class 2.61

Location
Centre
Centre
Centre
Centre
Centre
East
East
C.N.S.E
5 0 0 2

A quick comparison between the results of the IRFED Mission and what is available
to us by exploring available data and statistics reveals that:
-

Some areas that were categorized under Class A remain under the same
classification (e.g. Masoudiyeh in Akkar and Khodr in Baalbeck)

-

Some areas, previously classified as Class B have witnessed an upgrade in
classification due to several factors, including the government's
implementation of various development projects and increased migration, as in
the case of Chaqra and Bint Jbeil

-

Some areas, classified by the IRFED Mission as Class C have also enjoyed
improvements in their standards of living because of the factors mentioned
above, along with others. For example, in the last 50 years, residents of
Chehim have increasingly entered public sector employment, which has led to
an improvement in its standard of living. Also, Jiyyeh in the Chouf Qada, has
undergone major socio-economic development despite the forced migration of
many of its residents in 1985. This could be partially attributed to assistance
provided by the Ministry of the Displaced and the Central Fund of the
Displaced

-

In general, areas classified as developed (Class D and Class E) have
maintained the same classification

1.3.3. IRFED Economic Policy Recommendations
To promote the socio-economic development of Lebanon, the IRFED Mission
suggested a number of governmental interventions along with efforts to be undertaken
by the community. In addition, a system that promotes freedom should be established,
so that individual efforts are not wasted and conflicts are avoided.
1.3.4. The Five-Year Economic Development Plan 1964-1968 Economic and Social
Reforms Carried Out During the Mandate of President Chehab
Based on the recommendation of the IRFED Mission, a five-year economic plans was
designed and various social reforms were put in place.
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The implementation of the development plan required that, in addition to the regular
expenditure of the Lebanese administration (LBP345 million per annum), investment
expenditure should reach the amount of LBP735 million over a period of five years,
with an annual average of LBP147 million. The plan also suggested that the annual
increase in administrative expenditure for development be increased from LBP17
million in 1964 to LBP78 million in 1968, i.e. LBP265 million over five years. If the
amount of LBP735 million for investment is added, the total would reach LBP1
billion, out of which LBP391 million would be allocated for already selected
development projects and development projects under execution.
Moreover, LBP181 million should be added as T-bills for autonomous public
organizations, such as the Beirut Port. Finally, LBP165 million is allotted for
emergencies, adding up to a total expenditure of LBP 1,425 million.
Table 3: Distribution of Expenditures of the Five-Year Development Plan (1964-1968)
Basic and Natural Infrastructure
Roads
Drinking water
Irrigation
Electric power
Buildings and other costs
Social Infrastructure
Health
Education
Social security
Social aid
Contributions to Production
Agriculture and fisheries
Industry
Tourism and archaeology
Other costs
Sub-Total
Credits for Autonomous Organizations
Credit for Different Sectors
Industrial credits
Agricultural credits
Other credits
Sub-Total
Grand Total

480
170
87
71
74
78
322
65
169
64
24
118
49
27
42
42
962
180
300
135
130
35
480
1,442

This five-year plan was expected to produce the following results:
-

Average annual growth of national income estimated in the range of 4.5–4.8%,
while average growth of individual income was estimated between 2 and
2.5%, taking into consideration the population increase.
Completion of 65–70 km of highways, the widening of 200 km of
transnational roads, the rehabilitation of 800 km of main and secondary roads
and the construction of 600 km of roads in isolated areas.
Providing 1,600 villages with access to drinking water.
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-

-

-

Increasing electric power from 285,000 to 533,000 kw-h, expanding the access
of the high frequency network to 250 km and establishing 1,500 km of
distribution lines (medium-tension) that would enable electricity to reach
1,800 villages.
Increasing the number of telephone lines from 70,000 to 170,000.
Building a third basin at Beirut Port and maintaining Beirut International
Airport, in order to allow Lebanon to absorb an expected increase in the
number of passengers and quantity of goods.
Providing additional schools to accommodate 100,000 children in the public
and private sectors
Establishing 16 health care centers, 26 rural clinics, 8 health care units in rural
areas, and equipping existing hospitals.
Reforming 20,000 hectares of land, foresting 30,000 hectares, and adding
20,000 hectares to irrigated areas
Adopting an appropriate industrial policy that includes creating adequate
skilled labor through providing public vocational education and intense
vocational training, defining standards and measurements, as well as providing
facilities for credit and marketing production.
Increasing the number of tourists from 320,000 in 1963 to 600,000 in 1968,
and consequently increasing tourism revenue from LBP100 million to LBP150
million.

The reforms carried out during the mandate of President Chehab were aimed at the
following goals:
-

Developing basic social infrastructures in deprived regions (education and
health)
Creating a public entity to cater for the deprived and vulnerable groups (Office
of Social Development)
Creating a social security system for workers and employees
Fertilizing the soil in rural areas (Green Plan) and developing irrigation (Litani
dam)
Reviving traditional silk craft (Silk Office)
Controlling the quality of agricultural export produce (Fruit Office)
Establishing the Central Bank
Developing the basic economic infrastructures (port, airport, highways, dams,
etc.)
Developing the public education sector and creating the Lebanese University
Supporting the development of regional capitals to break the polarization of
economic activities around Beirut (Tripoli Fair)
Contributing to the establishment of a regional institutional framework to plan
for economic and social development in all regions of the country.
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2. The War and its Social Consequences
Another development plan was introduced by the government in 1971. The six-year
plan (1971-1977), which was designed during the term of President Suleiman Frangie,
was never implemented. Moreover, the year 1977 witnessed the establishment of the
Council for Development and Reconstruction (CDR). However, the war prevented
this council from operating.
During the war (1975-1990), Lebanon witnessed severe destruction at both the human
and the physical level which led to voluntary and forced migration, the collapse of
public utilities, and deterioration in the government's institutions and a decrease in
their role. While huge technological developments were taking place in the world
economy, Lebanon’s economy was cut off from these developments for 15 years,
despite remarkable efforts by the business community to adapt to war conditions and
to continue to be of service to consumers. The war also contributed to the
redeployment of economic activities from the center of Beirut to its peripheries and to
main urban centers in the regions.
Although it is difficult to estimate the costs of any war, particularly if the indirect
costs of lost investments and profits are taken into consideration, the World Bank
estimates the losses in Lebanon’s war to have been US$ 25 billion. Other estimates
put the figure as high as US$200 billion. Estimates of human losses are as follows:
-

The number of fatalities between 1975 and 1990 is estimated at 200,000.
The number of wounded is estimated at 300,000, of whom 50,000 were
partially disabled and 12,000 completely disabled.
The number of displaced is estimated at 450,000.

The physical damage inflicted on housing units, industrial and commercial
institutions, and infrastructure is hard to estimate accurately due to the prolonged
period of war which was interrupted by short periods of relative stability. Estimates
show that:
-

Electrical power decreased from 1,350 MW to 500-600 MW. Losses are
estimated at US$1.5 billion.
The number of telephone lines decreased from around 500,000 to about
250,000. Losses are estimated at US$ 1.2 billion.
Water and distribution networks were severely damaged. Losses are estimated
at US$ 800 million.
Environmental degradation and waste accumulation in many areas
Destruction to the road network, with losses estimated at US$700 million
Damage to the airport and sea ports, whose operations were halted
Over 600 industrial units of various sizes were destroyed, with losses in the
sector estimated at US$ 1.4 billion.
Losses in agriculture and crop damage estimated at US$1 billion with a
decrease in green areas
Destruction of 65 hotels in Beirut and Mount Lebanon
Complete destruction of 10,000 houses, partial destruction of 30,000 houses,
and damage to 70,000 houses
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-

Decline of public education and the deterioration of its quality relative to the
private sector. While about 42% of students were in public schools in 19741975, that figure fell to 32% in 1991-1992.
- Construction was chaotic and unorganized
- Decrease in income levels: While income levels stood at LBP 200 in 1975 as
measured in constant prices, they decreased to LBP 50 in 1990.
- Significant rise in inflation after 1984 (730% in 1987, decreasing to 130% in
1992).
- Major increase in the exchange rates of foreign currency, particularly the US
dollar: While the exchange rate stood at LBP3.2 to the US dollar in 1975, it
became LBP 1,000 to the US dollar, leading to a loss in the value of savings,
particularly small savings.
More than ten years have passed since the war was declared to be over, but its
consequences and traces remain. The unfavorable socio-economic situation in
Lebanon can largely be attributed to the war. As such, any plan or program for social
and economic development in Lebanon must take into account the consequences of
the war. The disabled, the displaced, the orphans and the lack of employment
opportunities are issues that should be emphasized.
3. Postwar Economic and Social Policies
3.1. The Main Strategic Goal of Economic Policy
The main goal of postwar economic policy was to put Beirut back on the map as a
center for the Arab world’s trade and financial flows and to restore it to its former
position as a regional hub. To that effect, the reconstruction of infrastructure in and
around Beirut was the first priority. The plan was to cope with the increase in the
volume of business in the Arab world in the hope that Lebanon would once again be
in a position to secure part of these trade and services flows.
In 1991, an emergency plan was set up by Bechtel and Dar Al Handasah (Shair and
Partners) at the cost of US$3 billion for three years, followed by a four-year period of
rehabilitation, which is in turn followed by a stage of development of all economic
sectors.
In 1992, the government issued the Emergency Rehabilitation Plan (Priority
Programme) with some amendments, whereby it became a five-year plan and costs
increased to US$4,449 million (a 50% increase). The plan was composed of 126
projects in 15 sectors. Table 4 shows the sectoral breakdown of these projects.
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Table 4: Sectoral Breakdown of Projects under the Emergency Rehabilitation Plan
Sector
Electricity
Sewer network
Waste management
Telecommunications
Transportation
- Roads
- Public transportation
- Airport
- Sea ports
Water
Education
Health
Housing
Resettlement of the displaced
Agriculture
Industry
Gas and oil
Special services
Public buildings
Administration and execution

Cost (million US$)
522
281
90
140
717
106
173
190
140
121
193
511
500
238
122
74
113
157
73

In 1991, the CDR was restructured and reactivated, and the Council designed in 1994
the "Plan of the Year 2000" which extends over 1993-2002 at a total cost of US$11.6
billion.
The plan aimed at attaining regionally balanced development and reconstruction. Its
objective was to double GDP and return it to the 1974 level by the end of the
designated period. It also planned to double the 1992 personal income by 2002. This
plan assumed a scenario where the financial situation is managed in such a way that
would first lead to decrease in budget deficit to reach some sort of balance by 1995 to
ultimately achieve a surplus – that could be invested – that would increase until it gets
as high as 90% of GDP before 2000. These cumulative improvements in the budget
starting 1996 would constitute the main source to finance the construction process and
debt service. The plan forecasted the increase in debt – both internal and external –
from 50% of GDP in 1992 to a peak of 84% of GDP in 1995, after which it would
gradually decrease to 39% in 2002.
However, this plan was replaced with "Horizon 2000" that extends over a 13-year
period (1995-2007) at a total cost of US$18 billion. Table 5 shows the sectoral
distribution of this plan.
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Table 5: Sectoral Breakdown of Projects under the "Horizon 2000" (million US$)

Sector
Electricity
Telecommunications and Post
Roads, highways, and public
transport
Public health and social affairs
Education
Potable water and wastewater
management
Solid waste management
Airport and sea ports
Agriculture and irrigation
Industry, gas and oil
Environment
and
complete
development
Public buildings
Housing and the return of the
displaced
Administration and execution
Socio-economic development
Others
Total

Work Completed
between 1/1/1992
and 30/9/1996
229.6
32.1

Work
Completed by
31/12/2001
920.5
502.3

Work
Completed by
31/12/2003
1,330.3
776.4

22.6

513.0

700.2

3.5
77.5

80
265.3

700.2
317.5

46.2

303.9

510.3

33.7
6.1
3.9
0.4

103.9
116.6
30.8
-

249.0
522.1
69.4
-

-

18.5

11.7

29.2

92.2

100.0

1.2

-

-

77.7
563.5

126.7
5.1
3,078.8

160.7
15.7
6.7
5,008.1

While a thorough evaluation of developmental projects and an assessment of whether
they achieved their objectives require an extensive study that is beyond our scope, a
quick review of these projects allows us to reach the following conclusions:
-

-

-

A number of roads and highways were accomplished which linked different
areas together and allowed for better accessibility, particularly between the
capital and areas in the North, the South, and Bekaa.
A number of phone central exchanges were established which helped spread
the phones in most Lebanese areas. Currently, there is an oversupply of
telephone lines, whereas getting a line in the past required "connections" and
paying extra "brokerage" fees.
Public schools were supplied with buildings, and new schools were
constructed in remote areas. However, the quality of public schools remains
well below that of private schools.
Despite large projects in the domain of public health, public hospitals and
health centers remain unequipped and as such are inactive.
Despite various projects in the electricity sector, most Lebanese areas are still
subject to long periods of rationing (taqneen), sometimes due to technical
problems and insufficient capacity of the network and in other times due to
shortage in fuel.
Water in a large number of areas remains unsuitable to drink, and half of the
households are not connected to public sewer networks.
As for the public finance assumptions of the plan, they were in no place neat
the forecasted scenario – by mid 2004, public debt stood at 190% of GDP.
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The second priority was to compensate those who had lost their homes and become
displaced during the war through the creation of the Displaced Fund.
Another important goal was to attract external capital and increase private investment.
To achieve that, there was a substantial decrease in income tax and other forms of
direct taxation. A fixed exchange rate system was also established, dollarization of the
economy was encouraged and the structure of high interest rates and interest
differentials between the Lebanese pound and the US dollar was continued despite
rapidly declining inflation.
As the main goal was to re-establish Beirut as a trade and financial hub for the region,
no goal was set for rehabilitating destroyed industrial and agricultural production
capacity. The previous policy of promoting traditional services, as established after
independence, was fully reinstated.
Investment was thus oriented heavily towards the real estate sector in Beirut, and
industrialists and agricultural landowners did not receive direct support to rehabilitate
and modernize their productive assets. However, with time and through foreign
funding from IFC and the EIB, lines of credit were made available to the banking
system to be used for medium- and long-term credits to the industrial, housing and
tourism sectors.
3.2. Overall Social Policies
As for social policies, the Central Government increased substantially both the
institutional set-up and budget spending in order to respond to the various social
demands made by certain categories of the population. However, these efforts were
not conducted within the framework of a well-defined strategy for social
development. This is why various kinds of expressions of social discontent by
different segments of the population, professional categories or regions have been a
permanent feature of political life.
Despite the creation in 1999 of the Economic and Social Council, as stipulated by the
Taëf Agreement, the country continues to lack an effective forum for social dialogue
and for the formulation of a national strategy for social development. Consequently,
the Government has no well-defined and explicit policies concerning such vital socioeconomic issues as health and education. However, the broad guidelines of such
policies are outlined in the Ministerial Communiqué from which the Government's
main developmental concerns and priorities can be deduced.
To achieve its objectives, the Government has promulgated various laws and decrees
over the past decade. A number of new ministries and public institutions have been
established, such as the Ministry of the Environment, the Ministry of Social Affairs,
the Ministry of the Displaced, and the Economic and Social Council. Furthermore,
laws have been passed that have allowed for borrowing so that a number of
developmental projects can be carried out. These have included loan agreements with
the World Bank, the OPEC Fund for International Development, the Saudi Fund for
Development, the Arab Fund for Economic and Social Development, the Abu Dhabi
Fund for Arab Economic Development, the European Investment Bank and others.
Other legal instruments have sought to resolve issues that are sector-specific. Table 6
highlights the Government's main development objectives and goals and the legal
instruments it has put in place to serve those goals.
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Table 6: The Government's Main Development Objectives as Outlined in the Ministerial
Communiqué and Laws Passed to Achieve these Objectives
Objectives

Laws
Displaced
Ensuring the return of all the displaced and - A law that established the Ministry of the
providing adequate and equitable compensation to
Displaced (MOD) in 1993
all those who have been harmed
- Laws that allocate extra funds for the Displaced
Fund and the South Council
- A law that allows the displaced to build without
having to comply with the legal requirements for
construction
Employment
Providing employment to all citizens on the basis - A law that merged the National Employment
of meritocracy and equal opportunities
Office with the Ministry of Labor
- A law that allowed the Government to accede to
several agreements of the International Labor
Organization
Education
- Upgrading the quality of education, particularly - A law that established the Ministry of Technical
public schools
and Vocational Learning
- Special attention to be given to the geographical - A law that established the Ministry of Education
distribution of schools
and Higher Education
- Upgrading the skills of teachers
- A law that freezes school tuition fees
- Special attention to be given to the Lebanese - A law related to organizing the budget of schools
University and technical and vocational
and setting tuition fees in private schools
education
- A law that makes elementary education compulsory
- Spreading education to reach all groups and - A law that exempts public school students enrolled
before the school year 2001/2002 from school
regions, with special attention given to the cost
fees and from parents' contributions to public
of education
school funds
- A law related to establishing a body for educational
guidance and founding educational locales at the
Mohafaza level
- Several laws that allowed for borrowing and other
financing agreements to finance a number of
educational projects (upgrading vocational and
technical education, the Lebanese University, the
rehabilitation of schools, improving the quality of
education, …)
Health
- Adoption of an upgraded health care system
- A law aiming to establish public institutions that
- Supporting primary health care
regulate and administer hospitals annexed to the
- Organizing and increasing the capacity of public
Ministry of Public Health
hospitals
- A law that established an office for public health in
- Rehabilitation and construction of hospitals and
Nabatieh
health centers
- A law that allows pharmacists to sell medicine at
- Decreasing the cost of health care
prices lower than those set by the Ministry of
- Increasing the institutional capacity of the
Public Health
Ministry of Public Health and making it the - Several laws that allowed for borrowing and other
main body concerned with health issues
financing agreements to finance a number of
health projects (health sector rehabilitation,
construction and rehabilitation of hospitals, and
supply of equipment to a number of hospitals)
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Table 6 (Cont’d): The Government's Main Development Objectives as Outlined in the
Ministerial Communiqué and Laws Passed to Achieve these Objectives
Objectives
Laws
Housing
Action to be taken according to the severity of - A law that established the Housing Institute (1996)
the problem
- A law that grants banks exemptions on fees related
to housing loans
- A law that expands the scope of legal enforcement
of the Housing Institute
- A law that establishes a body for providing housing
for military volunteers
- Extending the timeframe of benefiting from
expanding house investment stated in Law 6/80
and its amendments which are related to
financing and constructing 20,000 housing units
in all Lebanese areas
Infrastructure
- Improvements in electricity and water
- Several laws that allowed for borrowing and other
- Construction of international roads and main
financing agreements to finance a number of
roads
infrastructure
projects
(drinking
water,
- Developing the telecommunications network
rehabilitation of electrical utilities, supply of
equipment to electricity production stations,
construction of new electricity distribution
stations, rehabilitation of Beirut International
Airport, waste water management, road
rehabilitation and construction, etc…)
- A law that intensifies the penalty imposed on
crimes related to abuse of electricity, water, and
telephone
- A law that organizes the electricity sector
Environment
- Putting in place a well-defined environment - A law that established the Ministry of the
policy and an action plan with a clear
Environment in 1993
timeframe
- A law that allows the Government to accede to two
- Special consideration to the issues of water
agreements related to the ozone layer
and air pollution, chaotic utilization of land - A law that allowed the Government to sign with
and organizing the industrial sector
the UN an agreement to combat desertification
- Establishment of a national scientific - A law related to protected natural forests
environmental institution that conducts - Laws that established nature reserves (e.g. Al
research and collects data and information
Chouf Cedars, Yammouneh, etc…)
- Coordination of MOE with other ministries to - A law that requires the use of less polluting fuel by
resolve the issue of quarries
vehicles in an attempt to limit air pollution
- Raising awareness about vital environmental - A law that aims to protect the environment
issues
- A law that allows for Lebanon to accede to the UN
Agreements
on
Climate
Change
and
Biodiversity, signed in Rio de Janeiro in 1992
- A law that allowed Lebanon to join the Basel
Agreement on controlling the movement of
hazardous waste across borders
- A law that allows Lebanon to join the Copenhagen
Agreement on ozone-depleting substances (1999)
- A law that allows Lebanon to join the Stockholm
Agreements on Persistent Organic Pollutants
- Several laws that allowed for borrowing and other
financing agreements to finance a number of
projects (limiting coastal pollution, combating
deforestation, …)
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Table 6 (Cont’d): The Government's Main Development Objectives as Outlined in the
Ministerial Communiqué and Laws Passed to Achieve these Objectives
Objectives
Laws
Disabled
Provision of protection and training that can - A law related to the disabled (1993)
ensure a decent and productive life for the - A law that specifies that the disabled should be
disabled
employed in public institutions and municipalities
- A law that extends the term of the founding
Committee for the Disabled
- A law that adjusts the wages and salaries of the
disabled
Youth
- Initiatives that would promote dialogue
among Lebanese youth and make use of their
potential, and create an environment
conducive to their participation in national
decision-making
- Creation of employment opportunities
- Special attention to be given to sport and
physical activities by encouraging the
relevant organizations
Women
- Preservation of women's rights
- A law that established the National Committee for
- Ensuring equal employment opportunities in
Lebanese Women
both the public and private sectors
- A law that allows women to benefit from Coop
contribution for her foreign offspring
- A law that allows Lebanon to join the Agreement
to Establish the Organization of Arab Women
NGOs
Providing support to NGOs
Agriculture and Rural Development
- Adoption of a rural development policy
- Several laws that allowed for borrowing and other
- Support to agro industries and finding new
financing agreements to finance a number of
export markets
agricultural
projects
(rehabilitation
and
- Provision of guidance concerning alternative
modernization of irrigation networks, agriculture
crops and high-yield crops
infrastructure, etc…)
- Preserving underground water and protecting - A law that allocated extra funds to implement
it from pollution
development projects in Hermel, Akkar, Baalbeck
- Implementation of projects to make use of
and similar areas
surface water (dams, lakes, Litani River
Project)
- Expanding the water network to provide water
to all areas and villages
Transportation
- Developing and equipping airports and sea - A law that established the Ministry of Transport
ports
- A law that allocates resources to the Office of
- Designing a plan for road maintenance
Railroad Tracks and Common Transport
- A law that allowed for the import and use of dieselpowered vehicles
- A law that allowed for borrowing from the World
Bank to finance projects for road rehabilitation at
national level
- Laws that allowed for bilateral agreements related
to terrestrial and maritime transport with a
number of countries (Romania, Jordan, China)
--------------------------------------------------------------------------------------------------------------------------ESFD-Formulation of a Strategy for Social Development in Lebanon
24
Contract #: LBN/B7-4100/IB/99/0225/S06/0803

Lebanon’s Strategy for Social Development
Information International SAL

Volume I

----------------------------------------------------------------------------------------------------------------------------------------------------------

Table 6 (Cont’d): The Government's Main Development Objectives as Outlined in the
Ministerial Communiqué and Laws Passed to Achieve these Objectives
Tourism
- A law that allowed for securing finance from the
European Investment Bank to rehabilitate hotels
outside Beirut
Municipalities
Building the capacity of municipalities and - A law that allows for the establishment of a
introducing improvements to the laws ministry that is concerned with municipal and rural
governing their work
affairs
- Rehabilitation of tourist sites
- Encouraging investment in the tourism sector

As shown in Section VI, Items 5 and 6, the implementation of those commitments is
hampered by many structural and institutional problems.
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IV. Social Development, Targets and Indicators
1. International Definitions of Social Development
1.1. The World Bank Concept of Social Development
According to the World Bank “Social development is equitable, socially inclusive,
and therefore sustainable. It promotes local, national, and global institutions that are
responsive, accountable, and inclusive and it empowers poor and vulnerable people to
participate effectively in development processes” (WB OED Review of Social
Development in Bank Activities, 2004).
The recent World Bank review of social development which covered 2577 of its
projects in 9 thematic portfolios concludes that "social development does not have a
single, broadly agreed upon definition, and is often characterized by what it does
rather than by what it is." The review identifies four conceptions of social
development within donor organizations. They pertain to: (1) social sectors; (2) safety
nets; (3) inclusion, equity, and empowerment; and (4) social relations. They are often
reflected in the structures agencies adopted to deal with social issues. Within a single
development organization, any combination of these conceptions can exist, making
the internal dialogue quite challenging. In the Bank, all four conceptions are common,
but social development as a practice fits into five "business lines": (1) Participation
and civic engagement; (2) social analysis; (3) community-driven development; (4)
conflict prevention and reconstruction; and (5) social safeguards. (WB/OED 2004)
1.2. The World Summit Concept of Social Development
According to the 1995 World Summit for Social Development (WSSD), social
development is defined as: “the well-being of individuals and the harmonious
functioning of societies in a context of sustainable economic growth. Development on
a social level includes the provision of a decent living standard for all, work, and
employment without discrimination or exploitation, gender equality, social cohesion,
democracy and respect for human rights. The development of the individual in a
peaceful and creative society and world also implies the sharing of moral norms of
decency and responsibility.”
The current core themes of social development, as addressed in the 1995 World
Summit for Social Development are: (1) the eradication of poverty, (2) the expansion
of productive employment and the reduction of unemployment, and (3) the promotion
of social integration. These key social development priorities present the challenge for
all development actors to implement the principles and recommendations agreed upon
at Copenhagen, where governments have, in particular, committed themselves to the
overriding goal of eradicating poverty “as an ethical, social, political, and economic
imperative of humankind”, by ensuring “the people living in poverty have access to
productive resources, including credit, land, education and training, technology,
knowledge and information, and to public services” (UN The Copenhagen
Declaration and Programme of Action: World Summit for Social Development 6-12
March 1995).
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1.3. UNDP Focus on Social Development and Poverty Eradication
According to the UN Development Program (UNDP) 1990, social development is
“sustainable human development” and a process of “enhancing human capacities for
enlarging human choices”.
In principle, these choices can be infinite and change over time. But at all levels of
development, the three essential ones are for people to lead a long and healthy life, to
acquire knowledge and to have access to resources needed for a decent standard of
living. If these essential choices are not available, many other opportunities remain
inaccessible.
Human development has two sides: the formulation of human capabilities-such as
improved health, knowledge, and skills-and the use people make of their capabilities.
Income is clearly one option that people would like to have, albeit an important one.
But it is not the sum total of their lives. Development must, therefore, be more than
just the expansion of income and wealth. Its focus must be people (UNDP Human
Development Report 1990:10).
In this respect, the critical importance of poverty eradication for people-centred
sustainable development calls, as a matter of urgency, for the formulation of national
policies and strategies to substantially reduce poverty by a target date to be specified
by each country in its national context and to ensure that national budgets and policies
are oriented, as necessary, for the eradication of poverty within the broader
framework of the national plan/budget for balanced socio-economic development.
In this context, the UNDP policy framework for country strategies which addresses
policy priorities and priority actions is deemed both useful and operational. Policy
priorities and priority actions can be summarised as follows:
Policy priorities for a new focus of social development and poverty eradication
include: (1) creating an enabling environment for people-centred development, (2)
empowering all people for self-reliance, (3) promoting broad-based and equitable
growth, (4) enhancing household food security, (5) improving access to basic
infrastructure and social services, (6) promoting job creation and sustainable
livelihoods, (7) ensuring equitable access to credit and productive assets, (8)
expanding social protection for vulnerable people, (9) promoting gender equity and
the full participation of women in society, and (10) preserving, maintaining, and
regenerating the natural resource base.
Priority actions encompass: (1) national poverty mapping and assessments, with
rigorous attention to the gendered dimensions of poverty, (2) setting national goals
and targets for poverty elimination, (3) capacity assessment and development, (4)
review of national policies and budgets, (5) social mobilization, participation and
partnerships, (6) decentralization of decision-making, (7) policy and institutional
reform and coordination, (8) integration of social development goals into overall
planning, (9) mobilization of resources for social development, and (10) aid
coordination.
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2. New Development Concepts, Goals and Targets
(Sustainable development, good governance and empowerment, and human capital)

2.1. The Sustainable Development Concept
This concept originated in the Brundtland Report of 1987, published under the title
“Our Common Future”, and was developed further at the Earth Summit in Rio de
Janeiro in 1992. Since then, there has been an increasing awareness of the need to
change the traditional view about the determinants of economic growth. Growth and
progress in economic well-being achieved to date should not impact negatively on the
opportunities of future generations. In consequence, the preservation of natural
resources as a common heritage of humanity has been declared a main target of
economic policies. This aim, however, cannot be successfully achieved without major
economic and social changes both in the industrialized world and in the developing
countries.
Since the Earth Summit, international and regional economic and financial
cooperation has begun to adapt to the new principles and foundations of sustainable
development. There is now a vast literature on social development emanating from
UN bodies and institutions like UNDP and the World Bank or the OECD. Indicators
of sustainable development are being developed and directives to integrate social
development principles in development assistance have been issued at OECD level
and at bilateral level by most national development agencies. The international
community and national governments are becoming more conscious of the costs
involved in maintaining traditional trends in economic growth. The Millennium
Declaration and the Johannesburg Summit have arrived at quantified objectives for
the next decades to preserve the environment and eradicate poverty.
Thus, in the last twenty years major new economic and social orientations have
emerged that now form the paradigm of sustainable development:
-

Eradication of poverty by enlarging access by the poor to production assets
and facilities (land, credit, technical training, efficient technologies)
Participation by stakeholders in decision-making (local bodies, NGOs, private
sector and professional organizations)
Changing consuming and producing patterns to avoid wastage of resources
and the depletion of non-renewable resources
Careful management of scarce resources (energy, water, forests, fisheries)
Efficiency in industrial production to prevent major pollution impact and
environmental disasters
Safeguarding cultural identities

Social development implies the implementation of a process involving all the actors in
economic and social development by instituting forms of dialogue intended to
overcome the current inertia in unsustainable growth patterns. The process is designed
to secure harmonious development benefiting all segments of the population, with the
aim of changing present growth patterns that are responsible for the degradation of the
cultural and physical heritage and a region's natural resources.
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Through this process, the economic, social and cultural actors become more fully
aware of the challenges that are posed at various levels in the society in which they
live and of the ways to overcome them. Governance in support of sustainable
development processes involves the interplay of official (i.e. government) and nonofficial institutions at levels ranging from global to regional and eco-regional, national
and local.
Governance has a major role to play not only in providing the institutional
underpinning for specific sustainable development objectives, but also in integrating,
reconciling or offering trade-offs among different strategic imperatives: key social
policies (in particular the alleviation of poverty), economic development (including
productivity and employment), environmental management (with due regard to the
interests of future generations), cultural integrity and the rule of law (which
encompass human rights, legal and personal security and an effective sphere of
justice). It should also include access to information, justice and participatory action,
as embodied in the Aarhus Convention already accepted by a number of
Mediterranean countries.
It is to be noted, in that perspective, that the dynamics of institution-building or
institutional reform called for by sustainable development should be driven not only
by economic but also by meta-economic (e.g. environmental, social and cultural)
considerations.
2.2. Good Governance and Empowerment
First of all, governance is a positive, descriptive, analytical concept, not a normative
one. A dangerous confusion has been introduced by using the expression “good
governance” that could be wrongly employed or misperceived as referring to the
institutional frameworks and governing capacities of the economically successful
Western countries. If governance were to be understood as a normative prescription
for imposing a political or administrative model on less developed countries, the
corresponding rejection would be not only foreseeable but also well grounded on the
basis of political science and sound democratisation theory.
Second, governance is neither government nor governing. It is a far larger concept
embracing networks or interrelationships between strategic actors - governmental,
non- governmental, economic, social, cultural, religious, etc. Any actor having a “veto
power” or whose contribution is required for the attainment of sustainable
development has to be considered as part of the governance structure. This structure
refers also to the patterns of interaction (that could be more or less institutionalised)
that arise from the functioning of a governance structure.
Third, the institutions and capacities implied by the concept of governance go beyond
democracy. In the sense in which we are using it, governance is an approach to
development. It refers to the institutional arrangements and capacities required to
produce development. But the relationship between democracy and development is far
more complex than expected.
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Although we know that the holistic concept of human development requires
democratic governance, as the UNDP 2002 report stresses, democracy by itself cannot
guarantee development. Development demands far more than political pluralism, free
elections and basic conditions for political participation.
Governance is an open, evolutionary concept that does not allow any closed
definition. A broad and very common understanding of governance refers to “the
traditions and institutions by which authority is exercised” (Kaufman et al.). This
includes: (1) the process by which governments are selected, monitored and replaced;
(2) the capacity effectively to formulate and implement sound policies; and (3) the
respect of citizens and the state for the institutions that govern economic and social
interactions among them.
Being an open concept, any set of indicators that seek to measure it cannot claim to be
definitive. The purpose being to establish sound relationships between governance
and development, the existing methodologies to measure governance are no more than
a useful and interesting organization of the available data coherent with currently
prevailing notions of governance. One of the best known has been developed in the
World Bank Institute by Kaufman and others. They aggregate a very large and
disparate number of indicators in the following six clusters:
-

Voice and accountability
Political stability
Government effectiveness
Regulatory quality
Rule of law
Control of corruption

The result of applying this methodology to Mediterranean countries points to the
urgency of strengthening governance institutions and capacities in a large number of
Mediterranean countries. The same sense of urgency can be found in the UNDP 2002
report on Human Development in the Arab World.
As stated in the Arab Human Development Report for 2002, there is a substantial lag
between Arab countries and other regions in terms of participatory governance. This
freedom deficit undermines human development and is one of the most painful
manifestations of lagging political development. While de jure acceptance of
democracy and human rights is enshrined in constitutions, legal codes and
government pronouncements, de facto implementation is often neglected and, in some
cases, deliberately disregarded.
In most cases, the governance pattern is characterized by a powerful executive branch
that exerts significant control over all other branches of the state, being in some cases
free from institutional checks and balances. Representative democracy is not always
genuine and sometimes absent. Freedoms of expression and association are frequently
curtailed. Obsolete norms of legitimacy prevail.
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Improving economic governance, including management of development, is a primary
challenge for Arab countries. Governments in many countries have taken important
steps to liberate the private sector, but a large unfinished agenda remains. Sound
macroeconomic policies need to be maintained; adequate economic space needs to be
provided for private initiative; central banks, banking systems in general, and
financial services need to be strengthened; bureaucracy needs to be streamlined and
red tape minimized. In addition, a transparent rule of law, a visibly fair and
appropriately swift legal system, and an efficient and professional judiciary need to
become universal; and public sector reform needs to be designed in terms of providing
incentive structures to encourage private-sector investment and growth.
At the same time, beneficial regulation - for example, measures to curb monopoly,
whether in the public or the private sector - needs be strengthened and enforced; graft
and cronyism need to be firmly and comprehensively addressed. These and other
distortions of incentive systems have human development as well as economic
development costs in terms of denying merit its appropriate reward and discouraging
human initiative.
Governance matters because existing empirical studies show a strong correlation
between per capita income and per capita income across countries (see Kaufman and
Kraay, July 2002, Growth without Governance). Evidence on the importance of
governance for economic development seems to be firmly established. But there is
evidence which is more subtle and harder to grasp: when economic development
occurs without the improvement of governance, the resulting growth does not
guarantee the improvement of governance. There is no “virtuous circle” in which
higher incomes lead to upgrading governance. So not only the quality but even the
sustainability of growth is adversely affected. Therefore, strategies to improve
governance are appropriate at any time irrespective of the economic cycle.
2.3. Human Capital Concept
UN agencies that deal with development, such as UNDP, have produced new or
revised concepts, such as the notion of human capital and its relevance to the course
of overall development. This was a shift away from traditional economic policies that
used to focus on financial and material capital (such as infrastructure, public facilities,
industrial installations and dealing with the stock market). A lack of concern for the
development of human capital, through providing adequate health services to all, as
well as proper education and modern professional skills, used to affect material output
adversely. Commenting on this, Stefan De Fielder, the researcher on the bases of
sustainable human development, states that “Many of the countries lacking natural
resources opted to focus on investing in developing human resources, and were
eventually in a better shape than countries that had excessively used their natural
resources. The result was that we have rich countries with a large proportion of
impoverished people, and in the first group poor countries with well-to-do people”.
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Furthermore, he says there is a need to redefine the concept of “capital” in a manner
that will include all visible components of capital accumulation, taking into account
the level of human skills as well as people’s know-how and experience. This involves
earnestness, transparency and interaction in relations among people bound by
common values and socially acceptable behavioral mechanisms such as established
regulations and a judicial system that responds to the needs and values of society at
large.
De Fielder stresses that the accumulation of technical skills at the individual level is
of importance in forming the “human capital” and speeding up the pace of economic
growth. However, he points to the need to rectify the modes of relations within
society as a basic element in forming “the communal capital” that is essential in
transforming individual skills into sustainable development. Such a position is
justified by assuming that “social capital is, in essence, more egalitarian than other
forms of capital since the material or directly produced capital is usually owned by
individuals or by the state, and thus depends on a horizontal type of relationship
between the owner and the dependant.
However, communal capital has characteristics that are directly associated with the
public interest and its accumulation benefits all. Unlike other forms of capital the
powerless are more bound to benefit from communal capital than the powerful. In fact
those who lose elements of tangible economic power become better placed to assert
their presence”.
The researcher goes on to state that the exploitation of natural resources is based on
making a profit, with little concern being given to human endeavor, increasing job
opportunities, enhancing expertise and improving communal relations. He concludes
that few countries have managed to shift away from an excessive dependence on
natural resources to a mode of development that focuses on capacity building. In fact
dependence on revenues emanating from natural resources creates developmental
patterns that lack clear communal perspectives.
This applies also to countries that become dependent on external assistance, foreign
expertise and loans. Eventually they miss out on the need to mobilize human
resources and upgrade performance within the production cycle. As such, UNDP has
adopted a new development indicator that takes into account the level of the
development of human capital, rather than confining itself to the traditional measuring
tool of looking at individual annual per capita income.
The program introduced into the lexicon the concept of sustainable development,
which takes into account all of the above-mentioned elements that need to be
incorporated in the development equation. The main principles of sustainable
development that need to be established and activated have to have the following
political, social and ethical components:
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-

Fairness - ensuring that each person receives an equitable share of society’s
resources and capacities.
Empowerment - providing members of society with the opportunity actively to
participate in decision-making and to influence the course of events.
Good governance and accountability - subjecting leaders and administrators to
the principles of transparency, dialogue, control and responsibility.
Solidarity among various age groups and all social categories in order to:
o Preserve the environment and natural resources for future generations.
o Avoid accumulation of debts to be borne by future generations.
o To secure a fair level of growth for all social categories and countries.

3. International Goals, Indicators, and Targets
3.1. The Millennium Development Goals, Targets and Indicators
Since 1990, the UN has sponsored a series of world summits and global conferences
with a view to laying out a comprehensive rights-based development agenda including
quantitative goals, time-bound targets and numerical indicators. The consensus is that
goals and targets mobilize national and international partners into action and help
force new alliances for development. They also provide a means for benchmarking
and assessing progress in development. Policy reforms, institutional change and
budget reallocations often result from discussions centered on time-bound targets.
The Millennium Development Goals (MDGs) synthesize the goals and targets for
monitoring human development. They center on eight major goals: (1) eradicate
poverty and hunger, (2) achieve universal primary education, (3) promote gender
equality and empower women, (4) reduce child mortality, (5) improve maternal
health, (6) combat HIV/AIDS, malaria and other diseases, (7) ensure environmental
sustainability, and (8) develop a global partnership for development.
Numerical indicators have been set for each goal and target, which are to be achieved
for most goals over a 25-year period between1990-2015. The MDGs should be
considered as indicative for country-level monitoring, not as a rigid directive. There
are other goals and targets such as these set on the environment at UNCED or on
reproductive health set at ICPD that can also be used for monitoring human
development.
3.2. The UNDP Human Development Index
While the MDGs form a set of targets encompassing many aspects of social
development, the UNDP also issues a yearly report on human development. The
Human Development Report (HDR) assesses the state of human development around
the globe. Every year the topic that the UNDP emphasizes in its report differs. In year
2004, the HDR has cultural liberty as its theme. The HDR stated that the mode of
social inclusion for diverse groups in society cannot only be achieved through
democracy and equitable growth. Also needed are multicultural policies that
recognize differences, champion diversity and promote cultural freedoms.
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In 1999, for example, the HDR theme was the famous Globalization with a Human
Face that set the UN’s response to the challenges of globalization faced by the
developing world. Apart from the varying thematic content, the HDR also reports on a
yearly basis, with comparison across years and across countries, a large set of
quantitative indicators that measure human development. The indicator types
encompass health, education, basic services, etc. The HDR also presents many
composite indexes that reflect human development in a quantitative way.
Amongst the indexes reported for most countries are the Human Development Index
(HDI), Human Poverty Index (HPI-1) and the Gender Development Index (GDI).
These indexes reflect, in a quantitative way, the UNDP’s goals in human
development. For example, the HDI reflects the level of achievement of individual
countries in the areas of: a long and healthy life, knowledge, and a decent standard of
living.
4. National Goals, Status of Indicators, and Benchmarking
4.1. Millennium Development Goals
In the Lebanese context, there exists an “organic” relationship between Lebanon’s
social development goals and the MDGs to the extent reflected in the MDG Lebanon
Report-September 2003, prepared through the active participation of both the
Lebanese Government and the UN country team. This MDGR was prepared by
technical thematic groups that included representatives of government institutions
(Ministries of Health, Social Affairs, Education, Environment, and Economy and
Trade), the CDR, the Central Administration of Statistics (CAS), the Prime Minister’s
Office; UN agencies (UNICEF, WHO, UNFPA, UNESCO, and UNDP) and civil
society organisations. The progress of Lebanon toward achieving these goals
delineated in the MDGR is presented in Table 7.
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Table 7: Summary of Lebanon's Progress towards the MDGs
Goals/Targets

Will Development Goals/Targets Be Met?
No
Probably Potentially Unlikely
Data

Extreme Poverty
Halve the proportion of people
***
living below the national
poverty line by 2015
HIV/AIDS
***
Halt and reverse the spread of
HIV/AIDS by 2015
HUNGER
Halve the proportion of
***
underweight among underfive-year-olds by 2015
BASIC AMENITIES
Halve the proportion of people
***
without access to safe
drinking water
UNIVERSAL PRIMARY
EDUCATION
Achieve universal
***
primary education by
2015
GENDER EQUALITY
Achieve equal access for boys
***
and girls to primary and
secondary schooling by 2005
MATERNAL HEALTH
***
Reduce maternal mortality
ratio by three-quarters by 2015
CHILD MORTALITY
***
Reduce under-five mortality
by two-thirds by 2015
ENVIRONMENTAL
SUSTAINABILITY
***
Reverse loss of environmental
resources by 2015
Source: CDR in collaboration with the United Nations resident coordinator
Development Goals: Lebanon Report, September 2003, p. 35

State of Supportive Environment
Weak but
Strong
Fair
Weak
Improving
***

***

***

***

***

***

***
***

***
in Lebanon: Millennium

4.2. Status of Indicators in Lebanon
Several attempts have been made to gather statistical data on households in different
regions in Lebanon. The major sample survey was conducted in 1996 by the MOSA
and UNFPA. It was followed in 1997 by another field survey conducted by the CAS
in cooperation with UNDP. These two major studies, unfortunately, provided different
outcomes. Apart from the different studies done on the subject and the controversies
over the availability and reliability of data, the following lists the available indicators
that are relevant to social development. The indicators are classified into seven
categories: health, nutrition, education, basic services, opportunities and security,
safety of the physical environment and empowerment. For an overview on the status
of these indicators in Lebanon, refer to Annex B.
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Table 8 shows that Lebanon in general lags behind Cyprus in most goals. In addition,
in some goals especially in health and education, Lebanon also lags behind Tunisia.
Hence, in coming up with goals for the indicators for the years 2010 and 2015, such
comparative performance of Lebanon should be taken into consideration. In addition
to such a comparative benchmarking, past trends must be taken into consideration in
projecting the indicators into the future to avoid construing unrealizable goals.
Table 8: Benchmarking for Relevant MDG Indicators

Tunisia

Cyprus

Lebanon

MDG1. Goal 1: Eradicate Extreme Poverty and Hunger - Goal 2: Achieve Universal Primary Education
Net primary enrolment ratio (%), 1990-1991
94
87
..
Net primary enrolment ratio (%), 2000-2001
99 1
95
74
Children reaching grade 5 (%), 1990-1991
87
100
..
Children reaching grade 5 (%), 1999-2000
93 1
99
97
Youth literacy rate (% age 15-24), 1990
84.1
99.7
92.1
Youth literacy rate (% age 15-24), 2001
93.8
99.8
95.4
MDG2. Goal 3: Promote Gender Equality and Empower Women
Ratio of girls to boys, in primary education, 1990-91
0.85
0.93
..
Ratio of girls to boys, in primary education, 2000-01
0.91 2
0.94
0.93
Ratio of girls to boys, in secondary education, 2000-01
1.01 2
0.97
1.07
Ratio of girls to boys, in tertiary education, 2000-01
0.93 2
1.38 1
1.08
Ratio of literate females to males (age 15-24), 1990
0.81
1.00
0.93
Ratio of literate females to males (age 15-24), 2001
0.92
1.00
0.96
MDG3. Goal 4: Reduce Child Mortality - Goal 5: Improve Maternal Health
Under-five mortality rate (per 1,000 live births), 1990
52
12
37
Under-five mortality rate (per 1,000 live births), 2001
27
6
32
Infant mortality rate (per 1,000 live births), 1990
37
11
32
Infant mortality rate (per 1,000 live births), 2001
21
5
28
One-year-olds fully immunized against measles (%), 1990
93
..
61
One-year-olds fully immunized against measles (%), 2001
92
86 2
94
Maternal mortality ratio (per 100,000 live births), 1995
70
0
130
Births attended by skilled health personnel (%), 1995-2001
90
..
88
MDG5. Goal 7: Ensure Environmental Sustainability: Land and Air
Land area covered by forests (%), 1990
3.0
12.9
3.6
Land area covered by forests (%), 2000
3.1
18.6
3.5
Ratio of protected area to surface area, 2003
(.)
0.08
(.)
GDP per unit of energy use (PPP US$ per kg of oil equivalent), 1990
5.3
5.4
2.8
GDP per unit of energy use (PPP US$ per kg of oil equivalent), 2000
7.4
6.3
3.5
Carbon dioxide emissions per capita (metric tons), 1990
1.6
6.8
2.5
Carbon dioxide emissions per capita (metric tons), 1999
1.8
8.0
4.0
Consumption of ozone-depleting chlorofluorocarbons (ODP metric
730
240
432 2
tons), 1990
Consumption of ozone-depleting chlorofluorocarbons (ODP metric
570
138
533
tons), 2001
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Table 8 (Cont’d): Benchmarking for Relevant MDG Indicators

Tunisia

Cyprus

Lebanon

MDG6. Goal 7: Ensure Environmental Sustainability: Water and Sanitation
Population with sustainable access to an improved water source, rural
54
100
(%), 1990
Population with sustainable access to an improved water source, rural
58
100
(%), 2000
Population with sustainable access to an improved water source,
91
100
urban, 1990
Population with sustainable access to an improved water source,
92
100
urban, 2000
Urban population with access to improved sanitation (%), 1990
96
100
Urban population with access to improved sanitation (%), 2000
96
100
MDG10. Goal 8: Develop a Global Partnership for Development:
Work Opportunities, Access to Drugs and Access to New Technologies
Youth unemployment (% of labour force aged 15-24), total, 1990
..
..
Youth unemployment (% of labour force aged 15-24), total, 2001
..
7
Youth unemployment (% of labour force aged 15-24), female, 1990
..
..
Youth unemployment (% of labour force aged 15-24), female, 2001
..
10
Youth unemployment (% of labour force aged 15-24), male, 1990
..
..
Youth unemployment (% of labour force aged 15-24), male, 2001
..
4
Population with sustainable access to affordable essential drugs (%),
50-79
95-100
1999
Telephone mainlines and cellular subscribers (per 100 people), 1990
3.8
42.4
Telephone mainlines and cellular subscribers (per 100 people), 2001
14.9
108.7
Internet users (per 100 people), 1990
..
0.1 3
Internet users (per 100 people), 2001
4.1
21.8
Personal computers in use (per 100 people), 1990
0.3
0.9
Personal computers in use (per 100 people), 2001
2.6
24.7

5. Targets for Social Development and a Definition of Social Development in
Lebanon
In the work to be conducted by the ESFD, indicator targeting will play an important
role. However, a prerequisite for an implementation of an applied and practical
strategy for social development by an agency like the ESFD is the acquisition of a
clear vision of the meaning of social development in the Lebanese context. Setting
goals and priorities to alleviate poverty in Lebanon builds on current internationally
adopted Millennium Development Goals (MDG) as reviewed in the above designated
section, but it also takes into consideration past and present circumstances of the
country that have direct and indirect bearings on the incidence of poverty in Lebanon.
5.1.Goals to be Considered
As it is presented in this report, poverty is considered a multidimensional social and
economic phenomenon that has material and non-material dimensions. While income
poverty has been widely recognized by international and local experts as material
deprivation, non-income dimensions of poverty such as education, health, basic
services, and adequate infrastructure have been also considered highly relevant to the
incidence of human poverty in developing countries. Although such dimensions will
be adopted as reflecting the level of deprivation and poverty in Lebanon, they are,
nonetheless, in need of being contextualized in the local scene.
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Thus, factors such as availability, access, utilization, cost, and quality of these
services will be added components to be included as top priorities and goals of any
strategy for social development in the country. Moreover, two additional goals will
have to be given equal importance by any strategy to alleviate poverty, namely the
goals pertaining to social inclusion and social protection. Since enjoying the benefits
of high-quality service delivery does not in any way lead to a full membership in the
community and because the lack of personal security is synonymous to being cut off
and alienated from the main stream of life in the society where people live, it is of
utmost importance to include such goals in the list of priorities for attacking poverty
in Lebanon. Targeting full gender equality is also a prerequisite to all efforts to
alleviate poverty.
5.2. Definition of Social Development and Social Policies in the Lebanese Context
Based on the above, it is not an easy task to define social development and social
policies in general. There are two main options that could be followed in defining
social policies and setting and prioritizing goals.
5.2.1. Extensive Traditional Definition
This definition encompasses all traditional activities related to alleviating poverty and
providing free basic health and educational services to the poor strata of the
populations. It does not attempt at linking macro-economic factors and new types of
activity for poverty eradication through new types of activities. It could be formulated
in the following way:
Social development aims at raising the educational level of the Lebanese population
and providing it with adequate health care, with special attention to be devoted to the
handicapped, the economically vulnerable groups and the low-income part of the
population.
5.2.2. Focused and Dynamic Definition of Social Development in the Lebanese
Context
Given the problem analysis that will be exposed in Part VII of this Report, we propose
the following definition of social development in Lebanon. This definition takes into
account both (i) new concepts and strategies developed internationally and (ii) the
specificity of the Lebanese situation and problems arising from the unachieved
transition from a traditional rural based economy to a modern balanced economy
taking full advantage of its human resources.
Social development activities in Lebanon consists of coordinated efforts by the Public
sector, the business sector and civil society to eliminate poverty, achieve fullemployment and reduce emigration of valuable human resources in the context of a
balanced, comprehensive, complementary, equitable and sustainable economic
growth in all regions of the country.
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As we will see in part VI of this report, Lebanon enjoys a huge and complex network
of social institutions that needs to be rationalized and optimized. This is why we do
not believe that additional institutions are needed to reform social policies, but
rather that the elaboration of clear partnerships between actors and
stakeholders of social development in the country including the definitions of
adequate goals and targets and monitoring indicators is the key to a successful
social reform in Lebanon.
However, we believe that specific efforts should be devoted to clarifying the role of
the various actors involved in defining and implementing social policies and to
identifying the tools through which goals and targets could be reached in a reasonable
period of time. In this respect, the role of the State as a regulator of social activities
should be reinforced, while its role as a direct provider of social services should be
carefully reviewed in the light of the availability of such services in the civil society.
The role of local bodies should also be considerably reinforced.
5.3. Designing a Strategy for Sustainable Development: Methodological Approach
The process of designing a strategy for social development implies a systemic
approach taking into consideration all the links existing between wastage of scarce
resources (water, energy, forests, arable land), the lack of adequate resources
management, inadequate transport systems, mass tourism, poverty and the misuse of
human resources, lack of R & D in specific fields relevant to environmental
challenges in Lebanon, absence of corporate citizenship, etc. In addition, specific
attention should be devoted to the following links:
-

Links between the long-term vision, the medium-term objectives and shortterm action.
Horizontal inter-sectoral links in order to follow a coordinated approach to
development.
Vertical links in terms of space so that local, national, regional and global
policies are consistent.
Partnership among governments, business circles and voluntary organizations.

Shaping a strategic social development path requires:
-

An underlying vision that emerges through a consensual, effective and
iterative process,
The definition of objectives and the identification of the means of achieving
them,
The monitoring of achievements as a guide to the next round of this learning
process.
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A strategic approach to sustainable development implies new ways of thinking and
working. The OECD-UNDP 2002 Resource Book remarks that a strategy comprises
“a set of coordinated mechanisms and processes that, together, offer a participatory
system to develop visions, goals and target for sustainable development, and to
coordinate implementation and review”. It is also accepted that a strategy cannot be a
one-off initiative but needs to be a continuing participatory process, with an adequate
follow-up to stimulate constant learning and continuous improvement. From the
outset the process should involve different categories of Lebanese actors that will be
called on to endorse the strategy and thus contribute to its implementation.
The Lebanese sustainable development strategy should reflect responsible acceptance
of the medium-term and long-term challenges, a clear commitment and solidarity at
all levels (regional, national and local) in all fields (economic, social and
environmental). It should also be wholly consistent with the Plan of Implementation
of the Johannesburg Summit, adapting it to the Lebanese context and putting it into
effect at the regional level.
The strategy will pay special attention to governance because the sustainable
development of Lebanon implies the conscious implementation of efforts to establish
significant levels of coordinated and collective action. This is why shared political
will is needed for any collective action in a region where inequalities are great and
where security and cooperation are not yet adequately secured.
Building the capacity for governance at all levels will have to be an integral part of the
process of designing and implementing the sustainable development strategy. This
will be even more the case as Lebanese society needs to secure its citizens’ well-being
on a lasting basis. But actors and stakeholders will have to be made conscious of the
nature of their choices in managing their natural and physical assets and the long-term
consequences of such choices made by individuals, enterprises, local authorities,
educational institutions, local bodies and governments.
The strategic orientations must be elaborated despite all the uncertainties with existing
available information, all the gaps existing in the analysis of the Lebanese social and
economic system, and the evaluation of the external and internal variables that affect
it. They will make it possible to have a global prospective understanding of the
Lebanese system, focusing on permanently monitoring the relationship between
environment and development through specific indicators.
The strategy should be the main tool to incorporate sustainable development as a
common value in all the actors' diverse traditions and specific interests. In order to
achieve this, it will have to be explicitly based on the ethical principles of sustainable
development and on a shared vision of the future.
Figure 3 summarizes the content of social development policies in the Lebanese
context.
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Figure 3: Components of Social Policies
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Although new international concepts are being used in recent studies on social
problems in Lebanon, the content of such concepts and international best practice to
implement them is not yet well diffused in Lebanon.
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V. Poverty Mapping in Lebanon
Given the mandate of the ESFD and the overview of social development in Lebanon
and the status of indicators done, it becomes imperative to situate the work of the
ESFD vis-à-vis a constructed set of indicators that the ESFD should target as
guideposts towards achieving the goal of promoting social development in Lebanon.
We have chosen a set of quantitative indicators to form the Social Development Index
(SDI) which would measure at the national level the degree of progress on a yearly
basis (in a similar fashion to the UNDP’s HDI) of Lebanon in these indicators. The
SDI is in short a quantitative way of measuring social development. It can be used by
the ESFD to assess the current situation in Lebanon, monitor the progess of social
development over time and compare the state of social development in Lebanon with
other countries in the MENA region.
We have also designed a qualitative composite index which we called the Social
Empowerment Index (SEI). This indicator attempts at measuring aspects of social
development not captured by the SDI, such as ambitions, aspirations, and will of the
deprived groups.
Furthermore, using GIS, we have arrived at another composite index, the Expenditure
Composite Index (ECI). Variables used consisted of electricity and telephone
expenditures, new construction, and the ratio of primary residences per commercial
units. The in-depth analysis of housing and economic units provided in Section VII,
Item 1 highlights the importance of this index, particularly as it relates to commercial
units.
For a detailed review of the above indices, refer to Volume II.
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VI. Analysis of Institutional Set-up and their Social Programs
The following is an analysis of the institutional set-up as determined by the Central
Government, the various bodies and institutions affiliated with it, and religious
communities and their institutions.
1. Central Government
The Central Government plays a key role in social policies through two main
channels:
-

The Office of the Prime Minister and seven key ministries (Health, Education,
Social Affairs, Labor, Interior, Displaced) whose activities are related to social
development and social care

-

Public entities attached to them with a variety of activities and mandate

The detailed description of this Central Government network is given in the Figure
4 below.
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It appears clearly from Figure 4 that the Prime Minister Office has under its direct
control a number of key public entities. However, this office is not administratively
equipped to undertake programming and monitoring of these very large entities.
Below is a brief overview of each ministry's mandate and main activities:
1.1. Ministry of Social Affairs
The Ministry of Social Affairs (MOSA) undertakes various social developmental
projects, either through the development service centers or by way of aid to civil
associations.
1.1.1. Development Service Centers
The MOSA has adopted a decentralized approach to development by involving local
communities in the planning and implementation of various social projects through
the MOSA social centers that are spread throughout the country. There are 89 centers
and 244 branches, of which 67 centers and 61 branches are active.
a. Duties of the Centers
-

Preparing vocational training programs, which are mainly old, conventional
programs (sewing, home care, embroidery and fabric painting) that do not match
present social needs, and do not prepare trainees to find the jobs they are
seeking.

-

Offering medical and health services such as check-ups, medication and
vaccinations

-

Following up on the medical and educational services provided by the
associations and institutions (which have contracts with the Ministry) for those
with difficulties and special needs

b. Centers' Budgets
The budget allocated to the centers from the budget of the MOSA varies from year to
year. It rose from LBP 5 billion in 1994 to LBP 18 billion in 2003, and the donations
to the centers were distributed as shown in Table 9.
Table 9: Allocations to MOSA Centers and their Branches (billion LBP)
Year
1994 1995 1996 1997 1998 1999 2000 2001 2002 2003
Allocations to the
MOSA centers and
5
8
9
9
11.9 8.9
11
18
18
18
branches
Source: Budget Laws
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1.1.2. Donations to Non-Profit Organizations
The MOSA plans, within its annual budget, contributions to institutions and
organizations that deal with social welfare (educating and training of orphans,
children facing social hardship and juvenile delinquents, vocational training for
orphans and needy people, providing refuge and care to infants and the elderly,
providing refuge, education and training to the needy, providing boarding and nonboarding vocational education). The amount allocated to those institutions reached
LBP 65 billon in 2003.
The organizational structure of the MOSA is presented in Figure 5.

Source: Ministry of Social Affairs (www.socialaffairs.gov.lb)
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The organizational structure of the MOSA is worth looking at since it reveals overlaps
in the role and missions of various administrations within the Ministry. These include:
The Unit of Family Social Services, which incorporates the Unit of Family Services
and the Unit of Women Conditions, is concerned with organizing and studying the
files of families referred to it by the Directorate of Social Development. The Unit is
informed of the conditions of these families and the problems they face so that it can
suggest ways of resolving them. Of particular interest are the childhood and maternity
problems and problems related youth, the elderly, the chronically ill, the disabled, the
unemployed and other vulnerable groups. The Unit then provides assistance by
coordinating with the relevant administration. It also monitors the NGOs and
institutions involved in family issues.
On the other hand, the Department of Social Welfare is composed of (i) the Unit of
Social Welfare, (ii) the Unit of Social Welfare Institutions, (iii) the Unit of Juveniles
Welfare, and (iv) the Unit of Specialized Social Welfare. The Department of Social
Welfare receives applications for assistance, conducts research on social issues, and
suggests a social welfare system which meets the criteria of those entitled to social
welfare benefits.
The duties of the Department of Social Development (comprising the Unit of
Voluntary Work, the Unit of Rural Development and the Unit of Urban Development)
consist of managing voluntary work, organizing the youth and encouraging their
participation in national efforts in the area of social development. It also identifies
problems encountered by the youth and suggests solutions. The department is also
involved in rural development through recommending and implementing a number of
development projects in collaboration with the Ministry of the Interior and
Municipalities.
At the same time, the Department of Development Services proposes the conditions
for the establishment of the Ministry's centers, which suggest development projects –
a task which is also assigned to the Unit of Rural Development. Overlap is also to be
seen in the work of the Department of Social Development and the Department of
Private Associations and Institutions.
The establishment law of the Ministry, No. 212 dated April 2, 1993, called for the
establishment of the Central Fund for Social Affairs as a financially autonomous fund.
Its primary aim is to finance development projects, either totally or partially. The
Fund’s resources would be made up of funds allocated from the annual public budget,
grants and assistance provided by Lebanese and non-Lebanese individuals as well as
local and international NGOs. However, the Fund has not yet been established,
despite the fact that it is more than ten years since its establishment law was passed.
Consequently, the directorate general of the MOSA suggested activating this Fund,
rather than creating the ESFD because of similarities in the goals and objectives of the
two funds. This issue could pose a problem if the Central Fund is eventually founded.
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The duties of the MOSA also intersect with those of other ministries, including:
- The Ministry of Public Health (MOPH): The MOPH constructs, rehabilitates
and provides supplies to dispensaries and medical centers in different areas of
Lebanon. At the same time, the MOSA is offering health care services through
dispensaries in its nationwide social development centers. The MOSA also
finances a number of NGOs which receive funds from the MOPH.
- The Ministry of Education and Higher Education (MEHE): The MEHE offers
financial assistance to free private schools and finances public schools. On the
other hand, the MOSA has signed agreements with a number of private schools
and pays tuition fees for students from families in difficult social situations. The
MOSA also conducts technical training sessions, which is one of the duties of the
Directorate of Vocational and Technical Education.
- The Ministry of the Interior and Municipalities (MOIM): The MOSA
executes a number of development projects (aqueducts, support walls, pavements,
garbage collection trucks, etc.) that fall within the core responsibilities of the
Ministry of the Interior and Municipalities. Moreover, the latter Ministry licenses
and monitors NGOs which are also monitored by the MOSA. In reality, though,
the monitoring by the two ministries remains weak.
- The Ministry of Agriculture (MOA): The MOSA provides assistance to
agricultural cooperatives which are affiliated to the Department of Cooperatives in
the Ministry of Agriculture. The MOSA also builds agricultural roads and
irrigation networks, which are activities carried out by the MOA under the Green
Plan.
- The Ministry of Labor (MOL): The MOSA organizes technical and vocational
training sessions, which is a task performed by the Ministry of Labor through the
National Center for Technical Training.
- The Ministry of the Displaced (MOD): The MOSA carries out a number of
projects in the areas of the displaced. The same activities are performed by the
Ministry of the Displaced and the Central Fund of the Displaced.
- The Ministry of Youth and Sport (MOYS): The MOSA organizes voluntary
work camps and works with clubs on issues related to the youth, which are tasks
that fall within the duties of the Ministry of Youth and Sport.
This overlap in activities and projects leads to a significant waste of resources and
results in the under-fulfillment of social development goals and targets.
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1.2. Ministry of Public Health
The 2004 budget of the MOPH, which oversees health policy in Lebanon, amounted
to LBP 344.6 billion, of which LBP 230 billion are allocated to hospitalization in the
private sector, LBP 42.7 billion to NGOs and institutions concerned with health care
issues and LBP 68 billion to cover administrative expenses and pay salaries and
wages. In the past few years, the role of the MOPH has been marginalized after the
establishment of public institutions to manage public hospitals (which is expected to
start operating in 2004 and 2005).
1.3. Ministry of Agriculture
Most of the budget allocated to the Ministry of Agriculture (LBP 41.2 billion) is used
to cover administrative expenses and to pay wages and salaries. The main
development activity undertaken by the Ministry is the Green Plan, whose budget in
2004 reached about LBP 7 billion. Also, LBP 6 billion are assigned to the Lebanese
Agricultural Research Institute, and LBP 2.9 billion are spent on fertilizers and seeds.
Such a small budget prevents the MOA from performing the projects required to
develop the agricultural sector.
1.4. Ministry of Labor
The total budget of the Ministry of Labor amounted to LBP 58.2 billion, of which
LBP 50 billion are assigned to the National Social Security Fund (NSSF). The main
social activities of the Ministry are those undertaken by the National Employment
Office and the National Center for Technical Training. The budget allotted to the two
bodies in 2004 was LBP 3.3 billion. The rest is used to cover administrative expenses,
wages and salaries.
1.5. Ministry of Interior and Municipalities
Refer to Section VI, Item 2 on the Independent Municipal Fund.
1.6. Ministry of Education and Higher Education
The Ministry of Education and Higher Education regulates the education sector by
providing public schools and overseeing and licensing private schools. It is also in
charge of regulating higher education, vocational and technical education. Its budget
in 2004 amounted to LBP 864.1 billion, of which LBP 13 billion were allocated to the
Educational Center for Research and Development, LBP 154.6 billion to the Lebanese
University, and about LBP 600 billion to salaries and wages.
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1.7. Ministry of the Displaced
The Ministry of the Displaced was established on January 4, 1993 based on Law No.
190. The overall mandate of the Ministry is to address the needs of the displaced in
different areas of Lebanon, manage their return to their original towns, promote and
supervise the reconciliation process between residents and returnees to secure a
sustainable return, improve their socio-economic status and ensure exercise of their
civil rights.
2. Local Bodies and the Independent Municipal Fund (IMF)
To our knowledge, the extent of the social activities of municipalities in Lebanon is
extremely limited and their technical capabilities, with the exception of large urban
municipalities, are non-existent.
Despite its name, the IMF is not an institution with an independent administrative
capacity. It is an account jointly managed by the Ministry of Finance and the Ministry
of the Interior. However, it maintains with the Central Bank a separate account from
the Central Treasury.
2.1 Municipalities and Revenues from the Independent Municipal Council
The current municipal law, issued in accordance with Legislative Decree No. 118 on
June 30, 1977, defined the municipality as a local administration that performs duties
within a specified region and within the authority granted to it by the law. The
municipality is a public administration that enjoys financial and administrative
independence.
Based on amendments to the law (in accordance with Law No. 665 issued on
December 30, 1997), a municipality can be established in every city, village or group
of villages that are listed in Table 1, annexed in Legislative Decree No. 11, issued on
December 29, 1959.
According to Decision No. 127/d, issued by the Minister of the Interior and
Municipalities on March 26, 2004, which announces the election of municipal and
mayoral councils, the total number of Lebanese cities and villages is 1,405. However,
there are only 908 municipalities.
2.2. Municipality Revenues
Municipal revenues comprise the following:
- Municipal fees collected directly by assigned parties
- Fees from the government, public administrations or independent organizations,
which are directly distributed to every municipality
- Municipal fees collected by the government
- Loans and grants
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- Revenues from municipal properties, including all revenues of the municipal
estate
- Penalties
- Grants and wills and testaments
The distribution of revenues is plagued with various problems. For instance, poor and
rural municipalities are unable to collect the total required fees, leading to lower direct
fees. Another problem relates to fees collected by the government and the various
public organizations and institutions. In such cases, administrations such as Electricité
du Liban do not pay their fees and request investigations, claiming that municipalities
owe them unpaid bills. Also, fees for water administration are very low.
The fees collected by the government are gathered in the Independent Municipal
Fund. The money in this fund is distributed in accordance with Decree No. 1917,
issued on 6-4-1979. Allocations are as follows: a maximum of 25% for municipality
unions, 75% for municipalities (out of this, 60% is distributed to the municipality
based on the registered population, while the remaining 40% is based on municipal
fees collected over the previous two years).
This distribution, while unfair owing to inconsistencies between the registered
population and actual residents, is also faced with delays in payment and the use of
funds to execute projects without first obtaining municipal council approval (i.e. loans
to selected home owners in Biyakout, paying school and Sukleen fees). The
government complicates the problem owing to its late distribution of funds to the
municipalities, thus delaying the execution of projects.
The funds distributed to different municipalities were as follows:
-

-

Decree No. 365, issued on March 19, 1999, distributed the revenues of the
Independent Municipal Fund for the year 1997 (LBP 190 billion), out of which
LBP 7.125 billion were allotted for civil defense, LBP 135.375 billion for the
municipalities and LBP 47.5 billion for the unions of municipalities.
Decree No. 2574, issued on March 6, 2000, distributed the revenues of the
Independent Municipal Fund for the years 1998-1999 (LBP 400 billion), out of
which LBP 15 billion were allotted for civil defense, LBP 285 billion for the
municipalities and LBP 100 billion for the unions of municipalities.

-

Decree No. 6512, issued on October 11, 2001, distributed the revenues of the
Independent Municipal Fund for the year 2000 (LBP 100 billion), out of which
LBP 4.750 billion were allotted for civil defense, LBP 90.25 billion for the
municipalities, and LBP 5 billion for the unions of municipalities.

-

Decree No. 9354, issued on December 27, 2002, distributed the revenues of the
Independent Municipal Fund for the year 2001 (LBP 200 billion), out of which
LBP 9 billion were allotted for civil defense, LBP 171 billion for the
municipalities, and LBP 20 billion for the unions of municipalities.
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-

Decree No. 12213, issued on April 5, 2004, distributed the revenues of the
Independent Municipal Fund for the year 2002 (LBP 200 billion), out of which
LBP 9 billion were allotted for civil defense, LBP 171 billion for the
municipalities, and LBP 20 billion for the unions of municipalities.

Therefore, the total funds allocated to municipalities and unions of municipalities
from 1998 to 2004 reached the figure of LBP 1,045 billion. The municipalities, which
lack a development plan, made use of those funds in the projects shown below:
-

Sanitation and collection of waste
Irrigation duct projects
Supporting walls
Foresting
Social and educational assistance

The basic problems in Lebanon center on raising income, creating employment and
having sufficient family income to support household budgets, which are
responsibilities that are beyond a municipality’s remit. However, as a public
administration, the municipality should play a role in assessing community needs and
executing development projects that would cover those requirements, in cooperation
and coordination with different ministries and central government agencies. The
absence of such coordination leads to the execution of projects that do not meet the
community’s needs.
3. Public Entities (Highest Relief Committee, CDR, Council of South, Housing
Institute, etc…)

For many years there has been a consensus that there are too many public entities in
Lebanon and that their number should be reduced. Particularly when it comes to
institutions with a direct social mandate, there appears to be duplication of tasks. This
is the case with the Higher Relief Committee, whose existence was justified in the
past by the circumstances of the war. Following the liberation of the Southern part of
the country from Israeli occupation, the Council of the South is also becoming
“obsolete”, especially in view of the very comprehensive mandate of the CDR.
In what follows, a synopsis is provided of the main public entities that are involved in
activities related to social development. As can be seen from this brief overview,
many entities seem to share common goals and objectives. Unless there is
coordination between these players, duplication of work is the likely outcome.
3.1. Council for Development and Reconstruction
The CDR was established in accordance with Legislative Decree No. 5, issued on
January 31, 1977. It is a financially and administratively independent public
administration which falls directly under the authority of the Council of Ministers.
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The CDR has planning and designing duties, which comprise:
-

-

Executing planned assignments (in cooperation with other ministries,
municipalities and administrations)
Drafting a public policy and related policies, planning construction and
development programs, suggesting economic, financial and social policies that
correspond with the general plan and fall within the limited development and
financial targets that are presented to the Council of Ministers
Proposing draft laws regarding construction and development activities to the
Council of Ministers

The CDR also plays an advisory role, which entails:
-

Giving advice to the Council of Ministers relating to economic and financial
relations with other countries, foreign associations and organizations.
Contacting countries and organizations, via concerned ministries, regarding
economic, social and technical funding
Executing necessary research, development and construction studies and
proposing the appropriate contractors.
Presenting proposals related to the establishment and orientation of financial
institutions and a composite of companies that perform development activities.

The duties and responsibilities of the Council were reinforced by Law No. 247, on
August 7, 2000, in which the Council for Project Implementation was merged with
that of Beirut under the authority of the CDR. The basic assignment of this Council
was to reconstruct and develop Lebanon, but the war, which started up again in 1977,
prevented further activity. The Council was re-launched in 1992, and signed
agreements from then until 2003 reached $7,117 million, of which $5,008 million
have been completed.
3.2. The Highest Relief Committee
The Higher Relief Committee was established by Decision No. 1/35 dated December
17, 1976, which was certified by Decree No. 22 of March 18, 1977.
The Committee’s missions can be summarized as follows:
-

Managing all kind of crises and disasters
All relief-related activities
All matters transferred to it from the Council of Ministers
Carrying out all activities related to matters of urgency as dictated by the
necessity of providing public security and satisfying the critical needs of citizens
Receiving and distributing grants

The Committee is composed of:
-

Prime Minister (president)
Vice Prime Minister (vice-president)
Minister of National Defense (member)
Minister of Public Health (member)
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-

Minister of Social Affairs (member)
Minister of the Interior and Municipalities (member)
Minister of Finance (member)
Minister of Public Works and Transport (member)
Minister of Water and Energy (member)
Minister of the Displaced (member)

The Committee also has recourse to directors, military officials and the internal
security forces.
The nature of the Committee and its work mean that it is not feasible to allocate a
budget a priori. However, each task is allocated certain funds.
3.3. Council of the South
The Council of the South was established in accordance with Decree No. 14649,
issued on June 12, 1970. The Council, which is directly affiliated to the Council of
Ministers, has a wide range of responsibilities, but its main mandate is to manage
affairs related to satisfying the needs of citizens in South Lebanon.
The Council is responsible for the process of designing, contracting and supervising
infrastructure works that include:
-

Electrical works (networks, poles, transfer generators)
Water works (networks, excavating artesian wells)
Constructing and equipping schools
Wastewater networks
Building new roads and maintaining roads
Supporting walls and irrigation ducts
Providing aid for the renovation of homes damaged by Israeli shelling
Providing aid for the displaced in the South

The Council also performs social work and provides aid for:
-

Detainees and those freed from Israeli prisons
The families of martyrs in the South
Hospitalization for casualties of Israeli shelling

In addition to the annual budget allotted for the SC within the annual public budget,
the Council also receives contributions based on particular laws (contributions allotted
between 1992 and 2002 reached LBP 1,000 billion).
3.4. Central Fund for the Displaced
The Central Fund for the Displaced was established on April 3, 1993 as an
economically and administratively independent public institution directly linked to the
Prime Minister. The Fund’s objective is to finance projects that aim to return the
displaced to their home towns through the construction or rehabilitation of their
homes, or by providing loans and grants.
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The Fund’s resources come from allocations in the public budget, tax revenues, grants
and Treasury bills. From its establishment to 2003, the Fund’s expenses have
amounted to LBP 3,300 billion. The distribution of some of its project spending is
shown in Table 10.
Table 10: Main Activities of the Central Fund for the Displaced
Activity
Reconciliation (locals)
Evacuation (units)
Removing debris (units)
Renovation
Reconstruction (units)
Infrastructure (project)
Housing Project in Tripoli

Number of Projects
192
51,606
16,393
27,549
5,202
205
1,000

Cost (billion LBP)
6.3
420
11.6
193
87
171
52

3.5. Elissar
Elissar, which has been assigned the preparation and implementation of the master
plan for the South Western Suburbs of Beirut, was established in accordance with
Decree No. 6918, issued on June 29, 1995. Elyssar is a public institution that enjoys
financial and administrative independence. It falls under the authority of the Council
of Ministers and is also monitored administratively by it.
Elissar is in charge of restructuring the South Western suburbs of Beirut, as defined
by Decree No. 6913, issued on June 28, 1995. Since its establishment, however, the
institution has implemented very small-scale projects in a limited geographical area,
mainly the airport and surrounding roads. A number of political considerations and
other technical issues have greatly limited its work and left the designated areas in
rough social conditions.
3.6. The Economic and Social Council
The Economic and Social Council was established in accordance with Law No. 389,
issued on January 12, 1995. It is a consultative council representing the major
economic, social and vocational sectors and its duties include:
-

Involving the different economic, social and vocational sectors in designing the
economic and social policies of the state.
Developing dialogue and cooperation between different economic, social and
technical sectors.

The Council has 71 members who serve a 3-year term. They are appointed in
accordance with a decree issued by the Council of Ministers and based on names
provided by the most representative associations. The Council’s budget, which is
usually included in the Council of Ministers budget, was LBP 100 million in 2003.
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Since its establishment in early 2000, the Council has organized workshops on social,
economic and educational issues, such as higher private education in Lebanon, small
and medium-sized enterprises (SMEs), pension schemes, and planning a framework
for the country’s socio-economic problems.
The Council is presently considered ‘paralyzed’ owing to the expiry of its members’
3-year term in early 2003, which has still not led to new appointments or to a renewal
of its previous members’ terms.
3.7. General Organization for Consumption Markets
The General Organization for Consumption Markets was established in accordance
with Decree No. 5735, issued on September 29, 1994. It is a public administration that
founds, runs and invests in popular markets and provides consumer guidance
regarding counterfeit products.
It also promotes national products, combats counterfeiting and monopolies, and
encourages competition to mitigate price controls. In reality, though, it has not
achieved its goals, and its work has been limited to establishing a market in the
Karantina area.
3.8. The Green Plan
The Green Plan was established in accordance with Law No. 13335, issued on July
10, 1963. Some of its duties include improving agricultural roads and building new
ones, building water irrigation tanks, constructing walls and terraces, and providing
trees and plants. Its major objectives are to increase agricultural areas, offer farmers
incentives to stay on their lands and double agricultural production by increasing
irrigated areas.
Some of the Green Plan’s accomplishments in 2002 were:
-

Establishing 20 roads, whose overall length amounted to 70 km. Of those, 29
km have already been completed.
Benefiting 1,873 farmers in 152 villages with the reform of 8,347 dunums of
agricultural roads, the creation of 1,990 metres of irrigation ducts, the building
of cement tanks (37,225 cu.m.), the provision of 7,099 vineyard tiles and the
planting of 72,570 fruit-bearing trees.

The Green Plan’s 2002 expenditures amounted to LBP 7.2 billion. In addition to the
funds accounted for within the Ministry of Agriculture’s budget, the World Bank and
the International Fund for Agricultural Development (IFAD) have also contributed to
the Green Plan, donating LBP 4,390 million in 2002.
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3.9. The Housing Institute
The Housing Institute, a financially and administratively independent administration,
was established in accordance with Law No. 539, issued on July 24, 1996. It has its
own special system that allows it to coordinate with banks, associations and
individuals to provide co-financing for housing loans.
Its duties include:
-

Building houses directly or through contractors in accordance with programs,
with the proviso that each program exceeding 100 housing units has to get the
approval of the Council of Ministers.

-

Encouraging savings and lending for housing purposes

-

Providing medium- and long-term loans for building or renovating houses. The
applicant must be Lebanese and have a monthly income ranging between LBP
600,000 and LBP 3 million in order to acquire a house with an area of 120200m2.

In 1999, the Institute signed a protocol with 24 banks to offer housing loans. The
number of beneficiaries has reached 12,000 and the estimated value of the loans
amounts to LBP 750 billion.
3.10. The Cooperative of Public Sector Employees
The Cooperative of Public Sector Employees was established on October 29, 1963
based on the law issued by Decree No. 14273. Its authority extends over all public
administrations and the Lebanese University, excluding the army and the civilian
employees working with it, the Internal Security Forces, Public Security and judges. It
provides services for employees of public institutions, municipalities and independent
businesses, and is under the tutelage of the Civil Service Council.
The Cooperative provides its subscribers with medical insurance in the case of workrelated injuries, financial assistance in the case of the death of a family member or
dependant, and covers employees’ and their dependants’ medical expenses (medical
checkups, medication, hospitalization expenses, x-rays, tests). It also provides funds
and grants for education, retirement, marriage and newborns. The number of those
enrolled is estimated at 36,000 employees, while the total number beneficiaries is
estimated to range between 120,000 and 130,000 citizens.
The Cooperative has two sources of income:
-

Obligatory monthly payments of 3% of a member’s salary and 1% of the end-ofservice indemnity.
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-

Annual government contributions as determined by the annual budget, with the
proviso that assistance is not less than 6% of the sum of the gross basic salaries
of subscriber employees. In 2003, the government’s contribution amounted to
LBP 135 billion.

In addition to this Cooperative, there are several Solidarity Funds for specific groups
of civil servants (mainly University Professors and Judges) which budgets are mostly
financed by the State budget and which provide wider health assistance and higher
scholarships to their members. Altough this is quite frequent in most civil services an
harmonization and a coordination of all material advantages accruing to civil servants
could be envisaged.
3.11. The National Employment Office
The National Employment Office (NEO) was created in accordance with Legislative
Decree No. 80, issued on June 27, 1977. Its main objective was defined as the
planning and implementation of employment policies in Lebanon in general. To
achieve this general objective, the NEO was assigned the following tasks:
-

Establishing and monitoring employment offices in Beirut and other Lebanese
regions
Reducing the rate of unemployment
Contributing to the management of the labor market
Contributing to the promotion of projects that have a positive impact on the
labor market
Contributing in anything related to the upgrading of the quality of the workforce
Conducting studies and research to establish a general employment policy

Although the NEO’s duties require a large budget, in 2003 it amounted to only LBP
1.8 billion, resulting in limited achievements.
3.12. National Social Security Fund
The National Social Security Fund (NSSF) was established under Decree No. 13955
dated September 26, 1963. It is an independent organization in terms of its financial
and administrative functions but operates under the Minister of Labor. The Fund
manages the social security system and is composed of the following components:
-

Sickness and Maternity plan
Family Allowance plan
End-of-service indemnity plan
Work-related accidents and diseases plan

There are approximately 435,000 subscribers to the Sickness and maternity plan.
However, including beneficiaries (husbands, wives, parents, adopted and biological
children), this figure increases to around 1.3 million citizens, or one third of the
country’s population.
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The subscriber base is distributed as follows:
-

Employees in the public and private sectors
Taxi drivers
University students
Newspapers vendors

In the last three years, the following occupations were added:
-

Mayors
Doctors
Those with voluntary coverage

Members’ subscriptions amount to 2% of monthly income (provided that it does not
exceed LBP 1.5 million).
3.12.1. The Fund's Revenues
The Fund's revenues are generated from the following sources:
-

The government's contribution of 25% of the cost of the Sickness and Maternity
Plan
Subscription fees paid by employers (21.5% of monthly income, up to a
maximum of LBP 1.5 million)
Interest revenues (from T-bills, banks or other investments)

The NSSF’s revenues and expenditure for 2000–2003 are shown in the Table 11.
Table 11: Revenues (Rev.) and Expenditure (Exp.) of NSSF (billion LBP)
2000
Rev.
Sickness & 341.8
Maternity
Family
285.5
Allowance
End-of559.2
service
indemnities

2001

2002

2003

Exp.
265.5

Rev.
282.2

Exp.
362.7

Rev.
257.3

Exp.
348.9

Rev.
253.3

Exp.
442

212.8

192.7

218.1

140.7

227

159.7

247.1

189.2

599

265

656.5

267.9

687.7

208.3

3.12.2. Problems Facing the NSSF
The NSSF suffers from a variety of difficulties, namely the following:
-

The government’s failure to pay its outstanding balance, totaling LBP 800
billion.
Unsettled accounts estimated at LBP 350 billion, to be paid by the private
sector.
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-

A decrease in subscription fees that took effect in April 2001 (from 38.5% to
23.5%), causing a drop in the Fund’s revenues.
Decreased interest rates on T-bills have affected the revenues of the NSSF, as it
invests a substantial sum in these securities (now estimated at LBP 2,700
billion), and the interest from which amounted to LBP 372 billion in 2003.
An increase in the cost of medical care from LBP 265 billion in 2001 to LBP
442 billion in 2003.
All of those factors have resulted in a deficit in the Sickness and Maternity Plan
(estimated at LBP 188 billion) and in the Family Allowance Plan (estimated at
LBP 87 billion), jeopardizing the continuation of their services.

4. Religious Communities and their Social Welfare Systems
According to Article 9 of the Constitution, "There shall be absolute freedom of
conscience. The state, in rendering homage to the Most High, shall respect all
religions and creeds and guarantees under its protection, the free exercise of all
religious rites provided that public order is not disturbed. It also guarantees that the
personal status and religious interests of the population, to whatever religious sect
they belong, are respected".
Based on Decision No. 60 released on March 13, 1936, the number of sects in
Lebanon is 18 and distributed as follows:
-

-

12 Christian sects (Maronite, Greek Orthodox, Catholic, Armenian Gregorian
Orthodox, Armenian Catholic, Syriac Orthodox, Syriac Catholic, Eastern
Assyrian Orthodox - previously known as Assyrian Chaldean Nastorian,
Chaldean, Latin, Evangelical, Coptic Orthodox - founded according to the Law
No. 553 on July 24, 1996).
Muslim sects (Shiite, Sunnite, Druze, Ismailite, Alawite)
Israelite

Each sect has its own independent entity and is managed by a cleric/sheikh chosen
according to different mechanisms. The Muslim sheikhs receive salaries and
compensation from the Lebanese government.
Such independence encourages different sects and clerics/sheikhs to establish a
number of educational and social institutions that cater to the needs of the relevant
religious group. The institutions of these sects are exempt by special laws from taxes
and fees.
Religious organizations, which account for a significant number of NGOs (estimated
at about 4,100), play a very important role in social development in terms of
education, health, and helping the needy within their sects and areas. However, the
reliance of some of these organizations on government assistance can pose a problem
in the event of such assistance decreasing, as was the case in 1999. Thus, it is
imperative to restructure the role and tasks of these organizations, whereby support is
derived from their own surroundings and communities.
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The financial resources of these institutions are secured through various sources,
namely:
-

Contributions by the government through the MOSA, MOPH, and the
Presidency of the Council of Ministers. These funds, which amount to an annual
LBP 100 billion, are distributed according to political and other considerations
to ensure a balance between the different sects.

-

Grants and contributions from Arab and international sources.

No accurate data exist regarding the total amount of these contributions, but a review
of press interviews conducted with those in charge of large religious organizations
over the past three years enables us to estimate the total spending of these institutions
(excluding the government's contributions) at US$150-200 million.
5. Analysis of Channels for Public Social Spending
Public social spending in Lebanon is substantial, given the level of available public
receipts and the high level of the budget deficit.
5.1. Government Channels
The official government funding channels for social development reflect the
complexity of the fragmented approach in the institutional set-up.
Figure 6 gives a brief overview of the spending by public sector (including the NSSF
and other public entities) and NGOs on sectors related to social development. Figure 6
indicates that an approximate total of LBP 2,500 billion is spent annually on
hospitalization, education, agricultural support, and social support and development.
Tables 12 to 16 focus on payments on social development issues by the Central
Government in accordance with the annual budget.
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Figure 6: Public and NGOs Spending on Social Support and Development,
Education, Hospitalization and Agricultural Support
18%

5%

36%

41%

Hospitalization Expenses
Education
S i lS
t dD l

t

Hospitalization: MOH, NSSF, Mutual Fund, Military Medical Support, Public Sector Employees
Cooperative. Total: LBP 900 billion
Social Support and Development: South Council, Ministry of Displaced, MOSA, MOH,
Religious, and other NGOs. Total: LBP 452 billion
Education: MOSA, MOE, Employees Mutual Fund, High Relief Committee, Public Sector
Employees Cooperative, Military Members Children Scholarships. Total: LBP 1027 billion
Agricultural Support: IDAL , High Relief Committee, Ministry of Finance (Tobacco),
Ministry of Agriculture, Ministry of Economy and Trade. Total: LBP 120 billion

After going into the details of channels for public social spending, we have identified
88 Budget items related to social activities undertaken by different ministries or
supported by it through the subsidizing of social NGOs. As the classification of these
items according to the Budget “nomenclature” is not appropriate for reflecting the
main goals of this social spending, we have regrouped and renamed these items in
terms of 15 homogeneous functions and 27 sub-functions. In addition, we have also
regrouped them by nature of spending into seven categories. A list of the items
identified can be found in Annex C.
The analysis of the data as harmonized and rearranged by us is very instructive. It can
be seen in the tables below. However, it should be clearly mentioned that these
amounts do not represent all the flows originating from public funds. There are
additional types of public funding for which no data are available in the State Budget.
-

Amounts disbursed through the CDR to concerned ministries or public entities
through official development assistance form foreign donors, either bilateral,
multilateral or regional, and either as grants or loans
Amounts disbursed directly through the Central Treasury under specific laws, as
is the case for the Fund for the Displaced
Amounts disbursed by the Tobacco Regie to subsidize the price of tobacco paid
to farmers (approximately LBP 70 billion)

This represents a very serious gap in forming a clear overall picture of the amounts
the state devotes to social development.
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It should also be mentioned that the figures in Tables 12 and 13 consist of amounts
appropriated in the Budget. They do not state the amount of effective spending. In
most cases, however, appropriations for certain functions are totally spent during the
year (hospitalization in particular, but also mutual funds and Cooperative of Public
Sector Employees, assistance to education, etc.), while other amounts might not be
spent if the Ministry of Finance feels that the Budget deficit during the year does not
allow for more spending or if the activities subsidized have been lower than
anticipated (interest subsidies on loans, contribution to Social Security).
Table 12: Financial Budget Flows Related to Social Activities by Functions - 2004
Budget (million LBP)
Function
Health care & assistance
Civil Servants Welfare
War Reparation
Promotion of Small & Medium size enterprise
Rural Development
Social Security
Assistance to Education
Accidents' care
Support to Labor & employment
International Cooperation
Social Care
Culture & Leisure
Other Social Affairs
Environment Preservation
Investment & Maintenance
Grand Total

Total
448,215,121
165,930,000
136,967,500
70,000,000
55,140,000
50,000,000
43,895,000
15,000,000
10,221,368
2,598,594
2,544,000
2,322,000
2,296,500
1,485,000
1,171,000
1,007,786,083

%
44,5%
16,5%
13,6%
6,9%
5,5%
5,0%
4,4%
1,5%
1,0%
0,3%
0,3%
0,2%
0,2%
0,1%
0,1%
100%

Table 12 clearly shows the high concentration of flows on two main functions (health
care and assistance and civil servants' welfare systems). These two functions represent
61% of Budget appropriations devoted to social activities. Four other functions
(contribution to Social Security, assistance to education and rural development)
represent an additional 36.4% of total Budget appropriations for social activities. The
amounts devoted to the other 8 functions are almost insignificant, representing 3.7%
of the total amount.
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The sub-functions and corresponding appropriations are detailed in Table 13, below.
Table 13: Financial Budget Flows Related to Social Activities by Sub-Functions - 2004
Budget (million LBP)
Sub-Function
Financial support
Hospitalization costs
Support to NGOs
Displaced
Southern development
Medicine supplies
Operational costs
Public hospital management
Production subsidy
Social care centers
Civil defense
Research and agricultural guidance
Support to handicapped
Accident' care
Assistance to employment
Contribution to international organizations
Assistance to training
Vocational training
Laboratory services
Equipment
Hospitalization
Health prevention
Support to coop. & associations
Participation in UN projects
Health assistance
Hunting
Total

Total
352,325,000
229,064,000
88,879,000
70,967,500
66,000,000
47,794,000
32,576,461
30,000,000
20,000,000
19,000,000
15,000,000
14,600,000
4,900,000
3,600,000
2,900,000
2,598,594
1,566,000
1,500,000
1,227,528
963,000
800,000
450,000
450,000
300,000
210,000
115,000
1,007,786,083

%
35,0%
22,7%
8,8%
7,0%
6,5%
4,7%
3,2%
3,0%
2,0%
1,9%
1,5%
1,4%
0,5%
0,4%
0,3%
0,3%
0,2%
0,1%
0,1%
0,1%
0,1%
0,0%
0,0%
0,0%
0,0%
0,0%
100%

The first three sub-functions (financial support to social and educational institutions in
the private sector, free hospitalization costs and financial support to NGOs) represent
66.5% of the total Budget appropriations distributed by sub-functions.
In Table 14, functions and sub-functions have been regrouped, which gives a clearer
view of the distribution of Budget appropriations for social affairs.
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Table 14: Financial Budget Flows Related to Social Activities by Functions and SubFunctions - 2004 Budget (million LBP)
Function

Sub-Function
Total
Hospitalization costs
229,064,000
Support to NGOs
83,000,000
Medicine supplies
47,794,000
Public Hospital management
30,000,000
Operational costs
27,639,593
Social care centers
19,000,000
Health Care & Assistance
Support to handicapped
4,900,000
Accident' care
3,600,000
Laboratory services
1,157,528
Hospitalization
800,000
Vocational training
600,000
Health prevention
450,000
Health Assistance
210,000
Health care & Assistance Total
448,215,121
Financial support
Civil Servants Welfare
165,930,000
Southern Development
66,000,000
War Reparation
Displaced
70,967,500
War Reparation Total
136,967,500
Promotion of Small & Medium size Enterprise Financial support
70,000,000
Financial support
20,000,000
Production subsidy
20,000,000
Rural Development
Research and Agricultural Guidance
14,600,000
Support to coop. & associations
450,000
Hunting
90,000
Rural Development Total
55,140,000
Financial support
Social Security
50,000,000
Financial support
43,870,000
Assistance to Education
Assistance to Training
25,000
Assistance to Education Total
43,895,000
Civil Defense
Accident' Care
15,000,000
Operational costs
4,180,368
Assistance to Employment
2,900,000
Assistance to Training
1,541,000
Support to Labor & employment
Vocational training
900,000
Support to NGOs
500,000
Financial support
200,000
Support to Labor & Employment Total
10,221,368
Contribution to International Org.
International Cooperation
2,598,594
Support to NGOs
2,493,000
Social Care
Operational costs
51,000
Social Care Total
2,544,000
Financial support
Culture & Leisure
2,322,000
Support to NGOs
1,726,000
Other Social Affairs
Operational costs
567,500
Financial support
3,000
Other Social Affairs Total
2,296,500
Support to NGOs
1,160,000
Environment Preservation
Participation in UN projects
300,000
Hunting
25,000
Environment Preservation Total
1,485,000
Equipment
963,000
Investment & Maintenance
Operational costs
138,000
Laboratory services
70,000
Investment & Maintenance Total
1,171,000
Grand Total
1,007,786,083
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Another view of these appropriations can be shown in terms of the nature of expenses,
as can be seen in Table 15 below.
Table 15: Financial Budget Flows Related to Social Activities by Nature of Expenses 2004 Budget (millions LBP)
Nature

Function
Total
Health care & assistance
368,358,000
Promotion of Small & Medium size enterprise
70,000,000
Rural Development
42,140,000
Assistance to Education
30,695,000
Subsidies to Private Sector Support to Labor & employment
2,741,000
Social Care
2,493,000
Culture & Leisure
2,322,000
Other Social Affairs
1,729,000
Environment Preservation
1,185,000
Subsidies to Private Sector Total
521,663,000
Civil Servants Welfare
165,930,000
War Reparation
132,000,000
Social Security
50,000,000
Health care & assistance
49,600,000
Subsidies to Public Sector Assistance to Education
13,200,000
Rural Development
13,000,000
Support to Labor & employment
3,300,000
International Cooperation
1,350,000
Environment Preservation
300,000
Subsidies to Public Sector Total
428,680,000
Health care & assistance
28,508,621
Accident' care
15,000,000
War Reparation
4,967,500
Administrative Costs
Support to Labor & employment
4,180,368
Other Social Affairs
567,500
Social Care
51,000
Administrative Total
53,274,989
Health care & assistance
1,748,500
Technical Costs
International Cooperation
1,248,594
Technical Total
2,997,094
Investment & Maintenance
Equipment
1,033,000
Investment & Maintenance
Maintenance
138,000
Grand Total
1,007,786,083

%
36,6%
6,9%
4,2%
3,0%
0,3%
0,2%
0,2%
0,2%
0,1%
51,8%
16,5%
13,1%
5,0%
4,9%
1,3%
1,3%
0,3%
0,1%
0,0%
42,5%
2,8%
1,5%
0,5%
0,4%
0,1%
0,0%
5,3%
0,2%
0,1%
0,3%
0,1%
0,0%
100%

As can be seen in Table 15, the amount of subsidies disbursed to the private sector
institutions (civil and religious social care institutions) is extremely high. It represents
51.8% of total Budget appropriations for social affairs in an amount of more than LBP
521 billion. Subsidies to public sector entities are the second largest item, representing
42.5% of the total in an amount of LBP 428 billion.
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As could be seen from Table 16, administrative costs for spending these flows
(including the salaries of concerned ministries’ departments) is only 5.3% of the total.
In our view, this small figure indicates that the social budget of the Central
Government is under-administered and should need reinforcement for proper
monitoring of the large flows of funds to both the private and the public sector. Table
16 allows us to determine the spending entity.
Table 16: Financial Budget Flows Related to Social Activities by Spending Ministry and
Nature of Expenses - 2004 Budget (million LBP)
Ministry

Public Health
P.M. Office
Social Affairs
Budget reserve
Education
Labor
Economy and
trade
Interior and
Municipalities
Agriculture
Displaced
Justice
Tourism
Environment
Public Work
and
Transportation
National
Defense
Grand Total

Administrative Equipmen Maintenance
Costs
t
26,153,248

970,000

2,893,873

4,180,368

65,000
29,000

50,000

12,000

Technical
Costs

Subsidies to Subsidies
Private Sector to Public
Sector
283,851,000
30,600,000
2,888,500
20,553,000
276,960,000
87,000,000
19,000,000
5,000
70,000,000

344,527,748
297,513,000
108,927,873
70,000,000

34.20%
29.50%
10.80%
6.90%

59,395,000
58,345,962
21,350,000

5.90%
5.80%
2.10%

1,250,000

16,250,000

1.60%

2,831,000
1,075,000
1,000
2,322,000
1,185,000
500,000

13,000,000

15,831,000
6,167,500
5,041,000
2,322,000
1,485,000
500,000

1.60%
0.60%
0.50%
0.20%
0.10%
0.00%

100,000

30,000

130,000

0.00%

521,663,000

428,680,000

1,007,786,083

100%

31,545,000
700,000
20,000,000

15,000,000

5,047,500

53,274,989

13,000

1,033,000

32,000

138,000

Grand Total % of Total

27,850,000
53,300,000
1,350,000

103,594

5,040,000
300,000

2,997,094

As can be seen, the largest spending ministry is the Ministry of Public Health (34.2%
of total appropriations), followed by the Prime Minister’s Office (29.5%). The
Ministry of Social Affairs is in third position (10.8%). Other ministries have a very
limited budget allocated for social affairs.
It is also to be noted that spending for investment and maintenance is quite low. It
confirms the fact that the main public administrations in charge of social spending are
in urgent need of rehabilitation both for the upgrading of existing assets and for
management improvement.
The total amount of these Budget appropriations represents 20% of the total Budget
(excluding debt service), but only 11% if debt service is included. If we add the
appropriations of the Ministry of Education and Higher Education and the Ministry of
Youth and Sport, which are not included in our figure, the total Budget appropriations
for social and educational affairs amounts to LBP 1,831 billion, representing 19% of
total state Budget appropriations including debt service and 36% excluding debt
service.
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In term of state receipts, this amount of social and educational spending represents
29% of these actual receipts in 2003. Here it is worth noting that annual debt service
consumed 85% and 77% of state receipts respectively in 2002 and 2004.
5.2. External Sources of Funds and CDR Distribution of Spending
Recent UNDP reports list Arab countries as the main source of Lebanon's external
funding (2004). The Arab Gulf states are significant donors. The Arab Fund for
Economic and Social Development committed €240 million from 1995 to 1999,
mainly in infrastructure but also in human resources development. Saudi Arabia
provided €165 million over the same period, similarly channeled to infrastructure
(hospitals, roads, water). This is managed through the Saudi Development Fund.
Kuwait (€137 million) focuses its investments in transport infrastructure, services and
social development.
Another main donor is the World Bank, which has provided an average of €120
million a year in new lending to Lebanon since 1992. It has a total of €840 million in
its loan portfolio, of which 42% was disbursed by mid-2000. Bank lending covers a
broad range of development activities, including postwar emergency recovery,
irrigation, health, solid waste treatment, education, administrative rehabilitation,
roads, agriculture, the power sector, and vocational and technical training.
According to the EU Report (2002), the UN system allocates around €16 million a
year in technical assistance for health, refugees, rural development, education, social
development and agriculture, via its family of agencies. Also active are Italy
(agriculture, infrastructure, water and waste water), Canada (development
administration, economic management), and Norway (technical cooperation, social
services and mine awareness).
Most funds come in the form of loans or soft loans that are channeled through the
CDR and approved by the Council of Ministers. Between 1992 and 2003, the CDR
signed about US$7,117 million worth of contracts, of which US$5,008 million worth
were fulfilled. In the same period, external funding amounted to US$5,616 million,
which included grants, medium- and long-term loans and concessionary loans (see
Table 17).
Table 17: External Financing (1992-2003)

Amount
(million US$)
Share of Total
(%)

Grants

Total Grants
& Loans

Loans

840

Soft Loans
2,410

Other Loans
2,366

Total Loans
4,776

5,616

15

43

42

85

100

Source: CDR Progress Report, 2004
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Figures 7 and 8 show the breakdown of external funds secured between 1992 and
2003 according to donor and lending agencies/countries and sectors, respectively. Of
total external funding, around 17%, i.e. about US$955 million, is allocated to socioeconomic projects.

Figure 7: Breakdown of External Funding Secured between
1992 and 2003 by Source of Funds (%)
Commercial Banks,
5

OFID, 1
AFESD, 14

EIB, 11
Iran, 1

France , 6

UN Agencies, 1
Saudi Arabia, 7

EU, 7

UAE & ADFD, 1
World Bank, 15

Kuwait, 10

Germany, 2
IDB, 10

Japan, 2
Italy , 6

Source: CDR Progress Report, 2004

Figure 8: Breakdown of External Funding Secured between
1992 and 2003 by Sector (million US$)

Basic Services,
1,179.36
Basic Infrastructure,
1,965.60

Productive &
Other Sectors,
SocioEconomic

Source: CDR Progress Report, 2004
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As the funding to CDR through budget’s appropriations does not give a detailed
breakdown by sector, the periodical activity reports of the CDR give the sectoral
distribution of contracts signed as shown in the Table 18 and Figure 9.
Table 18: Sectoral Distribution of CDR Contracts Signed between 1992 and 2003
Sector
Electricity
Telecommunications
Roads and public transportation
Education
Public health
Social and economic development
Categorization of lands and environment
Potable water
Sewage networks
Solid waste
Agriculture and irrigation
Airport and ports
Government buildings
Administration and services for the private sector
Other sectors

Amount ($ millions)
1,404.7
777.0
1,156.8
594.5
252.8
38.9
20.5
511.1
382.6
862.1
108.5
678.6
121.8
200.0
6.7

Source: CDR Progress Report, 2004
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In 2003, the CDR secured about US$290 million in new funding. Figure 9 shows the
overall sectoral distribution of project contracts signed in 2003.

Figure 9: Sectoral Breakdown of CDR Contracts Signed in 2003 (millions US$)
Roads & Highways

140.15

Potable Water

35.34

Education

34.66

Public Health

25.09

Sewer Network

16.48

Irrigation

14.74

Public Buildings

6.49

Socio-Economic & Rural Development

4.60

Vocational & Technical Education

3.56

Airport

3.41

Land Management

1.87

Agriculture

1.78

Solid Waste Management

1.76

Electricity

0.48

Sports Facilities

0.27

Higher Education

0.19

Post & Telecommunications

0

Source: CDR Progress Report, 2004
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6. Social Development Programs and Projects and Stakeholders2
Each sector suffers from a number of gaps that limit the benefits of social spending
(refer to Volume II). Overcoming these gaps is particularly significant in the cases of
countries emerging from violent conflict and that face many challenges in national
reconstruction. More often than not, the need for physical and economic rehabilitation
takes precedence over the need to rebuild the country's social fabric. While the
reconstruction of basic physical infrastructure was deemed indispensable following
the widespread destruction caused by the war, increased attention has been drawn to
the need for human and social development, and infrastructure projects become
important in as much as they serve to augment human capabilities and succeed in
targeting vulnerable social groups.
The war led to major modifications in the living conditions of the Lebanese and has
been responsible for the impoverishment of a large part of the population. As such,
post-war Lebanon became the focus of many social development players, who
supplied large sums of grants and funds to carry out projects that would lead to
sustainable and equitable regionally balanced development. The government's
emphasis on the importance of such development has been reflected in both the 1990
Constitution and the Taëf Peace Agreement, where the Preamble states that "the
balanced development of all the regions, on the cultural, social and economic levels,
is a major pillar of the unity of the State and the stability of the system" (paragraph
G).
Consequently, over the past decade, a large number of development projects have
been implemented. Issues like access to education, healthcare, environmental
protection, training, and credit have received considerable attention. Efforts have been
made to reach a geographically balanced coverage of these projects, and more
emphasis has been given to projects' sustainability, for it is widely acknowledged that
development and not merely growth needs to be sustainable to give all groups in
Lebanon a sense of sharing in the efforts and benefits of reconstruction.
6.1. Overview of Stakeholders and Projects: Objectives, Beneficiaries and
Geographical Outreach
The severe economic and social devastation caused by the war compelled a large
number of parties to get involved in the process of reconstruction. Such parties
include public institutions and ministries, NGOs – both national and international,
multinational financial institutions and international development agencies, as well as
foreign countries and embassies.
In order to have first-hand feedback on the flow of work in the social development
sector, interviews with key informants were conducted that covered a sample of main
active stakeholders. These include sectoral line ministries and public institutions, local
and international donors and lenders, religious organizations, international and
national PVOs and NGOs, all working at different levels with different or similar
capacities to achieve certain aspects of development.
2

For a more detailed description of selected projects, please refer to Annex D.
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Many stakeholders, such as Imdad, the Social Movement, and World Vision, started
operation mainly to carry out relief activities during the war, after which they shifted
to other socio-economic programs, like youth and women empowerment,
infrastructure development, education, employment, agriculture, environment, and
housing. These projects target various social groups, including the disabled, orphans,
the elderly, the displaced, children, women, and the youth.
On the one hand, some stakeholders work at the national level. For instance, the
Social Movement, which focuses on human development and capacity building, has
24 centers, which are spread nationwide. On the other hand, some stakeholders target
specific geographical areas, such as the Fares Foundation which implements health,
education, and infrastructure projects mainly in Akkar.
Parties involved in social development have carried out a large number of projects
and programmes in the past decade3. They range from large projects that aim to
rehabilitate entire sectors (e.g. Health Sector Rehabilitation Project at a total cost of
US$ 48.12 million and Education Development Project at a total cost of US$ 70.9
million) to smaller projects that aim to deliver specific benefits to a specific group of
people within a narrowly-defined geographical space (e.g. construction of a public
school in Arsal at a total cost of US$142,738).
Some projects have sectoral emphasis. Usually, such projects have a broad
geographical outreach with beneficiaries spread all over the country. For example, the
Agricultural Infrastructure Development Project of the World Bank covers
agricultural and rural areas in South Lebanon, Mount Lebanon, North Lebanon, and
Bekaa. Other projects have more of a geographic focus, with a more integrated
approach at the sectoral level. One such project is the Integrated Rural Development
Program for Baalbeck-Hermel carried out by the UNDP. Other projects target specific
social groups, such as the UNDP's project of Reintegration and Socio-Economic
Rehabilitation of the Displaced.
Targeted beneficiary groups differ from one project to another. However, they all
usually share the aim to assist the needy, poor, vulnerable, disadvantaged, and
marginalized social population groups. These include low-income groups, the
disabled, the displaced, women, the elderly, the unemployed, agricultural workers,
and illiterates among others.
Another category of beneficiaries includes certain ministries and specific departments
within these ministries. Most World Bank projects include an institutional component
that aims to support and build the capacity of public institutions involved in project
implementation. One component of the Health Sector Rehabilitation Project aimed to
increase the institutional capacity of the Ministry of Health. The institutional
component of the Irrigation Rehabilitation and Modernization Project sought to
expand the capacity of the Ministry of Energy and Water and the Litani River
Authority. The Education Development Project was designed to expand the
institutional capacities of the Ministry of National Education, Youth, and Sports.

3

The projects considered in our analysis were chosen from a list of 68 projects attached in Annex E.
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6.2. Output of Selected Projects
All actors have claimed success to some extent in delivering the services and targeting
the beneficiaries they have identified while setting their objectives. However, in
trying to assess the degree of success of these projects, one should not only consider
"absolute" results but also compare actual realized output in a "relative" manner to the
output that was expected to be achieved during the planning stages of the project.
Unfortunately, due to lack of information and data, such comparison is not always
feasible. While actual output has been quantified in most cases, expected output was
more broadly defined with no specific figures on targeted beneficiaries or physical
infrastructure work to be achieved. Table 19 summarizes the output of the projects
selected for programs analysis.
Table 19: Selected Projects' Output
Project
Irrigation Rehabilitation and
Modernization Project

Community Development
Project

Expected Output
▪ Major crop yields in rehabilitated
irrigation schemes: 272 tons/ha
▪ Area cultivated in rehabilitated
schemes: 27,200 ha
▪ Average cropping intensity in 5
major schemes: 135.4%
▪ Average increase in agricultural
income in 5 major rehabilitated
schemes: 97 to 138.8%
▪ Beneficiaries: 21,200 families at
completion date
▪ Construction & rehabilitation of 5
laboratories: 2,250 m2
▪ Construction of hill lakes: 775,000
m3
▪ Construction & rehabilitation of
extension offices: 1,000 m2
▪ Construction & rehabilitation of 17
green/glass houses: 3,000 m2
▪ Technical assistance (MOEW,
RWAs, LRA, MOA, GP): 613
person-month
▪ Training (MOEW, RWAs, LRA,
MOA, GP): 362
▪ Increased access, reduced cost and
improved quality of basic social and
economic infrastructure (education,
health, etc…)
▪ Enhancing income by funding
capacity building activities (micro
credit, training on specialized skills,
etc…)
▪ Increased empowerment for the
needy and vulnerable at local and
national levels

Actual Output
▪ Major crop yields in rehabilitated
irrigation schemes: 266.8 tons/ha
▪ Area cultivated in rehabilitated
schemes: 24,300 ha
▪ Average cropping intensity in 5
major schemes: 121%
▪ Average increase in agricultural
income in 5 major rehabilitated
schemes: 69.8%
▪ Beneficiaries: 16,528 families at
completion date
▪ Construction & rehabilitation of 5
laboratories: 2,250 m2
▪ Construction of hill lakes: 582,000
m3
▪ Construction & rehabilitation of
extension offices: 730 m2
▪ Construction & rehabilitation of 17
green/glass houses: 4,287 m2
▪ Technical assistance (MOEW,
RWAs, LRA, MOA, GP): 1,962
person-month
▪ Training (MOEW, RWAs, LRA,
MOA, GP): 49
NA (project is still in progress)
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Table 19 (Cont’d): Selected Projects' Output
Project
Integrated Rural
Development Program

Expected Output
NA

Actual Output
▪ Direct beneficiaries: 31,794
families
▪ Program achievements: 565
activities completed/implemented
▪ 52,665 families accessing new
improved social infrastructure
▪ 1,486 clients accessing expanded
economic opportunities
▪
50
villages
implementing
environmental management plans
▪
5,630
hectares
of
land
cultivates/irrigated incrementally
Reintegration and SocioNA
▪ Supplying equipment for 95 youth
Economic Rehabilitation of
clubs and 2 libraries
the Displaced (phase II)
▪ 7 training workshops
▪ 17 awareness-raising sessions
▪ Update of demographic profiles of
108 villages
▪ Providing equipment to 98 public
schools and 11 dispensaries
▪ Training for 11 cooperatives (nearly
1,000 farmers)
Integrated Rural
NA
The programme:
Development Program for
▪ contributed to peace building and
Baalbeck-Hermel
reconciliation
▪ improved the area's ability to
coordinate with international
agencies
▪ provided technical assistance in
resource mobilization
▪ improved municipal participation
▪ supplied the Hermel public hospital
with medical equipment
▪ provided water through wells and
irrigation networks
▪ provided training (knitting,
computer, nursing, etc…)
▪ gave out $405,766 worth of loans to
426 farmers during 1994-1999
Personal Housing Loans
NA
▪ By June 2004, 12,900 files were
approved of which 12,000 were
signed.
▪ About 10 houses are registered
every working day.
▪ 44 out of 100 houses were
completed and handed over to
owners
Export Plus
NA
By the end of 2003, Export Plus had
succeeded in increasing agricultural
exports by 21% and developing 12
new export markets.
Medical Assistance Program
NA
The program provided free medicine
to 86,154 chronically ill patients in
2003.
AMEEN
NA
Since its inception in 1998, AMEEN
has given out 25,000 loans
amounting to US$30 million.
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Table 19 (Cont’d): Selected Projects' Output
Project
Green Plan

Agriculture Infrastructure
Development Project

Education Development
Project

Health Sector Development
Project

Expected Output
NA

▪ Beneficiaries: 9,600 farm families
or about 75,500 people
▪ Incremental agricultural production
(58,000 tons of vegetables and
110,000 tons of fruit)
▪ Improved management and
conservation of land and water
resources
▪ Savings on the cost of rural
transportation
▪ An updated agricultural database
▪ Expected economic rate of return:
24%
Expected project benefits include:
▪ Construction, rehabilitation, and/or
providing equipment to 24 scholar
establishments
▪ Increased productivity of
administrative units in charge of
education
▪ Establishment of a permanent
forum to debate educational issues
and policies
▪ Quality improvements in schools
▪ Total beneficiaries: 179,000
primary and secondary pupils, 22,000
teachers, and 2,000 administrative
staff
Among other goals, the project was
expected to:
▪ Restore and strengthen the essential
administrative functions of the
MOPH
▪ Rehabilitate of six front-line public
hospitals
▪ Rehabilitate 10 public health
centers in underprivileged areas and
20 active nongovernmental active
centers
▪ Implement health quality
accreditation
▪ Introduce emergency medicine
services

Actual Output
Since its inception, the GP has (i)
helped terrace about 26,000 ha of
sloped privately-owned land, (ii)
constructed more than 7 million m2
of terrace retaining-walls, 500 hill
ponds, and more than 3,000 small
concrete basins
(iii) built more than 1,000 km of
agricultural roads.
As such, GP's activities have
benefited more than 38,000 farmers
and about 1,000 villages nationwide.
NA (project is still in progress)

NA (project is still in progress)

▪ Improvements in efficiency and
resource allocation as indicated by
the 15% decrease in the cost per
hospital admission (cannot be totally
attributed to the project)
▪ Rehabilitation of 10 public health
centers and provision of operational
support to 30 private health centers
▪ Rehabilitation of 4 rather than 6
public hospitals due to increased
awareness of "overbeddedness" of
the Lebanese health sector
▪ 68 hospitals achieved accreditation
status
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Table 19 (Cont’d): Selected Projects' Output
Project
Municipal Infrastructure
Project
(01)

Post-Conflict SocioEconomic Rehabilitation
Programme for Southern
Lebanon

Expected Output
▪ Beneficiaries: about 150,000
households – residents of 704
municipalities
▪ Improved access roads to primary
services (health clinics and hospitals,
schools and community facilities,
etc…)
▪ Improved road safety and reduced
risk of accidents
▪ Improved evening access to
commercial areas
▪ Improved sanitation and reduced
health and environmental hazards
NA

Actual Output
NA (project is still in progress)

During 2002:
▪ 30 youth clubs were established
▪ support was given to 24 out of 45
cultural cooperatives
▪ a socio-economic survey and
village profiles were completed for
22 out of 38 villages
▪ preparatory activities were
launched to establish a credit scheme

6.3. Problems Encountered in Project Implementation
During project implementation, many stakeholders encountered difficulties – be they
administrative, legal, institutional, political or social. While some obstacles were
project specific, others were common to almost all considered projects. Such common
obstacles were identified as:
6.3.1. Bureaucratic and Administrative
The time-consuming bureaucratic routine and the cumbersome administrative
procedures have led to delays at several stages of project design and implementation.
Delays were faced in tendering, contract awarding, procurement, obtaining necessary
clearances, and actual implementation. For example, the average duration of
finalizing one procedure while working on the Health Sector Rehabilitation Project
was 350 days, and the project was closed two years after the planned closing date.
Similarly, the Irrigation Rehabilitation and Modernization Project was extended twice
and lasted for two years more than what was initially planned. Also, while it took the
South Council 18 months to build a hospital in Bint Jbeil (capacity of 120 beds and a
total cost of US$3.3 million), it has been idle for two years now because of delays in
the approval of terms of reference.
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6.3.2. Legal and Institutional
It has been pointed out by various stakeholders that their work would be greatly
facilitated if certain legal issues are resolved. One main legal issue is the need to
clearly define the responsibilities of different governmental administrations and
bodies in order to minimize conflicts of interests and prevent overlapping of activities
and duties as discussed in Section VI. Hence there is a need for laws that draw a clear
line between the mandates of each public institution.
In other cases, the law does not give certain institutions enough discretion that would
enable them to perform their duties efficiently. For example, environmental issues,
such as licensing of quarries and supervision of municipalities and sanitary matters,
are still under the control of the Ministry of Interior instead of the Ministry of
Environment. Legal matters are also thought to limit the Economic and Social
Council's ability to carrying out its activities efficiently. The Council cannot conduct a
study unless required to do so by the Council of Ministers. A self-initiated study has
to get the approval of 48 out of a total of 71 members. This quorum is very difficult to
attain considering that 6 members are expatriates and 10 are assigned by the
government. This issue has also been pointed out by the World Bank, which faced
delays in implementing the Irrigation Rehabilitation and Modernization Project due to
insufficient authority and empowerment of implementing agencies to settle occasional
disputes with contractors or consultants.
The laws governing NGO status and activities in Lebanon also deserve thorough
reconsideration due to the fact that they have not been updated since August 1909. As
such, these laws do not incorporate major social and economic changes that have
taken place in the past century. It is debate by many that an update of these laws is
required to adapt NGO activities and mandates to the current socio-economic
situation.
6.3.3. Lack of Coordination
To date, coordination among various social development players is still in its infancy.
In most cases where such coordination existed, it was mainly imposed by the donor,
whose prerequisites to provide a grant sometimes include the formation of a
consortium or partnership among NGOs and/or public institutions.
An instance of fruitful coordination is that between the Social Movement, the
National Employment Office, public schools, and universities in the implementation
of the Intensive Technical Training Program. The program, which aims to benefit
young school dropouts by empowering their technical skills and increasing their
employment opportunities, resulted in assisting 62% of the trainees to find jobs
(initial target rate: 65%). Success can be attributed to synergy resulting from
coordination among the parties involved, planning, and follow-up.
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Nevertheless, facts revealed more instances of lack of coordination which prohibited
local communities from extracting benefits in a timely fashion, resulted in waste of
time and resources, and led to duplication of work. For example, in Khyam area, four
dispensaries were built, of which one was a public dispensary, and the remaining
three were founded by three different NGOs. As a result, the area was saturated with
dispensaries, one of which had to close.
More benefits would have been derived if needs were properly assessed, and
dispensaries were built in areas which have none (e.g. the neighboring village of Al
Mary which has no dispensary).
The importance of coordination has been best expressed by the World Bank, which
stated that "systematic coordination is lacking between the activities, alliances and
approaches of the agencies involved – including various sectoral line ministries,
development assistance agencies such as the USAID, UN Agencies, the EU, different
NGOs, political parties, confessional agencies – and the World Bank. The current
public system displays some serious flaws, whereby certain line ministries channel a
large volume of resources through national NGOs; however, the systems seems to be
deficient in targeting, transparency and accountability, monitoring and evaluation and
also result in beneficiary dependence syndrome. There is a clear need, expressed by
many well informed people, for a better strategic framework of coordination and
regional development. There are three main types of poverty alleviation initiatives and
efforts. Each of these has a different strategy, objective, purpose and targeting,
focusing on the needs of different socio-economic strata of beneficiary groups; and
each is evaluated by quite different criteria and indicators. All three are necessary and
should play a complementary, synergetic role in poverty alleviation…"
6.3.4. Resistance from Local Communities
In some cases, funding and implementing agencies were faced with resistance from
local communities. This may be attributed to vagueness in understanding of the
projects' goals, doubt concerning the benefits anticipated from projects or programs,
and/or political or religious image of certain agencies. For instance, it took some time
for local communities to cooperate with YMCA and the other NGOs involved in
implementing the Rural Development Program, which was funded by USAID.
Although this obstacle was overcome with time, it still led to delays in extracting the
projects' benefits.
6.3.5. Financial Constraints
Almost all stakeholders view financial limitations as significantly holding up their
work. Needs are thought by many to exceed by far the available financial resources.
Most public institutions that are involved in social development lack the sufficient
funds required to implement new development programs within their allocated
budget. After covering operating expenses and paying out salaries and wages, very
little remains to development programmes. This issue is best revealed by the situation
of the MEHE whose share of the annual budget is about 17% (LBP864 billion in
2004). Of this, only about 3.43% covers is assigned to developing new projects, while
the rest covers wages and salaries and other administrative expenses.
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Due to shortage of funds, the Green Plan of the Ministry of Agriculture can only
satisfy about 60% of demand with its allocated budget. Work is expected to decrease
even further when the Agriculture Infrastructure Development Project is closed in
2004. The Green Plan estimates that by the time the World Bank loan is closed, its
work will be limited to finalizing existing projects, paying wages, and covering
administrative expenses. Four public hospitals were rehabilitated under the Health
Sector Rehabilitation Project, of which only one hospital is operational. Of the other
three, two hospitals are not operating because of lack of sufficient supplies and
equipment. Because of lack of funds to carry out publicity campaigns, the National
Employment Office faces the problem of limited awareness of its services, which in
turn limited its outreach and prevented the extraction of maximum benefits. In other
instances, unavailability of funds has prevented the replication of successful projects
in other geographical areas (e.g. the Small Grants Program of the Ministry of
Environment).
In cases where no financial obstacles were encountered during project
implementation, doubt was cast by the donors themselves on the availability of funds
for the maintenance of investments, and consequently on the sustainability of the
projects' impact. According to the World Bank, the Municipal Infrastructure Project is
not expected to have a strong sustained impact if funds are not made available to
finance maintenance of investments. The sustainability of the Irrigation Rehabilitation
and Modernization Project "depends mainly on adequate arrangements for O&M of
the irrigation schemes rehabilitated under the project". This in turn relies on the
availability of funds for this purpose.
While some assert that financial constraints play a major role in limiting their
outreach and scope of activities, others argue that financial resources are available but
not being used efficiently (duplication of work at the sectoral and geographical levels,
idle projects, etc…).
6.3.6. Political
In some cases, project benefits were constrained by political factors. For example, one
hospital rehabilitated under the Health Sector Rehabilitation Project is still not
operational because of political conflicts as to assigning board members. Political
intervention in hiring public school teachers is thought to be the main reason
underlying the poor educational quality of some public schools.
6.3.7. Inflexibility of Donors
Most NGOs are facing problems during project implementation because of the
rigidity of mainly international donors, who "go by the book" without taking into
consideration local and country-specific factors that might require some more
flexibility to reach the targeted population and achieve the most favorable outcome.
6.4. Project Impact Assessment
In all projects that have been considered, the assessment of outcome by the main
donor agency ranged from being "satisfactory" to "very successful" and "highly
positive" (Table 20).
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Table 20: Agency Assessment of Completed Projects*
Project
Irrigation Rehabilitation and
Modernization Project

Main Agency(s)
World Bank

Health Sector Rehabilitation
Project

World Bank

Integrated Rural Development
Program

USAID, YMCA

Reintegration and SocioEconomic Rehabilitation of
the Displaced (phase II)
Integrated Rural Development
Program for Baalbeck-Hermel

UNDP

Agency Assessment
The outcome of the Irrigation Rehabilitation and
Modernization Project was "satisfactory", the
sustainability was "likely", and the institutional
development impact was "modest".
The overall achievement of project objectives was
rated as "satisfactory". Evaluation by project
components can be summarized as follows:
▪ Strengthening the Planning Capacity of the
MOPH: satisfactory
▪ Health financing: satisfactory
▪ Management and Rehabilitation of Health
Centers: highly satisfactory
▪ Management and Rehabilitation of Front-Line
Public Hospitals: satisfactory
▪ Improving Emergency Medicine: unsatisfactory
▪ Initiating a Hospital Accreditation Program:
satisfactory
"Measured in terms of physical infrastructure and
output, the project accomplished its objectives by
successfully implementing badly needed projects
in the fields of agriculture, public works, health,
education, and the environment. Measured in
terms of capacity building and sustainability, the
program has met with considerable success in
building the capacity of its constituent target
groups through the provision training and a
participatory
approach
to
development…
Throughout its implementation, the program
achieved credibility, transparency, mobilization of
local resources, and support".
"The programme has been particularly successful".

UNDP

The programme assessment is highly positive. It
has contributed to the improvement of social and
physical infrastructure in the project areas and to
the strengthening of participatory decision-making
mechanisms through the Local Development and
Credit Committees (LDCCs). Also, project
management has preformed competently.
Personal Housing Loans
Housing Institute
The program has been very successful.
Export Plus
IDAL
The program has been the most satisfactory.
Medical Assistance Program
YMCA
The program has been very successful.
AMEEN
CHF, AMEEN
The program has succeeded to a great extent in
SAL.
meeting its defined objectives.
Green Plan
MOA
Overall, the development implemented by the GP
during the past three decades has been generally
successful and in line with its mandate to develop
hilly lands and improve access to isolated
agricultural areas.
* Some of the projects that were considered in our analysis have not been closed and as such were not
included in this table, for no assessment has been carried out.
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In most cases, impact assessment has been a mere description of project output in
terms of work accomplished and number of beneficiaries targeted. In very few cases
has an "official" impact assessment been carried out, with an extensive evaluation of
financial and economic returns, identification of gaps, and forecast of impact
sustainability, as has been done in the case of the Irrigation Rehabilitation and
Modernization Project. The infrequency of impact assessment may be attributed to
various factors, such as:
-

The unavailability of adequate data to carry out assessment
The inability of donors and/or implementing agencies to monitor and collect
appropriate data and information
The infrequency of success stories

Even in cases where thorough evaluation and impact assessment has been done, there
was no in depth discussion of key success factors, approaches adopted that guaranteed
a program's success, or mechanism used to overcome certain obstacles. This has
limited to a great extent the ability of social development players to learn from each
others' experience and replicate methods that could lead to success.
6.5. Community Awareness and Perception of Development Projects
One common feature of almost all development projects as declared by donors has
been the adoption of a participatory approach, whereby local communities are
involved in project implementation and are trained to perform certain tasks and
acquire specific skills. Such an approach has been considered necessary to ensure
sustainability of the projects' benefits and to guarantee that the impact of the project
remains long after the closing date of the project.
However, in various instances, local communities were unaware of projects carried
out in their villages. In the cases where such awareness was observed, the local
population did not perceive the compatibility of these projects with their needs as
high. In most cases, these projects were ranked as "medium" in this respect. In few
cases, these projects were even deemed as completely "useless".
6.6. Main Gaps/Challenges
It has been argued that the impact of social intervention in Lebanon has not been
commensurate with the large amount of financial resources spent in the social
development sector. This suggests the existence of gaps in the ability of the system to
absorb these funds in an efficient manner. After interviewing a sample of social
development stakeholders and considering a number of development projects and
programmes, the following gaps have been identified:
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6.6.1. Lack of Data
Due to shortages in accurate data and statistics on different socio-economic topics,
stakeholders involved in social development cannot conduct a scientific and
quantifiable appraisal of needs, which makes proper planning a very difficult task.
The Central Administration of Statistics (CAS), which resumed its activities in 1992,
has conducted various socio-economic studies to fill the information gap. However,
considering the severe shortage in such information, more efforts are still needed in
this respect.
6.6.2. Lack of Planning
Currently, there is no one single body that governs and supervises social development
work in Lebanon. In 1959, such a body, namely the Ministry of Planning, was
established to be in charge of planning and coordination of all stakeholders' activities
at a national level. In 1973, this ministry was replaced by the Council of Development
and Reconstruction, which to date remains unable to play such as role. Consequently,
lack of coordination has been the salient feature of social development work in
Lebanon, whereby resources (time, financial, human, etc…) are wasted or
inefficiently utilized, leading to duplication of work in some area or population
groups, while possibly missing out on other needy groups and/or areas.
6.6.3. Absence of a National Comprehensive Vision
Absence of a national comprehensive vision concerning vital social issues, such as
health, education, environment, women empowerment, and poverty reduction: Such
vision is deemed necessary to set the broad guidelines for different social
development players, who would be able follow broad guidelines in order to converge
towards the common national goals despite dissimilar approaches to social
development.
6.6.4. Lack of Transparency and Evaluation Mechanisms
Lack of transparency and evaluation mechanisms at the level of NGOs and
implementing agencies: In most cases, assessment of development projects has been
limited to recounting the output rather than evaluating the outcome. In the cases
where exhaustive evaluation was conducted, success factors were not discussed and
the mechanisms followed to reach success were not elaborated. This greatly limits the
ability of players to share and learn from each others' experiences.
6.6.5. Administrative Centralization
Due to administrative centralization, local bodies, which are likely to be more
informed of needs of local communities, are given insufficient discretion and power
to implement the required development activities. Moreover, decentralization can help
promote the participation of the local communities in social development work, a
factor considered by many as crucial to ensure sustainability of project impact.
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6.6.6. Clientilism
Due to the complex social, political and religious fabric of the Lebanese society, the
work of some agencies is influenced by considerations other than needs. For example,
projects are sometimes required to be evenly distributed among the various sects,
political groups, or geographical areas without necessarily having to be evenly
distributed in accordance with needs assessment.
6.6.7. Donor-Driven Programs and Projects
In most cases, donors require that NGOs and implementing agencies follow certain
procedures and plans that do not always incorporate local factors, thus limiting the
success of projects. Also, suppliers of funds usually dictate problem areas to be
addressed and population groups to be targeted, thus compelling local NGOs to shift
their efforts to accommodate international agendas and perform pre-set activities,
even if they do not have the adequate skills for such work.
6.7. Concluding Remarks
Based on a thorough analysis of a number of development projects and channels of
public social spending in Section VI, Item 5 and after interviewing key stakeholders at
the level of government and NGOs, intervention and level of concern by type of
activity can be summarized in Figure 10.
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Figure 10: Level of Concern and Intervention by Categories of Players and Fields of Activities

Strongly opposed
Local NGOs
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NGOs
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Low endorsement
& interested

Government

High endorsement
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Ransoming & Corruption
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Encroachment and Occupancy of
Public Properties

Disasters Relief

Addiction

Handicapped
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Work Accidents

M inimum Social Inclusion Income

Nurseries & Guarderies

Foreign Labor

High endorsement
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Research has shown that gaps are exacerbated not only by the shortcomings of the
development projects themselves as discussed earlier but also by the fact that almost a
void exists in the areas of foreign labor, day care centers, work accidents, elderly,
housing and unemployment. The issues of the disabled and substance abuse
individuals, though often discussed, are not priority on the agenda of the various
actors.
There is also the phenomenon of subsidies and violations of environmental laws that
are designed as a form of implicit income supplements for certain groups or
individuals. The government’s work seems to be highly concentrated in these areas
while the only explicit and declared policies with major financial commitment are
restricted to hospitalization (not health coverage), education and the displaced.
Furthermore, it is worth noting that in almost all the poverty pockets which were
identified, we detected little intervention (if any) by either the government or national
or international NGOs (See Volume II).
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VII. Problem Analysis and Definition of Main Goals and Priorities
Defining the “problématique”, or problem analysis, of social development in Lebanon
is a prerequisite of an adequate strategy formulation.
It should be noted that it is not easy to arrive at a consensus between the various
political factions, actors and stakeholders of development concerning a diagnostic
defining the main sources of social hardship in a society. There are naturally
conflicting economic interests between various groups in any society.
The duty of a social planner is to try to arrive at a diagnostic that might be accepted
by all parties concerned so that the formulation of strategic goals and targets to
address the main social problems can become a smooth process.
In the case of Lebanon, the problem might lie not only in conflicting interests but also
in an economic ideology or mentality that is attached rigidly to a vision of the
Lebanese economy as being by necessity exclusively oriented towards traditional
urban services (trade, finance, tourism). This vision is supported by certain dogmas
that could be summarized as follows.
-

The country has no natural resources and no sizeable domestic market.
In consequence, the country should not try to compete with larger economies
in the field of industrial and agricultural production.
It should specialize in simple, traditional services not requiring high
technological skills.
Unemployment can only be alleviated by the emigration of young people.
This emigration is a must as migrant remittances can balance the high deficit
in the balance of trade and services, thereby contributing to redressing a
fundamental macro-economic imbalance related to the very high trade deficit.

A number of Lebanese economists might accept this set of dogmas and add to the
problem analysis the necessity of a fairer and more equitable distribution of income,
following the diagnostic of the IRFED Mission.
In fact, the experiences of many small countries not endowed with natural resources
do not support this rigid vision of the constraints endured by Lebanon and that many
consider as the source of its social problems. Belgium, Denmark, the Netherlands and
more recently Ireland are good examples in Europe of the level of economic and
social development that could be reached even in the absence of natural resources and
a large domestic market. Outside Europe, the Singapore-Taiwan-Hong Kong model of
economic growth shows that a high level of industrialization, including high-tech
services, is attainable and can promote a very high standard of living, and as in the
case of Singapore can bring a country to the top of social and human development
indicators.
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This is why the Consultant believes that the difficulty to be faced in arriving at an
adequate problem analysis in Lebanon is basically one of overcoming some of the
“sacred” old dogmas in order to be able to achieve a consensus on a renewed, more
relevant and adapted social diagnostic for the real challenges of social development in
a modern economy which is having to face the challenges of a globalized world.
The problématique of social development in Lebanon is made up of two sets of
factors, one that could be defined as structural and thus needing strong and
determined action and the other that relates to more technical problems affecting the
optimization and efficient use of resources devoted to social development.
In our analysis we have used the very valuable census of economic establishments or
units carried out by the Central Administration for Statistics for the year 1997. We
believe that analyzing the economic productive structure of the country might
contribute to a renewed economic analysis and more explicit orientation of our
problem analysis.
1. Structural Problems: Analysis of the census of housing units and economic
units in Lebanon
In order to proceed with an analysis of the main structural imbalances that affect the
Lebanese economy we have chosen to focus on a systematic analysis of the last
census of economic establishments and housing units conducted by the Central
Administration for Statistics in 1996.
The results of the census are extremely interesting and, we believe, could be of great
use to the ESFD in helping to define the goals and targets of social development. The
census provides a large number of data and statistics concerning the size and
distribution of economic units by branches of economic activities in each Lebanese
Qada. It is thus a very useful tool for analyzing the small business sector which is so
predominant in the Lebanese economy and which is in dire need of being upgraded,
modernized and integrated into the modern economy.
The census also provides much detailed data about the distribution of buildings and
housing units in each Lebanese Qada according to their nature (principal or secondary
residence, vacant, year of construction) and to the facilities available (drinking water,
well, electric generator, sewerage, etc.). Thus, it is possible to analyze with detailed
figures the nature of the housing crisis.
Although the census is now eight years old, we do not believe that the situation
emerging from a detailed analysis of the data made available has significantly
improved. But it would advisable for ESFD and the Ministry of Social Affairs to ask
the Central Administration for Statistics to update the census as soon as possible so
that an analysis could be made of the positive and/or negative changes that have
occurred since 1996. It would then be possible to refine strategic goals and define
more precisely targets to be reached in order to support and modernize small business
units and deal with the deficiencies of the housing market that so badly affect the
limited income strata of the population.
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1.1. The Decline of the Rural Economy and Impoverishment of Rural Families and
the Continuous Degradation of Rural Life
Most people have forgotten that Mount Lebanon was a rural-based economy. The
creation of Greater Lebanon and the merger of the urban coastal economy with the
rural economy created many problems. Since 1920 the focus of attention of Lebanese
economic decision-makers was the promotion of the trade and services activities
already concentrated in the main coastal areas.
With the exception of the period between 1958 and 1964, when the economic reforms
promoted by General Chehab took into consideration the needs of the rural and
peripheral areas of Lebanon, the protection and encouragement of rural life has not
figured in the economic and social policies followed by successive governments.
Although the development of the tourism sector should have included the protection
and well-being of rural areas, as is the case in Switzerland and the other main tourist
countries of Europe, in Lebanon tourism development was restricted to the capital,
Beirut, and a few nearby areas in Mount Lebanon.
The result was a continuous degradation of rural income, and the huge internal
migration from rural areas to the main coastal towns, and in particular the suburbs of
Beirut. Poverty mapping has clearly shown that the most deprived regions in terms of
social well-being are those peripheral rural areas, despite their tourism potential and
their potential for the development of agrobusinesses and organic agriculture.
It is clear from Table 21 that even in the most fertile rural areas such as the Bekaa and
the North small trade and services businesses have become the largest activities (from
59% to 66% of the number of economic units), while agricultural activities in term of
number of economic units represents only 25% in the Bekaa (the highest percentage),
17.5% in the North and 10.3% and 9.3% respectively for the Mohafazat of Nabatieh
and the South.
Given the small population in the rural areas, there is no doubt that such a large
number of economic units operating in the trade and services sector is too high and
that income generated by these activities must be very modest.
With the exception of the Bekaa, where “agriculture” constitutes 24.3% of the number
of economic units, and the North, where it constitutes 17.5%, we can see that
agricultural activities are marginal in Nabatieh, South Lebanon and Mount Lebanon.
With the exception of the Bekaa, “trade” activities represent more than 40% of the
total number of economic units in each Mohafaza. Services activities fluctuate
between a low of 18.2% in the North and a high of 25% in Beirut, where it could be
expected that there would be a greater proportion of economic units active in the
services sector.
It is interesting to note that the percentage of economic units active in the social sector
is quite substantial, ranging from a low of 4.7% in the North to a high of 9% in Beirut.
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Table 21: The Predominance of the Trade and Service Sector in Lebanon in terms of
Number of Economic Units
South

Bekaa

Mount
Lebanon

Beirut

Total
Lebanon

Trade
41.3%
44.1%
44.4%
Services
18.2%
22.3%
21.9%
Industry
11.6%
11.8%
11.6%
Agriculture
17.5%
10.3%
9.3%
Tourism & Culture
6.2%
5.9%
6.7%
Social
4.7%
5.1%
5.4%
Finance
0.6%
0.5%
0.6%
Others
0.1%
0.0%
0.0%
Source: Central Administration of Statistics 1998

37.0%
19.0%
9.9%
24.3%
4.8%
4.1%
0.7%
0.1%

42.8%
24.2%
13.5%
3.5%
8.4%
6.3%
1.0%
0.3%

45.0%
25.0%
8.0%
2.0%
8.0%
9.0%
2.0%
0.0%

42.2%
21.9%
11.7%
10.2%
7.1%
5.8%
0.9%
0.2%

Sector of Activity

North

Nabatieh

1.2. The Predominance of the Small Business Sector in Economic Activities
An analysis of the small business sector (whether formal or informal) is extremely
important in determining a central strategic goal which is the upgrading and
modernization of this sector which generates only limited income for the owners of
and workers in small business units.
1.2.1. The Size and Legal Status of Economic Units in Lebanon
From Table 22 below it can be seen that the size of the economic units in terms of
number of employees is very small in Lebanon. On average, 88.1% of economic units
have fewer than 5 employees, while the average for the North, the Bekaa, the South
and Nabatieh is over 90%.
Table 22: Size of Economic Units by Number of Employees in each Mohafaza
Number of Employees

Beirut

% to
Total

Bekaa

% to Mount % to
% to
Total Lebanon Total Nabatieh Total

North

% to
Total

South

% to
Total

Grand % to
Total Total

Less than 5 Employees 20,977 81.8% 24,986 93.2% 62,814 85.8% 9,475 92.1% 40,359 91.1% 17,175 89.4% 175,786 88.1%
5-9 Employees

2,078

8.1%

895

3.3%

4,576

6.3%

431

4.2%

1,691

3.8%

1,016

10-19 Employees

921

3.6%

289

1.1%

1,673

2.3%

56

0.5%

473

1.1%

129

0.7%

3,541

1.8%

20-49 Employees

450

1.8%

164

0.6%

867

1.2%

15

0.1%

225

0.5%

34

0.2%

1,755

0.9%

50-99 Employees

149

0.6%

33

0.1%

228

0.3%

0

0.0%

58

0.1%

17

0.1%

485

0.2%

100 Employees or More

122

0.5%

30

0.1%

181

0.2%

0

0.0%

37

0.1%

7

0.0%

377

0.2%

Undetermined

961

3.7%

409

1.5%

2,853

3.9%

313

3.0%

1,451

3.3%

832

4.3%

6,819

3.4%

Total

5.3% 10,687 5.4%

25,658 100% 26,806 100% 73,192 100% 10,290 100% 44,294 100% 19,210 100% 199,450 100%

Source: Central Administration of Statistics 1998

When it comes to the poorest Qada in Lebanon, it is possible to see that the
percentage of economic units with fewer than 5 employees is higher than the average
of the Mohafaza to which they belong.
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Table 23: Size of Economic Units by Number of Employees in the Poorest Qadas

Qada

Less than
100
5-9
10-19
20-49
50-99
UnGrand
5
Employees
Employees Employees Employees Employees
determined Total
Employees
or More

Baalbeck
94.7%
2.6%
0.9%
Zahle
90.6%
4.8%
1.6%
West Bekaa 94.4%
2.1%
0.6%
Hermel
97.0%
1.3%
0.4%
Rachaiya
94.3%
3.0%
0.5%
Nabatieh
91.7%
3.6%
1.2%
Bent-Jbeil
91.2%
3.5%
0.9%
Marjeioun
92.7%
3.2%
0.7%
Hasbaya
96.1%
0.8%
0.4%
Akkar
95.1%
2.0%
0.6%
Minie
94.0%
2.3%
1.0%
Danniye
Koura
84.9%
5.5%
1.7%
Batroun
89.9%
5.2%
1.3%
Bcharre
91.1%
4.1%
1.3%
Tyre
91.3%
3.2%
0.7%
Jezzine
91.5%
4.3%
0.4%
Total
92.8%
3.2%
0.9%
Source: Central Administration of Statistics 1998

0.4%
1.0%
0.4%
0.1%
0.4%
0.3%
0.5%
0.5%
0.3%
0.3%

0.1%
0.2%
0.1%
0.0%
0.1%
0.2%
0.0%
0.1%
0.2%
0.1%

0.0%
0.2%
0.1%
0.1%
0.1%
0.1%
0.1%
0.2%
0.0%
0.0%

1.3%
1.7%
2.2%
1.1%
1.7%
3.0%
3.8%
2.7%
2.2%
1.8%

100%
100%
100%
100%
100%
100%
100%
100%
100%
100%

0.6%

0.0%

0.0%

2.0%

100%

0.7%
0.7%
0.5%
0.4%
0.7%
0.5%

0.3%
0.3%
0.2%
0.1%
0.2%
0.1%

0.2%
0.2%
0.0%
0.1%
0.1%
0.1%

6.5%
2.4%
2.8%
4.3%
2.9%
2.4%

100%
100%
100%
100%
100%
100%

The figure varies from a low of 84.9% for Batroun to a high of 96.1% in Hasbaya.
The distribution of economic units by surface gives the same picture as shown in
Table 24.
Table 24: Size of Economic Units by Surface inside each Mohafaza
Surface

Beirut

Bekaa

Mount
Nabatieh
Lebanon

Less than 25 m2 35.6%
29.3%
31.3%
25-49 m2
20.2%
29.2%
26.6%
50-99 m2
15.4%
16.1%
16.4%
100-199 m2
12.3%
11.2%
10.4%
200-499 m2
7.6%
7.9%
5.7%
500 m2 or more
4.6%
4.6%
5.0%
Undetermined
4.3%
1.7%
4.5%
Total
100%
100%
100%
Source: Central Administration of Statistics 1998

33.0%
33.1%
16.6%
7.6%
3.9%
2.2%
3.7%
100%

North

South

Total

42.3%
26.1%
12.4%
7.4%
3.8%
2.5%
5.5%
100%

35.0%
28.3%
16.7%
7.0%
3.5%
3.1%
6.4%
100%

34.5%
26.5%
15.4%
9.6%
5.5%
4.0%
4.4%
100%

It appears clearly from the Table above that 61% of all economic units in Lebanon are
of a size not exceeding 50 sq. m., and that 34.5% of them are under 25 sq.m. When
we add units with a surface area between 50 and 99 sq.m., then the percentage of
economic units under 100 sq.m. reaches 76.5% of total economic units in Lebanon.
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It is also interesting to note from the Table below that a large percentage of units
under 25 sq.m. in surface area is concentrated in North Lebanon (27.4%), while
almost half the units with more than 500 sq.m. are concentrated in Mount Lebanon
(45.9%), and also 56.5% of units between 200 and 499 sq.m.
Table 25: Distribution of Size of Economic Units by Surface and by Mohafaza

Surface

Beirut

% of
% to
% to Mount % to
% to
% to
% to
% to
each
Bekaa
Nabatieh
North
South
Total
Total
Total Lebanon Total
Total
Total
Total
Total
Ssize

Less than 25 m2 8,771 12.8% 7,860 11.5% 22,924 33.5% 3,392 5.0%18,74227.4% 6,718 9.8% 68,407 100% 34%

4,982 9.5% 7,816 14.8% 19,457
3,807 12.5% 4,329 14.2% 12,016
50-99 m2
3,034 15.9% 2,995 15.7% 7,631
100-199 m2
1,875 17.1% 2,119 19.4% 4,205
200-499 m2
500 m2 or more 1,141 14.3% 1,242 15.5% 3,675
Undetermined 1,050 11.9% 445 5.1% 3,284
24,66012.4% 26,80613.5% 73,192
Total
Source: Central Administration of Statistics 1998
25-49 m2

36.9% 3,400 6.5%11,57522.0% 5,428 10.3% 52,658 100% 27%
39.4% 1,702 5.6% 5,473 17.9% 3,208 10.5% 30,535 100% 15%
40.0% 776 4.1% 3,296 17.3% 1,352 7.1% 19,084 100% 10%
38.4% 405 3.7% 1,665 15.2% 678 6.2% 10,947 100% 6%
45.9% 222 2.8% 1,125 14.1% 595 7.4% 8,000 100% 4%
37.3% 377 4.3% 2,418 27.5% 1,231 14.0% 8,805 100% 4%
36.9% 10,274 5.2%44,29422.3%19,210 9.7% 198,436100%100%

Table 26 also shows clearly that Beirut and Mount Lebanon concentrate 49.3% of all
economic units. The previous Table showed that the percentage of economic units
with less than 25 sq.m. is quite high (46.3%).
Table 26: Distribution of Size of Economic Units by Surface in the Poorest Qadas

Qada

Less
100-199 200-499 500 m2
UnGrand
than 25 25-49 m2 50-99 m2
m2
m2
or more determined Total
m2

Baalbeck
33.4%
25%
12.9%
Hermel
60.2%
24%
8.1%
Rachaiya
28.9%
32%
20.8%
West
27.8%
34%
18.3%
Zahle
21.0%
34%
19.8%
Nabatieh
29.8%
36%
16.8%
Bent-Jbeil
30.3%
31%
17.6%
Hasbaya
47.4%
31%
11.3%
Marjeioun
38.0%
29%
17.6%
Akkar
47.4%
29%
10.1%
Batroun
35.2%
20%
16.0%
Bcharre
51.7%
19%
9.1%
Koura
32.1%
25%
12.9%
Minie Danniye 42.4%
30%
13.3%
Zgharta
26.2%
29%
17.2%
Jezzine
21.0%
38%
24.9%
Tyre
34.4%
31%
15.6%
Total
34.8%
29%
14.9%
Source: Central Administration of Statistics 1998

11.8%
2.4%
10.2%
10.2%
12.1%
7.1%
10.2%
4.2%
7.4%
5.6%
13.4%
8.8%
10.2%
7.3%
9.2%
8.7%
7.0%
8.9%

11.3%
2.7%
3.8%
4.7%
6.2%
4.3%
4.6%
2.1%
3.1%
3.4%
5.4%
4.0%
4.6%
2.2%
5.4%
1.9%
2.9%
5.2%

4.6%
1.8%
2.8%
3.0%
5.7%
2.5%
2.5%
0.7%
1.7%
2.0%
4.7%
3.6%
6.3%
1.3%
4.9%
2.2%
2.2%
3.3%

1.5%
0.9%
1.8%
2.3%
1.8%
3.7%
4.2%
3.6%
2.9%
2.2%
5.7%
4.2%
9.4%
3.4%
8.0%
3.2%
7.3%
3.5%

100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
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Table 27 shows that 73.9% of economic units with more than 50 employees are
concentrated in Beirut and Mount Lebanon and that this same region has 86% of all
corporations (SA) and limited liability companies (SARL) in Lebanon.
Table 27: Distribution of the Size and Legal Status of Economic Units by Mohafaza

Mohafaza

More
% of
Total
% to
than 50
each
Number
Total
Employe Region to
of Units
Units
es
Total

Nabatieh
10,274
26
2.8%
South Lebanon
19,210
60
6.4%
Total Nabatieh &
29,484
86
9.2%
South
Békaa
26,806
63
6.7%
Beirut
24,660
271
29.0%
Mount Lebanon
73,192
421
45.0%
Total Mount Lebanon
97,852
692
73.9%
& Beirut
North
44,294
95
10.1%
Total
198,436
936
100%
Source: Central Administration of Statistics 1998

% of
% to
SA or
each
Total
SARL Region to
Units
Total

% of
Owners
% to
each
Owning
Total
Region to
Premises
Units
Total

0.3%
0.3%

56
265

0.8%
3.8%

0.5%
1.4%

5,772
9,376

6.0%
9.7%

56.2%
48.8%

0.3%

321

4.6%

1.1%

15,148

15.7%

51.4%

0.2%
1.1%
0.6%

241
2,558
3,384

3.5%
36.7%
48.6%

0.9%
10.4%
4.6%

15,006
7,067
33,974

15.6%
7.3%
35.2%

56.0%
28.7%
46.4%

0.7%

5,972

85.7%

6.1%

41,041

42.5%

41.9%

0.2%
0.5%

434
6,968

6.2%
100%

1.0%
3.5%

25,284
96,479

26.2%
100%

57.1%
48.6%

It is also interesting to note that only 48.6% of the total premises of economic units
are owned by those who operate them in Lebanon and that this percentage is much
lower in Beirut (28.7%) and in Mount Lebanon (46.4%). It is difficult to interpret this
information unless we consider that this lower percentage is an indicator of a more
modern environment. In fact, as can be seen from the Table, the percentage of
ownership of premises is much higher in rural areas like Nabatieh, the Bekaa and the
North.
Table 27 also provides an indication of the predominance of the small business sector
in the Lebanese economy, as only 3.5% of all economic units have the legal status of
corporations (SA) or limited liability companies (SARL). In the rural areas this
percentage is much lower, ranging between a low of 0.5% for Nabatieh and a high of
1.4% in South Lebanon.
1.2.2. The Type of Management of Economic Units
Table 28 Table indicates the various types of economic investment in business units.
As already mentioned, ownership represents quite a large percentage of total
economic units (48.6%). Renting premises is the second largest category, with 38.5%
for the whole of Lebanon. However, it is interesting to note that the percentage of
renting is much higher in Beirut (56.7%) and Mount Lebanon (40.3%) than the
average for the whole of Lebanon.
The “gérence” or isthismar is another type of exploitation, although it is not very
much used (6.4% of all economic units only).

--------------------------------------------------------------------------------------------------------------------------ESFD-Formulation of a Strategy for Social Development in Lebanon
91
Contract #: LBN/B7-4100/IB/99/0225/S06/0803

Lebanon’s Strategy for Social Development
Information International SAL

Volume I

----------------------------------------------------------------------------------------------------------------------------------------------------------

Table 28: Distribution of the Type of Management of Economic Units by Mohafaza
Type

Beirut

% to
% to Mount % to
% to
% to
% to
% to
Bekaa
Nabatieh
North
South
Total
Total
Total Lebanon Total
Total
Total
Total
Total

Gérence
1,707 6.9% 1,374 5.1% 5,018 6.9% 809 7.9% 2,222 5.0% 1,613 8.4% 12,743 6.4%
Occupied
410 1.7% 180 0.7% 1,054 1.4%
51
0.5% 636 1.4% 124 0.6% 2,455 1.2%
Other
373 1.5% 269 1.0% 678 0.9% 146 1.4% 1,302 2.9% 378 2.0% 3,146 1.6%
Ownership
7,067 28.7%15,006 56.0% 33,974 46.4% 5,772 56.2%25,28457.1% 9,376 48.8% 96,479 48.6%
Rent
13,977 56.7% 9,529 35.5% 29,530 40.3% 3,178 30.9%13,29430.0% 6,872 35.8% 76,380 38.5%
Undetermined 1,126 4.6% 448 1.7% 2,938 4.0% 318 3.1% 1,556 3.5% 847 4.4% 7,233 3.6%
Total
24,660 100%26,806 100% 73,192 100% 10,274 100%44,294100%19,210 100% 198,436100%
Source: Central Administration of Statistics 1998

1.2.3. Sector of Activities
The census of economic units in Lebanon has been organized in 36 branches of
activities. In Table 29 we have regrouped these branches into 7 main sectors.
Table 29: Distribution of Economic Units by Sectors and Branches in each Mohafaza
Sector

Activity

Agriculture and Mining
Food and Tobacco
Agriculture
Industries
Fishing
Total
Financial Intermediation
Finance

Total

Financial Intermediation
Auxiliaries
Insurance

30

Mount
Nabatieh North
Lebanon
5,825
653
715
5,836

532
0
562
293

689
0
6,514
55

1,860
0
2,513
307

346
0
1,061
11

132
57
482
468

70
52
177
419

215
169
691
2,341

787

Beirut

Furniture Manufacturing
Metalic Products
Industries
286
Textile and Leather
Industries
815
Non-Metalic Products
105
Industry Industries
Wood and Paper
Industries
134
Machines and
Equipment
Manufacturing
160
Water, Electricity, and
Gas
74
Total
2,042
Others
Undetermined
71
Total
71

1,170

Grand
Total
14,229

1,116
792
7,744
83

619
0
1,789
60

5,162
792
20,183
809

25
11
47
199

122
45
250
1,830

31
25
116
536

595
359
1,763
5,793

2,514

370

1,044

672

5,673

308

2,786

198

1,028

334

5,469

497

1,218

216

509

298

2,843

283

283

137

439

198

1,474

79

370

36

165

109

919

292
2,665
22
22

278
9,790
219
219

55
1,211
3
3

107
5,122
24
24

81
2,228
9
9

887
23,058
348
348

Bekaa

South
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Table 29 (Cont’d): Distribution of Economic Units by Sectors and Branches in each
Mohafaza
South

Grand
Total

5,069
1,191

2,512
683

23,211
6,797

215
56

792
297

421
191

6,507
2,027

535
514

30
20

270
123

94
45

1,737
964

108

324

104

139

152

929

59

40

204

24

84

36

447

120
57
22
6,154
1,742
302
88

12
9
4
5,101
761
250
74

148
74
45
17,513
3,484
822
226

3
2
39
2,287
390
88
36

52
30
9
8,056
1,513
408
105

13
19
46
4,212
742
212
55

348
191
165
43,323
8,632
2,082
584

45
2,177
1,199

14
1,099
993

61
4,593
4,505

13
527
485

73
2,099
2,139

27
1,036
1,043

233
11,531
10,364

351
266
Editing and Publishing
431
41
Total
1,981
1,300
Retail Trade
9,995
9,323
Trade
Wholesale Trade
1,196
605
Total
11,191 9,928
Grand Total
24,660 26,806
Source: Central Administration of Statistics 1998

1,070
534
6,109
28,615
2,359
30,974
72,402

104
15
604
4,306
228
4,534
10,274

487
100
2,726
16,188
2,085
18,273
44,294

215
2,493
38
1,159
1,296 14,016
8,019 76,446
505
6,978
8,524 83,424
19,210 197,646

Sector

Services

Activity
Selling and
Maintenance of
Vehicles
Personnel Services
Other Commercial
Services
Construction
Transportation
Auxiliary Services
Real Estate Services
Post and
Telecommunication
Machines and
Equipment leasing
Information Systems
Services and R&D
Transportation
NGOs

Total

Social

Health and Social Work
Education
Social Activities
Public Administration
and Social Security
Services

Total
Hotels and Restaurants
Tourism and Entertainment, Cultural,
Culture and Sports Activities

Mount
Nabatieh North
Lebanon

Beirut

Bekaa

1,619
982

3,531
649

8,991
2,987

1,489
305

1,787
510

475
99

2,817
874

684
212

124
50

102

It appears clearly from the data that there is an overcrowding of economic units in
certain branches.
-

The retail trade sector, which represents 91.6% of economic units active in the
trade sector and 38.7% of all units in all sectors
The selling and maintenance of vehicles, which represents 53.6% of economic
units active in the services sector and 11.7% of all units in all sector
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There is also a concentration of economic units in a few branches of the
industrial sector: 25% of units are active in furniture manufacturing and 24.6%
in metal products and 23% in textiles and leather.

As already noted, more than 60% of all activities of economic units in Lebanon are in
the trade and services sector. In Table 30, we can see that the size of these units by
surface is very small, Nabatieh and the South having the highest percentage of units
under 50 sq.m. in both sectors.
Table 30: Percentage of Economic Units with a Surface of Less than 50 sq.m. in the
Main Sectors of Activity and in each Mohafaza
Mt.
Nabatieh
Lebanon
Trade
68.7%
74.8%
70.7%
91.5%
Services
44.5%
64.7%
57.3%
82.9%
Tourism &Culture
47.9%
60.0%
52.7%
85.5%
Industry
55.7%
48.1%
41.6%
70.1%
Agriculture
53.2%
36.4%
37.6%
69.0%
Social
39.0%
39.3%
37.0%
60.7%
Finance
17.6%
49.8%
27.5%
78.8%
Others
2.8%
22.7%
5.0%
100.0%
Source: Central Administration of Statistics 1998
Sector

Beirut

Bekaa

North

South

Total

79.8%
72.0%
65.1%
59.5%
54.3%
37.9%
37.2%
25.0%

89.2%
82.4%
81.8%
69.6%
60.2%
52.4%
47.5%
11.1%

75.9%
62.9%
59.3%
51.4%
47.7%
40.2%
31.1%
8.0%

1.2.4. Reconstitution of the traditional polarization of economic activities in Beirut
and Mount Lebanon since the end of the war
Table 31 also indicates the degree of concentration of economic units by region.
Central Lebanon with Beirut has 49% of the total number of economic units in the
country.
Table 31: Number of Economic Units by Region
Mohafaza
Beirut
Mount Lebanon
Total Central Lebanon
Nabatieh
South Lebanon
Total South Lebanon
North Lebanon
Bekaa
Total

# of Units
24,660
72,402
97,062
10,274
19,210
29,484
44,294
26,806
197,646

%
12%
37%
49%
5%
10%
15%
22%
14%
100%

Source: Central Administration of Statistics 1998

As seen in Table 32, large urban centers or densely urbanized Qada like the Metn and
Baabda include more than 75% of all economic units. Three urban regions (Beirut,
Metn and Baabda) include almost half (37%) of all economic units in urban centers.
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This polarization of economic activities in three contiguous areas is one of the most
negative characteristics of the Lebanese economic structure. It is the dramatic decline
of rural life associated with this concentration of activities in a few urbanized areas,
together with an inflated small business sector in the retail trade area that is at the
source of social problems in Lebanon, including unemployment, underemployment
and migration of skills and brain drain.
Table 32: Number of Economic Units by Urban Centers or Regions
Mohafaza
Metn
Beirut
Baabda
Tripoli
Baalbeck
Saida
Zahlé
Sour
Aley
Nabatieh
Bint Jbeil
Zgorta
Batroun
Total large urban centres
Total number of units

# of Units
25,472
24,660
22,723
17,243
11,360
10,589
10,262
7,610
6,817
5,371
2,198
3,032
2,454
149,791
197,646

%
12.9%
12.5%
11.5%
8.7%
5.7%
5.4%
5.2%
3.9%
3.4%
2.7%
1.1%
1.5%
1.2%
75.8%
100%

Source: Central Administration of Statistics 1998

1.3. The Housing Crisis
Lebanon suffers from various imbalances in the real estate market, which is affecting
badly the poorer strata of the population
There is an oversupply of housing units for sale (and not for rent) for well-to-do
families, which translates into a large stock of unoccupied apartments. At the same
time, there is an acute shortage of housing units for the lower middle-class and poor
strata of the population, which creates very difficult living conditions for this
category.
In addition, as is shown in Table 33, many residential buildings lack basic facilities.
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Table 33: Number of Residential Buildings without Facilities by Mohafaza

Mohafaza

Without
Without
% to Without % to
% to Without % to
% to
Without % to
Total
Electrical
Drinking
Total
Total
Total Sewage Total Buildings Total
Elevator Total
Well
Generator
Water

Mount Lebanon 135,680 90.4% 131,199 87.4% 135,281
North
94,847 96.8% 89,284 91.2% 86,934
Bekaa
85,664 98.5% 78,298 90.0% 76,121
South
62,178 97.5% 58,189 91.2% 57,429
Nabatieh
51,428 98.9% 49,098 94.4% 51,242
Beirut
11,531 66.0% 14,710 84.2% 14,355
Total
441,328 94.2% 420,778 89.9% 421,362
Source: Central Administration of Statistics 1998

90.1%
88.8%
87.5%
90.0%
98.5%
82.2%
90.0%

17,971
32,628
27,053
10,110
4,796
885
93,443

12.0%
33.3%
31.1%
15.8%
9.2%
5.1%
20.0%

80,683
61,488
60,595
46,693
41,875
797
292,131

53.7%
62.8%
69.7%
73.2%
80.5%
4.6%
62.4%

150,121
97,940
86,956
63,803
52,010
17,468
468,298

32.1%
20.9%
18.6%
13.6%
11.1%
3.7%
100%

The biggest problem is the lack of sewerage facilities to evacuate used waters from
buildings. Some 80.5% of residential buildings in Nabatieh are in this state and the
figure is 73.2% for the South, while in Mount Lebanon the percentage is still quite
high (53.7%). It is only in Beirut that 95% of buildings have sewerage facilities.
One also sees that 20% of all buildings in Lebanon lack drinking water, but in the
North the average percentage is 33.3% and in the Bekaa 31.1%.
The lack of essential facilities is dramatic in the poorest Qadas as shown in Table 34.
Table 34: Number of Residential Buildings without Facilities in the Poorest Qadas

Qada

Without
Without
% to Without % to
% to Without % to
Without % to
Total % to
Electrical
Drinking
Total
Total
Total Sewage Total Buildings Total
Elevator Total
Well
Generator
Water

Hermel
6,145 99.0% 5,957 95.9%
Rachaiya
6,280 99.2% 6,074 96.0%
West Bekaa 12,015 99.1% 11,179 92.2%
Zahle
22,354 97.4% 20,064 87.4%
Baalbeck
38,870 98.8% 35,024 89.0%
Hasbaya
5,603 99.1% 5,597 99.0%
Marjeioun
11,233 99.7% 11,184 99.2%
Bent-Jbeil
14,039 99.3% 13,490 95.5%
Nabatieh
20,553 98.1% 18,827 89.8%
Bcharre
4,638 98.2% 4,422 93.6%
Koura
9,356 97.4% 8,272 86.1%
Batroun
9,755 98.1% 8,147 82.0%
Minie
15,937 98.7% 15,241 94.4%
Danniye
Akkar
36,726 98.6% 34,947 93.8%
Jezzine
6,526 99.7% 6,308 96.4%
Tyre
29,658 98.4% 27,855 92.4%
Total
249,688 98.6% 232,588 91.8%
Source: Central Administration of Statistics 1998

5,400
6,242
11,457
20,692
32,330
5,621
11,235
14,045
20,341
4,601
8,133
9,138

87.0% 3,659 58.9%
98.6% 1,102 17.4%
94.5%
820
6.8%
90.2% 4,317 18.8%
82.2% 17,155 43.6%
99.5%
268
4.7%
99.7% 1,316 11.7%
99.4% 1,922 13.6%
97.1% 1,290 6.2%
97.4%
822
17.4%
84.7% 1,994 20.8%
91.9% 2,546 25.6%

5,918
5,396
6,153
9,170
33,958
2,113
10,246
11,844
17,672
2,327
7,251
9,481

95.3%
85.2%
50.8%
40.0%
86.3%
37.4%
90.9%
83.8%
84.3%
49.3%
75.5%
95.4%

10,612

65.7% 16,142 100%

88.2% 18,646 50.0% 27,173
99.5%
619
9.5%
4,600
89.9% 5,755 19.1% 26,525
90.7% 68,106 26.9% 190,439

72.9% 37,266 100%
70.3% 6,544 100%
88.0% 30,147 100%
75.2% 253,331 100%

14,187 87.9%
32,860
6,510
27,101
229,893

5,875

36.4%
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Table 34 shows clearly the acuteness of the housing crisis in these regions and that
active intervention is needed by all institutions concerned.
Analyzing the data gathered in the Table 35 provides another aspect of the housing
crisis related to the oversupply of buildings in the country.
Table 35: Distribution of Non Residential Units according to their Situation
Mohafaza

Public
Closed
Un% to
% to
% to
% to
% to
% to
% to
Economic % to
AdminEstabdeterTotal
Total Annex Total
Total Vacant Total Other Total
Total
Total
Activities Total
istration
lishment
mined

Mount Lebanon 73,192 49.7% 1,173 0.8% 5,662 3.8%
North
44,294 57.0% 889 1.1% 4,180 5.4%
Bekaa
26,806 46.7% 642 1.1% 1,424 2.5%
Beirut
24,660 57.1% 441 1.0% 3,286 7.6%
South
19,210 46.7% 360 0.9% 1,677 4.1%
Nabatieh
10,274 43.3% 281 1.2% 807 3.4%
Total
198,436 50.8% 3,786 1.0% 17,0364.4%
Source: Central Administration of Statistics 1998

7,335
2,608
2,103
5,005
1,668
1,298
20,017

5.0% 38,813 26.3% 21,101 14.3%
3.4% 18,220 23.4% 7,058 9.1%
3.7% 16,135 28.1% 10,221 17.8%
11.6% 6,797 15.7% 2,903 6.7%
4.1% 15,007 36.5% 3,199 7.8%
5.5% 8,306 35.0% 2,768 11.7%
5.1% 103,27826.4%47,25012.1%

47
485
15
121
9
4
681

0.0% 147,323 100%
0.6% 77,734 100%
0.0% 57,346 100%
0.3% 43,213 100%
0.0% 41,130 100%
0.0% 23,738 100%
0.2% 390,484100%

Table 35 shows clearly the oversupply of constructed units that are not for housing
which are vacant (26.4% of all non-residential buildings), in addition to closed units
(5.1%) and other units not devoted to economic activities (12.1%). In fact, only 50%
of constructed units not for residential purpose are effectively used for economic
activity.
We find the same type of situation when we take into account the situation of
residential buildings (Table 36).
Table 36: Distribution of Residential Units according to their Situation
Mohafaza

Principal

% Units to
% Units to
% Units to
% Units
UnSecondary
Vacant
Total
Total
Total determined to Total

Mount
328,861 70.9%
27,656 6.0%
Lebanon
North
139,954 78.1%
10,067 5.6%
Bekaa
89,722 74.0%
7,916 6.5%
Beirut
99,270 85.4%
2,390 2.1%
South
83,544 75.0%
6,743 6.1%
Nabatieh
50,607 69.2%
8,195 11.2%
Total
791,958 74.4%
62,967 5.9%
Source: Central Administration of Statistics 1998

96,697

20.9%

10,369 2.2%

22,920
17,597
13,868
19,323
12,393
182,798

12.8%
14.5%
11.9%
17.4%
17.0%
17.2%

6,337
6,070
710
1,732
1,890
27,108

3.5%
5.0%
0.6%
1.6%
2.6%
2.5%

Total

% Units
to Total

463,583

100%

179,278
121,305
116,238
111,342
73,085
1,064,831

100%
100%
100%
100%
100%
100%

As can be seen from Table 36, 182,798 housing units are vacant representing 17.2%
of the total number of residential units in Lebanon. We have to add to this figure the
number of vacant (103,278) and closed (20,017) non-residential units as per Table 35
and occupied (2,455 units). We thus have more than 300,000 constructed units being
unused and constituting a frozen and unproductive investment.
Table 37 shows the detail of this situation of oversupply of unused construction units
in the housing sector as well as the business sector.
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Table 37: Unused Construction Units according to their Situation in each Mohafaza
of
Number Number of
of
Vacant
% to
% to which % to
of
constructed which
Vacant
Business
Mohafaza
Total
Total non- Total
buildings units
housing
Unit
housing

Closed
% Business
Unit

Total
Occupied
of
%
%
Business
Unused
Unit
Units

%

Mount
Lebanon

168,475

611,346 463,583 75.8% 96,697 20.9%147,32324.1% 38,813 26.3% 7,335 5.0%

North

107,268

257,514 179,278 69.6% 22,920 12.8% 77,734 30.2% 18,220 23.4% 2,608 3.4%

636

0.8% 44,384 17.2%

Bekaa

97,727

178,879 121,305 67.8% 17,597 14.5% 57,346 32.1% 16,135 28.1% 2,103 3.7%

180

0.3% 36,015 20.1%

Beirut

17,468

159,438 116,238 72.9% 13,868 11.9% 43,213 27.1% 6,797 15.7% 5,005 11.6%

410

0.9% 26,080 16.4%

South

69,873

152,367 111,342 73.1% 19,323 17.4% 41,130 27.0% 15,007 36.5% 1,668 4.1%

124

0.3% 36,122 23.7%

Nabatieh

56,705

96,835 73,085 75.5% 12,393 17.0% 23,738 24.5% 8,306 35.0% 1,298 5.5%

51

0.2% 22,048 22.8%

Total

517,516 1,456,379 1,064,83173.1%182,79817.2%390,48426.8% 103,278 26.4% 20,017 5.1%

1,054 0.7%143,89923.5%

2,455 0.6%308,54821.2%

Source: Central Administration of Statistics 1998

This situation is due to a general over-investment in the real estate sector during and
after the war. However, this negative phenomenon could be turned into a positive one
if the development policies of the country begin to aim at stimulating production and
productivity in all sectors and branches of economic activity.
Table 38 shows how much the average number of persons living in one housing unit
could improve in the event of vacant and undetermined units being put into use. In
this case, the average, which now stands at 4.97 persons per unit for 791,958 units
being used, would decline to 3.93 persons per unit for 1,001,864 units potentially
available for use.
Table 38: Actual and Potential Average Number of Persons per Used and Available
Housing Units

Mohafaza

Total
Population

%

Principal
Non
Vacant
Housing
units

%

Vacant and
Undetermined
Housing
units

%

Total
Housing
Units
Available
(1)

Potential
Average
Number of
Persons
per Unit

Actual
Average
Number of
Persons
Living per
Housing Unit

Beirut
342,750 8.7%
99,270 12.5%
14,578 6.9% 113,848
3.01
Beirut
1,075,397 27.3% 203,726 25.7%
49,643 23.7% 253,369
4.24
Suburbs
Mount
636,341 16.2% 125,135 15.8%
57,423 27.4% 182,558
3.49
Lebanon
780,824 19.9% 139,954 17.7%
29,257 13.9% 169,211
4.61
North
380,764
9.7%
83,544
10.5%
21,055
10.0%
104,599
3.64
South
246,713 6.3%
50,607 6.4%
14,283 6.8%
64,890
3.80
Nabatieh
470,476
12.0%
89,722
11.3%
23,667
11.3%
113,389
4.15
Bekaa
3,933,265 100% 791,958 100%
209,906 100% 1,001,864
3.93
Total
(1) Except secondary residences
Source: For population, Choghig Kasparian. L'entrée des jeunes Libanais dans la vie active et
l'émigration… For buildings and Economic Units,. Central Administration for Statistics, Survey
of buildings and economic units in the Lebanese Mohafazat…
Source: Central Administration of Statistics 1998
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The same averages could be calculated concerning the number of economic units. On
the basis of active economic units, the average number of family units per economic
unit is 0.14, while if other vacant, closed and undetermined economic units are added,
the average number of family units per available economic unit rises to 0.23.
Table 39: Difference between the Percentage of Working Population and between
Actual and Potential Average Number of Family Units per Active and
Available Economic Units

Total
Mohafaza
Population

Beirut
Beirut
Suburbs
Mount
Lebanon

Difference Vacant,
in %
Closed,
between and unWorking determin
Population
ed
and Total Economic
Population Units

%

Active
Non
Vacant
Economic
units

11,923

9.6%

24,660

12.4% 87,250

0.28

0.14

0.7%

26,792

21.6%

46,964

23.7% 239,497

0.20

0.11

%

Working
Population

%

8.7%

121,400

9.9%

1.1%

1,075,397 27.3%

344,989

28.0%

342,750

%

Potential Actual
Average Average
Family
Economic Economic
Units
Units per Units per
Family
Family

636,341

16.2%

220,913

17.9%

1.8%

19,403

15.7%

26,228

13.2% 149,738

0.18

0.13

North

780,824

19.9%

223,247

18.1%

-1.7%

21,313

17.2%

44,294

22.3% 153,112

0.29

0.14

South

380,764

9.7%

109,610

8.9%

-0.8%

16,684

13.5%

19,210

9.7%

80,110

0.24

0.21

Nabatieh

246,713

6.3%

67,523

5.5%

-0.8%

9,608

7.7%

10,274

5.2%

53,461

0.19

0.18

Bekaa

470,476

12.0%

143,074

11.6%

-0.3%

18,253

14.7%

26,806

13.5% 97,153

0.28

0.19

100%

0.0%

123,976

100%

198,436

100% 860,321

0.23

0.14

Total

3,933,265 100% 1,230,756

Source: Central Administration of Statistics 1998

1.4. Exclusive Focus of Economic Policy on Traditional Service Sector
As has been mentioned several times before, the focus of economic policy in Lebanon
has been the promotion of the traditional services sector. It was only during the time
of President Chehab that the State took institutional measures to promote industry and
agriculture. Another attempt was done at the beginning of President Frangieh’s
mandate in the famous decree of 1943 that raised customs duties on imported
industrial goods very substantially so as to protect local industries. However, the
decree was soon annulled.
Since 1992, several bilateral or multilateral free trade agreements have been signed by
Lebanon without any specific measures to help the industrial and agricultural sectors
to face renewed competition in a globalized world.
As has been seen, the modern sector of the economy in Lebanon, as defined by
economic units having more than 20 employees, represents only 1.4% of the total
number of economic units.
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1.5. Brain Drain and Migration (positive and negative impact on poverty
eradication and employment)
Traditional Lebanese economic wisdom regards emigration as a positive factor
because of the huge sums in remittances it provides to the economy. However, no
study has yet been conducted to appraise the cost and benefits of emigration, taking
into consideration the cost of educating young people in Lebanon, and mainly the cost
of higher education. In addition, one has to take into account the loss of income that
would have been generated at home if the emigrants had found employment
opportunities or had created their own productive businesses in Lebanon.
Emigrants cannot transfer all of their income generated abroad as they have to pay
their own living costs and that of their family, as well as taxes in the countries of
emigration. In fact, there is a loss both of income and of tax receipts for Lebanon.
One should also mention that when it comes to the emigration of professional and
scientific skills, Lebanon also loses a vital part of the middle classes which is needed
to generate high productivity in the economy and to contribute to facing the challenge
of ferocious international economic competition.
1.6. The Adaptation of the Economy to Globalization and Arab and International
Competition
In this respect, the Lebanese economy since the war is no better adapted to the
challenges of globalization, and in particular the intensive industrialization efforts
taking place in the Arab Gulf region, where the price of energy for domestic
producers is very low. As for countries like Egypt or Syria, they enjoy both low
energy prices and low manpower costs.
This is why Lebanese agricultural and industrial products are becoming uncompetitive
even in the traditional neighboring markets where Lebanese products used to be
highly competitive and in demand thirty years ago.
This is why the Lebanese economy needs to compensate for these disadvantages by
undertaking very intensive efforts to raise the productivity of its economy. For this
purpose, keeping skills and brains in Lebanon is a necessity.
1.7. Budgetary Constraint and its Impact on Public Funding for Developing Social
Activities
It is a well-known fact that Lebanon suffers from a very high level of deficit in its
public finances. The burden of public debt will continue for many years to prevent
any possibility of substantially raising the amount of budget appropriations devoted to
social programs. This is why new resources could only be raised either from domestic
and foreign private funding or from grants and soft loans from international, regional
and multilateral financial institutions.
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There is no doubt that Lebanon can still attract important funding for its social
development from these sources, but to be able to raise such funding it will need (i) an
institutional reform to allow for more efficient implementation of social policies, (ii) a
rationalization of the existing budget expenditures to provide for more efficient and
less costly social services and (iii) an overall social plan for the next five or ten years.
Without these three key elements, the amount of funding available for social
development will not increase, nor will the efficiency of social spending be improved.
In the present situation when public opinion is complaining about the excessive
number of taxes and the high burden of indirect taxes and excises on the poor, it
would not be advisable to create a special tax to finance more social actions. This
point will be discussed in the next part of the Report.
2. Technical Problems
2.1. Duplication of Tasks between Various Central Government Institutions
The duplication of tasks between various Government institutions will have to be
addressed by the Government. This duplication has been underlined by most of the
studies that have been undertaken in the last few years. It creates wastage and
inefficiency.
Several problems will have to be dealt with:
-

Public social care activities will have to be unified under the Ministry of
Social Affairs.
Social activities linked to rural development will also have to be unified under
the Ministry of Agriculture or the ESFD.
Community development activities will also have to be unified.
Assistance to education and to vocational training should also be regrouped.
A coherent policy for improving housing policy for the deprived social groups
will have to be developed.

We believe that a much greater degree of decentralization should be implemented for
most social activities.
2.2. Lack of Empowerment of Local Bodies
The success of a decentralization policy will rest on adequate efforts being undertaken
to empower local bodies and to build their technical, financial and managerial
capacities.
2.3. Lack of Proper Accounting of Public Social Expenditures
As previously discussed, social expenditures in Lebanon lack clarity and that getting
an exhaustive picture of public spending in this field is not an easy task. Budget
itemization by function or by nature is not coherent.
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In fact, in the absence of clear goals and targets for the various areas of social
activities, there can be no proper monitoring of the efficiency of public expenditure in
the social field.
Monitoring requires that targets and programs (with sub-targets and projects and subprojects) be adopted and specific indicators to measure progress in reaching the
targets adopted be elaborated. In the absence of these elements there is no possibility
of adequately monitoring the efficiency of public expenditure.
In part VIII, we shall describe how to arrive at defining goals, targets, programs and
projects that will have to be translated into budget appropriations. Each project or subproject will need specific indicators to measure the targets defined.
2.4. Lack of Adequate Auditing of Government Subsidies to Various Types of NGOs
The Court of Audit in Lebanon is in charge of prior approval for disbursing any
subsidy to an NGO. This prior approval has been established to allow this auditing
body to check whether the NGO receiving public funds is well equipped and able to
manage efficiently the financial support received from the State or any public entity
(including municipalities).
It remains to be seen if the Court of Audit in Lebanon has enough qualified staff to
perform this task.
2.5. Improving the Regulatory Framework for Social Activities to Increase
Governance in the Local NGOs
We believe that the NGO sector is also affected by a lack of governance and that
relations between the State and NGOs are not always transparent.
The regulatory framework for NGOs should be updated and modernized, in particular
the qualification of an institution as being for the “public good” (“association d’intérêt
general”). This is an important point that could facilitate relations between the State
and NGOs and make their financial relations more transparent.
This new framework could also include provisions concerning social activities and
define clearer criteria for the acquisition of the qualification of “public good
institution”.
3. Macroeconomic Constraints and Income Inequality
The effect of economic growth and income inequality on poverty is known in
development literature. The basic relationship between the incidence of poverty P0
and poverty line, mean income and income distribution is presented in the following
equation:
P0 = L′−1

z

µy
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where L′ =derivative of the Lorenz curve, z=poverty line and µ y = mean of the
income distribution (mean income). It is obvious from the equation that poverty
incidence in a given economy is dependent on three factors:
1. the degree of inequality represented by the Lorenz curve, L.
2. the poverty line, z.
3. the mean income, µ y .
Hence, in gauging the progress of a certain economy towards the reduction of poverty
it is important to look at the growth rate of the economy (leading to increase in µ y )
and the change in income inequality (leading to change in L). Various decomposition
schemes have been proposed in the literature but what concerns us here is this twocause effect on poverty. It allows us to understand the importance of generating
growth rates in the economy and also points to the importance of designing policies
leading to poverty alleviation.
The macroeconomic environment and policies affect these two determinants of
poverty, namely mean income and the distribution of income. The experience of
postwar macroeconomic policy in Lebanon is very interesting in this respect. It is the
experience of a country that undertook an ambitious reconstruction project that aimed
at putting the Lebanese economy into the upper-middle-income group of nations by
2007. At the same time and because of the inflationary experience in the 1980s that
was accompanied by growing public deficits, tremendous growth in the money supply
and exchange rate depreciation, Lebanon instituted an exchange-rate-based
stabilization policy starting in 1993. The stabilization succeeded in reducing inflation
to single-digit levels by 1995.
Moreover, although initially there was an attempt at deficit reduction and adjustment,
fiscal deficits continued to rise, reaching record levels and leading to the explosion of
public debt in the postwar period. The economic reconstruction program (ERP)
envisaged spending around US$18 billion on public and social infrastructure over a
period of 14 years. Moreover, it was expected that public investment would be
matched on a 3-to-1 basis by private investments in equipment and building
structures. According to the forecast of the ERP delineated in the budget proposal of
1995, GDP growth rates were expected to average an annual rate of 8% as a result of
a public-private investment boom generated by the ERP. Table 40 shows the the
decline in economic growth rates in the postwar period.
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Table 40: Economic Growth Rates in Postwar Lebanon
Year GDP (in billion LBP) Real GDP

RGDP Growth

1993

12,892

12892

-

1994

15,347

14210

10.22

1995

18,061

15120

6.40

1996

20,417

15695

3.80

1997

22,878

16330

4.04

1998

24,509

17491

7.11

1999

24,731

17647

0.89

2000

25,094

17908

1.48

Source: Compiled from various sources

The basic macroeconomic regime that led to the retardation of economic growth was
a combination of a high-deficit policy financed by T-bills and a restrictive monetary
policy. In Lebanon, postwar monetary policy had two main elements.
First, the conservative monetary policy aimed at fighting inflation and achieving
positive external balance implemented by the BDL used the nominal exchange rate as
an anchor in the post-1992 stabilization program. This restrictive monetary policy
depended on high reserve requirements and the abandonment of inflationary finance
that characterized government financing in the 1980’s. This policy was successful in
bringing down inflation that averaged in 1986-1992 at around 110% annually (BDL,
1993) to its current levels of 0%. This policy has led to the current deflationary
environment in year 2000 when inflation levels registered a negative –0.90 %. It also
encouraged the dollarization of the economy that is another potential threat to the
standard of living of wage earners in Lebanese pounds.
Second, although an undeclared part of the policy of currency stability and low
inflation, the nominal wage was kept constant since 1997, the last time the minimum
wage was adjusted. Nominal wage stability was aimed at maintaining macroeconomic
equilibrium at stable currency and prices. Government intransigence over adjusting
the nominal wage in the face of continuous demands by trade unions in recent years
has been a deliberate policy to prevent the type of wage-price spirals that can be
unleashed given current macroeconomic conditions in Lebanon. This fiscal-monetary
policy mix, in addition to the necessity of attracting foreign capital and the
encouragement of investment in Lebanese-currency-denominated financial
instruments, especially Government-issued Treasury bills, led to a sharp increase in
real interest rates and the appreciation of the exchange rate in the postwar period. This
led to a dampening effect on growth rates in Lebanon with a negative effect on the
incidence of poverty.
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The other channel of macroeconomic policy that affected poverty in Lebanon in the
postwar period was fiscal policy, mainly the tax policy in the postwar period. The
reforms implemented by successive Governments led to a worsening of income
distribution and hence affected poverty negatively. The declared major drive for the
tax reforms of 1993 was the establishment of a more transparent and simplified tax
system. The tax reform was considered as an integral element of national economic
policy that would provide incentive mechanisms for the encouragement of foreign
direct investment, for an increase in local labor supply and for the building up of the
capital base of enterprises. The following are the main six elements of tax reforms and
development in the postwar period.
First, the 1993 Tax Reform Law No. 242/93 reduced marginal tax rates on incomes
and made the tax system less progressive than the prewar one. Second, Law No.
242/93 replaced the progressive tax structure of corporate profits with a flat tax
system and a low rate of 10%. Third, the continued rise in the share of excise taxes
and fees in the tax structure of Lebanon, the tax on gasoline being the prime example.
Fourth, the Hoss Government’s tax reform of 1999 reformed Law No. 242/93. Its
main elements were raising marginal tax rates on salaries and profits, increasing the
flat corporate income tax rate from 10% to 15% and increasing deductible amounts
from a basic LBP 4.5 million to LBP 10.0 million. Fifth, the reduction in import
tariffs especially from an average of 12% to an average of 6% on 5,400 items out of
5,700 items, with important exemptions such as textiles and computer hardware.
Sixth, the introduction of the VAT system in 2002 with an estimated revenue of
US$500 million per year; the system has one rate (10%) with many exemptions.
The postwar tax system in Lebanon was shown to be regressive in general (Dibeh,
2003). The direct tax system given certain assumptions is progressive albeit only
slightly as shown by its effect on income distribution. On the other hand, the indirect
tax system as represented in the said study by VAT and taxes on gasoline and tobacco
is highly regressive. Results show the lowest income groups paying a 12.4 % tax rate
while the highest income group pays a 6.4 % rate.
Economic growth and a reduction in income inequalities are two ingredients that are
necessary for the eradication of poverty. Policies leading to economic growth should
be designed in such a way as to break away from these constraints, constituting what
we might call a pro-poor growth strategy. Given that indirect taxes and monetary
policy form the main problematic areas of macroeconomic policy in terms of their
negative social impact, the main elements of policy reform should concentrate on
these two areas. Also reforms should be aimed at direct taxes and public expenditure
on health and education. The first type of reform should make direct taxes more
progressive and the second should make public education and health expenditure
more effective in terms of bringing about a positive social impact.
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The macroeconomic constraints could be summarized in Figure 11.
Figure 11: Macro-Economic Constraints and Opportunities
Constraints

Opportunities

1. Exclusive strategic focus on
traditional service sector
2. Uncompleted transition from
rural to modern economy
3. High concentration of wealth
4. Sharp disparities in the
availability and quality of
Public goods
5. Permanent brain-drain
6. Rigid monetary policy
7. Unsustainable debt to GDP
ratio and budget deficit
8. Poor governance

1. Mobile and dynamic human
resources
2. Worldwide Lebanese business
networks
3. Migrant remittances
4. Huge financial assets
5. Rural tourism potential
6. Agro-industries
7. High-tech services

In the next part we will look in more details on how to overcome tthese constraints
and take advantage of the opportunities that Lebanon enjoys as shown in Figure 12.
Figure 12: Cure Constraints
Exclusive focus on services
Uncompleted transition
High concentration of
wealth
Disparity in availability of
Public goods
Permanent brain drain

Defining policies to
promote
unexploited
opportunities
Special policies focused
on rural poverty pockets
Promotion of small
business sector
Support to Public sector
producing Public goods
Business incubators and
investment funds
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VIII. Strategy Formulation and Strategic Goals; Tools for
Implementation
Formulating and implementing a strategy for social development in Lebanon is a
complex process. The uniqueness of the challenges of social development in Lebanon
is linked to the inability of the system to overcome historically determined social and
economic inequalities. Moreover, the non-existence of institutions and policies to
alleviate the negative consequences of possible future economic, political and social
upheavals and risks is also a major characteristic of the condition of social
development in Lebanon. The need then becomes most urgent in areas of intervention
that target particular groups that are victims of certain forms of discrimination or
exclusion (the disabled, the displaced, poor widows, heads of households and groups
lacking full civil and political rights). Table 41 sets out the challenges and current
status of such areas.
Table 41: Legacy, Situation, and Challenges
¾

Human and Demographic
Legacy

 Physical handicaps and
casualties
 Large numbers of widowers
and orphans (family
bereavement)
 Massive displacement of
population
 Psychological impact and
traumas

¾

Human and Demographic
Situation

 Decline in fertility rates

¾ Human and Demographic Challenges
 Groups most affected by emigration and low
birth rates leading to:

 Large immigration since the mid
1990’s after a slowdown.

9

Absolute and relative increase in the elderly
population

 Decrease in migration from rural
areas to cities.

9

Stability in the number of juveniles and
decline in their relative share in the
population

 Large inflow of foreign labor
categorized in three groups:
permanent residents, provisional
or temporary residents, and mobile
and seasonal labor.

 The general trend support with limited
regional exceptions (Hermel, Dinieh, Akkar)
 These trends could heavily:

 Massive emigration
 Increased drug addiction,
especially among the youth

9

Impact the labor market

9

Change the level and type of demand on
educational, health, and social institutions

9

Challenge the traditional social equilibria
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¾

Physical and Economic
Legacy

 Demolition of buildings,
residences and factories and
public equipment.
 Haphazard urban
development (poorly equipped
or unmonitored)
 Loss in the real value of
savings
 Loss in the real value of
sources of income (old and
long-term lease agreements)

¾

Physical and Economic
Situation

 High relative increase in the price
of domestic inputs and goods
leading to permanent external
imbalances and to the
concentration of investment and
labor in the non- tradable sectors
 Low share of wages in the total
(domestic disposable income) as
compared to those of foreign
transfers and remuneration of
capital
 Increase in the tax burden on
consumption and on sources of
income acquired domestically.
 Decrease in public expenditure
for redistribution maintenance of
public services and infrastructure
investment

o

Physical and Economic Challenges

 Financial risks resulting from the
unsustainable level of the public debt in
terms of savings and from the high level of
indebtedness of household and business.
 The exposure of institutions in charge of
social welfare to increasing financial risks
which may jeopardize their continuity and
viability (deficit in the National Social
Security Fund and the public and private
pensions/ mutual funds)
 Negative impact of decreased protections in
accordance with signed agreements (Arab
agreements, EU agreements and WTO
agreements) on economic sectors that have
low productivity (especially on the level of
employment).
 Depletion and pollution of natural resources
(water tables, desertification, deforestation,
etc.)

 End or decline in revenues from
drug cultivation and production
¾

Socio-Political Legacy

 Violent fragmentation of the
national space by militias
through population
displacement and sectarian
uniformization of region.
 Taking over of private and
public properties (haphazard
urban development,
occupation and displacement)
and government sources of
revenue (illegal ports and
ransoms….)

¾ Socio-Political Situation
 Insidious regional
 Fragmentation of the national
market in terms of labor and
investment with symbolic and
political marking of boundaries,
hampering the spontaneous
diffusion of economic dynamics
 Weak political cohesion within
the government

¾

Socio-Political Challenges

 Risks related to the unstable situation in the
region with potential political, security and
social consequences in Lebanon
 Risks arising from the potential impact of an
open financial crisis on security and social
stability and on the democratic form of
government
 Uncertainty about the status of Palestinian
refugees in Lebanon in accordance with
negotiations in the region (right of return,
settlement, civil rights,…) and of other
immigrants

The work of social development players is also constrained by the legacies of the past,
especially the devastating war of 1975-1990. The human legacy includes the
physically disabled and casualties, widowers and orphans, the displaced, and the
psychologically damaged and traumatized. Emigration is also a significant byproduct
of war and economic deterioration. In the physical sphere, the war has led to
haphazard urban development (poorly equipped or unmonitored) and direct
demolition of buildings, residences and factories or plants which worsens the built
environment for the poor and disadvantaged.
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The social and political legacies of the war include the reinforcement of the
segmentation of political loyalties, the exploitation of public channels and
employment in the public sector, the fragmentation of national and local markets in
terms of labor and investment and the takeover of private and public properties. Table
42 sets out those constraints in more detail.
Table 42: Dynamics and Constraints

The system has proven to be:

Incapable of:
• Addressing shocks and predictable
trends (both domestic and
external).
• Widening opportunities for
freedom, political participation and
social inclusion.
• Integrating inherited components
of society (emigrants, descendant
groups and minorities).
• Transforming the inflow of capital
into increased production and
equitable job creation.

Capable of:
• Attracting large inflows of financial
capital and retaining their cumulative
stock.
• Postponing widespread social
protests or political and economic
disturbances.
• Providing relatively widespread
public services of variable quality.
• Satisfying most basic needs mainly
for the politically influential
component of society.

This paradox has been maintained at the cost of:
•
•
•

Massive destruction and depletion of natural (non-renewable environmental resources),
economic (financial capital and unproductive or oversized physical investment) and human
capital (emigration, unemployment and underemployment of women).
Deepening societal segmentation, though commonly veiled by a nominal consensus,
ideological rhetoric or physical and political exclusion.
An oppressive, largely inefficient, highly re-distributive and relatively corrupt public and
private institutional setup in Lebanon.
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Our task as Consultants is to propose orientations and guidelines for achieving goals
that could be considered as strategic by all actors and stakeholders in the social
development process, taking into consideration its various linkages with macroeconomic issues. In fact, a strategy for poverty eradication, which lies at the core of
social policy, cannot be adequately developed if it is not considered through an
analysis of the main macro-economic factors that produce poverty and social
exclusion.
Associating the actors and stakeholders is the core process for arriving at the
definition of goals that can be accepted by all the main actors and stakeholders in the
country’s economic development process. The Consultant’s present report proposes a
set of strategic policies for social development.
To implement the strategy and achieve the adopted goals, the Consultant will also
propose both the changes needed in the institutional set-up to make it more efficient
and the improvement needed in existing tools, or the creation of new and more
efficient ones.
The previous parts of this Report can lead us to the following policy reform needs at
the various levels: economic, macroeconomic policy, institutional, targeting and
sectoral. The linkages between macro-economic constraints identified and reforms
needed are illustrated by the Figure 13.
Figure 13: Linkages between M acroeconomic Constraints and Low
Social Achievements : Breaking the Vicious Circle

Exclusive
strategic focus
on services
Lack of employment
opportunities

More
dependence on
services and
migrant
remittances

Brain drain

Domestic and external
resources mobilized for
employment creation
Stimulating
innova tion and
R&D
Capacity building
for actors and
stakeholders
Lower debt service to
find resources for
SME

Increase in poverty
Low productivity
High indebteness
Public finance
deficit

Lack of financial
resources

Im proved taxation
system and better
transparency in
expenditure
Domestic funding of
innovation & SMEs

1. Transforming the Economic Structure
There are three main macro-economic imbalances that are in need of serious attention
to formulate an adequate strategy to redress them.
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1.1. The Concentration of Economic Activities in Mount Lebanon and Beirut
1.1.1. Strategy Formulation Process to Redress this Imbalance
It is to be noted that the Lebanese Constitution, as amended by the Taëf reforms,
includes a provision related to the need for balanced development between all the
Lebanese regions. This is why we believe in the urgent need to formulate and
implement a strategy for balanced development in Lebanon.
If no policy is defined and implemented to address these imbalances, the cost of the
social policy will continue to be ever-increasing, while the financial resources for
the Government to alleviate poverty and exclusion will continue to be
unsatisfactory.
On the contrary, if these imbalances are addressed and new employment opportunities
are created in the peripheral regions of Lebanon, there will be more financial
resources to support and promote pockets of poverty and vulnerable groups.
As part of the process of strategy formulation, the way to address these imbalances
should be discussed with the main actors at the central level (the business community,
the central Government and the municipalities) and the main stakeholders
(municipalities, NGOs working at local level and the main local social leaders).
Usually the problem of regional imbalances is viewed as being exclusively the result
of the lack of public investments in infrastructure. This is only part of the problem, as
the modern private sector does not invest in peripheral regions, in spite of much lower
real estate costs, and prefers to build new production units in the industrial area
around Beirut.
Sectoral imbalances, on the other hand, result from the traditional bias to invest in
trade, financial and real estate activities in the capital and around the other main
regional urban centers.
This is why intense consultations should take place between the Government and the
business community to discuss this problem and ways of overcoming it. Discussions
should focus on the following topics:
-

-

A review of tax incentives and other facilities granted by various laws to new
businesses established in the peripheral regions, with a view to harmonizing
them and increasing their attractiveness to the business community. Incentives
should also be granted to existing businesses embarking on new investment.
A review of gaps in essential infrastructures to establish productive units.
A review of socio-political constraints that may exist in the region (behavior
of local leadership, including political parties on the ground, corruption in
local administrations, availability of land at reasonable prices).

These consultations should be followed by consultations between Government
representatives, representatives of the business community and local leadership
(including members of municipal councils) so as to arrive at overcoming existing
local constraints.
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Based on these consultations and eventually, if needed, additional regional studies and
surveys, the Government could take the measures that are needed but other concerned
local actors should also commit themselves to specific actions which contribute to
making the local environment more attractive to new investments. Thus, a partnership
could be established in each region between the local authorities, local leaders, local
business associations and NGOs and the central Government, with specific goals to be
achieved and new tools to be adopted to stimulate regional investments. Specific
indicators adapted to the specific features of each region could be established to
measure the progress achieved in reaching goals.
EFSD could act as coordinator and catalyst of this regional strategy formulation
process.
1.1.2 Goals and Tools
The main strategic goal to be reached to overcome this imbalance should be the
convergence in standards of living between the prosperous regions of the country
and the poorest regions. The European Union has a vast experience of working on
convergence targets adopted either to lift the standard of living of a poor region
inside a Member State or to secure the raising of average standards between old
and new members.
Targets should be established in terms of amounts of new public and private
investment flows that should be promoted in each region, in particular in pockets of
poverty, the number of jobs to be created, and additional physical infrastructure to
be constructed by the central Government and/or the local authorities.
Convergence between the average indicators in different regions should be set as a
main goal with the highest indicators in developed areas being taken as the main
target to be reached in a reasonable time framework of five to ten years.
The main tools could be the following
-

Regional Investment Funds to be set up with initial capital subscribed by
EFSD and municipal bodies. These funds would act as a promoter of local
investments, contributing to complementing the capital needed to establish new
business units or the extension of business units.

-

Availability of Micro- and Mini-Loans to new units or the extension of new
units that could be disbursed by existing institutions (banks having special
windows for small loans) or NGOs specialized in micro-finance.

-

A One-Stop-Shop to be established at the level of local authorities (union of
municipalities or municipalities or the head of the Qada) to facilitate all legal
and administrative procedures related to the creation of new production units.

-

Housing rehabilitation should also constitute a main tool to eradicate poverty.
We have seen in Part IV the main aspects of the housing crisis in Lebanon that
needs to be dealt with.
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-

Exploiting the oversupply of construction units can become a positive tool if
this oversupply is being put at use to create small business parks well equipped
for the small business units. Special Funds could be created to this purpose as
affiliates of the Regional funds.

-

Regional Development planning associating all the partners to set the realistic
targets to be adopted.

1.2. The Hegemony of the Traditional Service Sector
By traditional sector we mean trade, real estate development, finance and banking,
four- or five-star tourist hotels, gasoline stations, pharmacies, restaurants, nightclubs,
etc. In fact, the services sector in Lebanon is not diversified and modern, and
sophisticated segments of a modern service economy with strong value added are
largely lacking.
This is another imbalance that has to be addressed with determination. Of course, the
traditional activities should continue to be encouraged, but complementary activities
and new ones should be actively promoted, especially in the regions.
The main activities targeted in services and industry could be the following:
-

Organic agriculture
Medicinal plants
Renewable energies (solar, wind)
Waste recycling
Waste treatment
Crafts and cottage industries
Data processing
Rural tourism
Business and industrial consultancy (to assist small business units)
Agro-food industries
Medical equipment
Electrical appliance
Construction material

In this respect, a radical reform in the formulation of development plans is needed in
order to pave the way for the establishment of a dynamic industrial and service sector.
The new development plans (NDP) should shift emphasis from large infrastucture
project (except in the field of water and waste treatment) to more focused projects
designed to stimulate the productivity of the private sector and the integration of
samlll business units in the modern economy. In this respect, the Five Year
Development Plan (2000-2004) prepared by the CDR with the assistance of a
specialized foreign consultant had already put some emphasis on selecting the most
promising braches of industrial activities to be promoted.
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It goes without saying that any industrial development policy should not follow the
classical import substitution or heavy industry capital intensive strategies that have
failed elsewhere in the developing world. The NDP should create the conditions for
industrial firms to adopt flexible production systems technologies (FPS), to
agglomerate into regional innovation milieux and to acquire through a continuous
process of technology transfer the latest technologies of FPS developed in the major
advanced regional economies. Flexible specialization offers an optimal production
system for countries that need to combine employment growth with industrialization.
Lebanon can benefit from the adoption of flexible specialization production systems
for three reasons:
First, flexible production systems are highly compatible with the present structure of
the Lebanese industry and economy, mainly with its smallness of firm size and the
abundance of skilled labor. Second, flexible specialization production systems lend
themselves to an efficient technology transfer process and more importantly
technology assimilation, thus circumventing a possible dependence on MNC-led
technology transfer. Third, the Lebanese growth sectors today are exactly those
sectors where flexible systems are suitable, such as textiles, leather, shoes, furniture
and minerals processing.
The Italian example is important in this respect. The rise of the Third Italy in the
Northeast and Center of Italy was based on labor-intensive and socially fragmented
industries, many of them with deep local roots in artisan traditions. The main
industries of the Third Italy are non-metallic processing of minerals (ceramics and
pottery), hides and leather, shoes, clothing, household fabrics, and wood and wooden
furniture. All of these industries are labor-intensive and external economies of scale
are more important than internal ones. Lebanon seems to be well situated to adopt
these systems. Its manufacturing industry is at the first stage of manufactured exports
from developing countries, which generally comprise textiles, shoes, wood and
leather products which can become competitive on world markets and gain a
substantial market share.
Lebanon has already developed a nascent industrial structure in these sectors. The
NDP policy should focus on the use of science and technology by firms and regions.
In the context of FPS, such a policy should lay the ground for a process of FPS
technology transfer that enhances the local development of the economic and social
factors conducive to the rise of a regional economy similar to the Third Italy.
Specifically, the NDP should enhance external economies, economies of scope,
learning by doing, small batch technology adoption, and the creation of a skilled labor
force.
This approach should be predominant in the policies to be adopted for modernizing
and upgrading the small business sector in Lebanon, as proposed here under.
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1.3. The Integration of the Small Business Sector into the Modern Economy
1.3.1 Organizing and Promoting Actors and Stakeholders
We have already discussed the structure of the productive sector and the
predominance of the very small business units in all regions of Lebanon (including
Beirut and Mount Lebanon).
No strategy has ever been formulated in Lebanon to assist this sector to upgrade its
technical and productive capacity to be integrated in the modern segments of the
economy.
To formulate this strategy there is a need to associate actors and stakeholders and to
promote small business associations whenever needed. In this respect, there are some
active trade unions, as the one for taxi drivers or for truck and minibus transportation.
There are also industrialist associations by region or sub-sector, but it is not well
known how much these associations include also small business units.
This is why it would be worth devoting efforts to mapping, with some precision, these
existing trade unions and associations and actively promoting their representation and
technical capabilities in terms of studying the problems faced by their constituencies.
When needed, new associations should be created and local branches of such
institutions established in each region.
The Central Government as well as local bodies should also create inside their
administration specialized units to assist and cater for the needs of the small business
sector. At the central level, such a unit could be created with the EFSD.
It would also be advisable for Kafalat, the affiliate created by the Banking Deposit
Guarantee Institution, to develop its presence in all regions and coordinate its actions
with Government and local financial institutions as well as the other actors and
stakeholders. A representative of Kafalat could have an office in the main local bodies
within the units to be created to look after the development of small business units.
The modern sector of the economy through the Chamber of Commerce and
Industrialists and the Association of Industrialists should also become involved in
the strategy formulation.
There should be preparatory seminars organized by EFSD in cooperation with Kafalat
to get large companies and productive units informed about the various successful
experiences and policies in other countries in promoting and integrating the small
business sector in the modern economy through various forms of subcontracting
certain parts or pieces or granting licences to sell and provide maintenance to certain
goods produced by large companies, after undertaking adequate technical training and
participating in the cost of buying new equipment for the licensee.
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We would also advise creating a national council for small business units where
representatives of both the small business units and the modern segment of the
economy would be represented together with specialized institutions like Kafalat or
NGOs experienced in micro- and mini-lending.
1.3.2 Goals and Tools
The goals could be defined in terms of the number of small business units to be
assisted every year in each region and in particular where pockets of poverty have
been identified, but also the number of subcontracting or licensing or franchising
agreements with large companies.
Specific targets could be determined for each region in the light of the analysis of
the small business sector that we have conducted in Part IV of the Report and the
statistical tables that we have regrouped in Annex F. These targets could be as
follows:
-

Number of small business units (SBU) that received management assistance
to improve their productivity,
Number of SBU that received micro or mini loans
Number of SBU transformed in limited liability companies (sarl)
Number of SBU that merged between themselves
Number of SBU that converted from overcrowded and low productivity
activities to more modern ones with high value added.

Tools to be made available to reach theses goals consist in various training actions
and financial means to be devoted to the small business units in each branch of
economic activity to implement the strategy formulated and adopted at the level of
each region. Intensive contacts between the municipalities, the local chambers of
commerce, the professional associations should induce all actors and stakeholders
to enter in specific partnerships in each region to realise the goals defined and
reach the targets agreed upon.
2. Instituting a Pro-poor Growth Strategy
2.1. Goals and Tools
Given the macroeconomic policy constraints that have retarded the process of social
development (discussed in section 4 above) it becomes imperative that nay strategy
for social development must reform such policies in order to create a dynamic
growing economy that would be pro-poor in the sense that macroeconomic policies
lead to a higher growth rates and a more equitable distribution of income.
Altough we are not recommending any drastic policy for redistribution of income that
might be misperceived by public opinion and by international funding institutions. We
believe that many of the recommended goals targets and tools will contribute to a big
improvement not only in the standard of living of the poorest strata of the population
but also of the middle classes. These policies might also contribute to checking the
brain drain that affects very negatively the productivity of the economy.
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If the Government feels that it can be more pro-active in implementing a pro_poor
policy it could also create a new source of funding for social development through
instituting a surtax on corporate income tax rate or on VAT. Such an additional source
of funding could contribute to correct at least partially the sharp decline of the share
of salaries in the evolution of the composition of the GDP during the last thirty years,
especially if it affected to alleviate the most acute form of poverty in Lebanon as
suggested hereunder. However, this type of income support system in Lebanon might
attract other disfavored categories of the population to ask also for income support.
However, as this is a difficult issue to be dealt with in Lebanon, it could become
acceptable once a convincing Ten year Plan for poverty eradication has been
elaborated and approved by all stakeholders or actors. Here under are some of the key
policy orientations suggested in this field.
2.1.1. The Targeting of Geographical Areas Rather than the Poor Persons
In a recent World Bank study (Ravallion and Wodon, 2002), it was found that in
many developing countries geographical effects on poverty are important in addition
to other personal attributes that affect poverty. In this respect, households with the
same attributes have been found to earn differential incomes depending on the
geographical location. In our survey of the poor areas in Lebanon, it is obvious that
such pockets have such a geographical specificity to them.
For example, three of the top four villages (with a headcount index of 100%) were
concentrated in the Baalbeck area. The Baalbeck area also dominates the village
group whose headcount index is above 90%. The Hermel area also dominates the
village group with a headcount index between 80% and 90%. The geographical factor
must play a large role in the reinforcement of poverty-causing attributes. Hence,
policy should be directed at geographical regions where poverty traps exist and take
on a spatial character.
For instance, as evident from the survey of Bab Al-Tebbaneh, Al Qebeh, Bab Al
Ramel and Hay Al Abeed (Mina), Tripoli represents a very interesting case. The
Headcount Index for these pockets, which ranged between 0.26 and 0.66, suggests a
crucial situtation considering their population size and the high percentage of
residents (about 50% of Tripoli’s registered population are also residents). This is in
contrast to Jezzine, which is better off and whose resident population is only
about17% of its registered population.
Both these phenomena should be targeted in the strategy. Improving the living
conditions in theidentified pockets of Tripoli and other similar areas is necessary to
alleviate poverty. Also, the right environment must be created to induce the resident
population of Jezzine and other similar urban areas, to stay
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2.1.2. Income Support System
The creation of an income support system that could partially or completely eliminate
the poverty gap for the most impoverished areas of Lebanon could be implemented.
This becomes an extreme priority given the prevalence of poverty in some of the
regions surveyed. Most villages have a high incidence of poverty (above 25%).
Hence, among the measures that have to be taken are direct support systems to lift
some of the poor out of poverty. In the calculation of poverty gaps for the surveyed
pockets of poverty presented in Section 2, it is obvious that an intervention by the
Government by supplementing the income of the poor would allow a large segment of
the population to emerge from poverty. An example of allocations needed to reduce
poverty by 50% in the four poorest villages is LBP 325 million per month. At the
national level and in order to apply MDG targets of halving the population of the poor
by 2015, the Government could allocate a budget for such a goal based on a
comprehensive poverty gap analysis. The income support system can take the form of
either direct cash transfers or a food stamps program.
2.1.3. The Creation of an Asset Generation Program through Micro-Finance
The high diffusion of poverty and unemployment in many villages of the sample tell
of the inadequacy of a capital stock that would generate incomes and employment.
The poor are trapped in a vicious circle of unemployment and poverty. The provision
of capital, equipment and assets that will allow these poor individuals and households
(many unemployed) to generate incomes and jobs at the local level becomes of the
utmost priority.
Access to credit is one of the impediments to the acquisition of capital and assets.
Many poor households in the pockets of poverty lack access to credit and financial
resources in general. This forms an impediment to the breaking way from the poverty
traps in which the rural or urban poor find themselves. Financial intermediaries such
as banks usually do not lend to such individuals. In addition, the risks involved, the
lack of collaterals, etc., make access by the poor to capital markets very limited. A
microfinance program that aims at capital accumulation, employment generation and
risk reduction would greatly help the poor in making the right economic choices.
2.1.4. The Creation of a Public or Community Works Program
One of the main problems with postwar economic development was the noninvolvement of the population at large in the reconstruction effort. Most workers who
did the manual work in the infrastructure projects, the Beirut city center
reconstruction and even in the regional projects were foreign. One of the main
problems in the surveyed villages is the higher than Qada level or national level of
unemployment. In some areas unemployment is so high that more short-run solutions
should be provided for the solution of the problem. A public works program would be
instrumental in short-run employment generation.
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The establishment of a public works program that would use the urban and rural poor
in public construction projects would also help in alleviating poverty through income
generation and in creating a safety net employment scheme that would cushion
unemployment in recessionary times when the poor are most vulnerable. An example
of such a program is the Trabajar program introduced in Argentina in 1996.
3. Reforming the Institutional and Financial Structure of Social Policies and
Creating a Consensus on the Strategic Goals of the Reform
There are many different and complicated issues to be dealt with in order to arrive at a
full reorganization of the institutional set-up and spending procedures in the social
field.
Such reforms need strategic goals to be determined and clearly formulated in order to
arrive at a consensus within the Government machinery and Parliament to carry out
such reforms. Large NGOs, local bodies and welfare institutions of religious
communities should all be associated in the process of reaching a consensus.
In Volume II of this Report, we summarize the main results and conclusions of the
many studies previously conducted to appraise the problems and propose reforms of
the different parts of the social assistance system in Lebanon in the field of health,
education, the disabled and the poor. As all these studies converge as to the diagnostic
and in most cases as to what has to be done to reform the system, a general consensus
on the three main strategic goals that we are proposing here should not be too difficult
to reach. This would ease the process of preparing new laws and regulations to reach
the agreed goals and having the Council of Ministers adopt them and get them
approved by Parliament.
However, resistance will probably come from entrenched political-sectarian
influences on the different parts of the social institutional set-up of the country. A
full-fledged reform might thus not be easy in any case. But, as is well known, in the
present context even minor reforms concerning one or the other of the many different
institutions dealing with social affairs are very difficult to get adopted and
implemented.
However, it will be the choice of Lebanese political decision-makers to adopt either a
gradual approach towards reform, by bits and pieces, or a one-shot, full-fledged
reform of the whole sector.
The material prepared by us for the last workshop will be a good introduction to the
process of consensus-building and to discussing the two possible approaches in the
field of institutional reform.
3.1. Goals and Tools
The four main goals that we are proposing in this Report for the institutional and
financial reform of the social sector are detailed below.
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3.1.1. Reshaping Budgeting of State Expenditure in the Social Field and Defining
Criteria, Target Indicators and Monitoring Indicators
In spite of the modernization of the Budget presentation and itemization of public
expenditures in recent years, there is a long way to go in Lebanon before arriving at
a transparent accounting of public expenses. This is all the more so when it comes
to social spending, which is scattered between different ministries and public
entities, and to the various types of subsidies to the private sector disbursed through
the central budget or the budget of public entities.
Arriving at greater transparency in preparing and implementing public expenses
related to the various social fields requires a full budget reform.
In addition, a reform of municipal finances is another main issue. The goal should be
to implement efficient fiscal decentralization.
3.1.2. Programming and Budgeting in a Transparent Way
There are many reasons for the lack of transparency in the programming and
budgeting of social expenses incurred by the State in Lebanon. The absence of a
programming methodology contributes to maintain the lack of transparency in the
Budget documents and the accounts of public entities. These are two related aspects
that will have to be dealt with simultaneously, as the adoption of goals from which
specific targets are derived is a prerequisite for designing the proper itemization of
social expenditures in the State budget.
a. Transparency and Monitoring of State Social Expenses
The main obstacles to transparency of social expenses and their monitoring in
Lebanon are as follows:
i. Fragmentation of Social Expenses
Social expenses are scattered among the various ministries and public entities that
deal with one or the other of the many social activities defined above. There is no
document that adds amounts spent through the Budget of the Central Government and
amounts spent by various public entities, so that it would be possible to have a full
map of social expenditures spent by the public sector in the country.
In addition, a large part of expenses are disbursed to private sector institutions
(schools and hospitals) or to the religious communities’ social institutions or to the
large NGOs. These expenses do not appear as subsidies, but as expenses resulting
from direct activities by the ministries concerned, as is the case for medical expenses
incurred by non-Governmental hospitals on behalf of the Ministry of Public Health.
In fact, subsidies disbursed by the State to other public entities are clearly stated in the
State Budget; however, amounts are not broken down according to functions and
targets.
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ii. Poor Itemization of Budget Expenditures
At present the itemization of expenditures in the State Budget is quite inadequate for
the following reason:
-

Ministries’ Budgets divide expenses only by Departments (Moudiriat), so that
any detailed cost analysis of the tasks performed by the different offices (Daïrat)
inside the Departments and the various units (Qism) inside each Office are not
known.

-

Expense categorization by nature is not adapted to the functions and tasks
performed by each ministry.

-

The geographical location of spending is not known.

This is why any improvement in the programming, budgeting and monitoring system
of social expenditures will require an in-depth reform of budget accounting.
b. Programming, Zero Budgeting and Budget by Targets
Programming all types of social expenses could be adequately undertaken only after
defining goals and targets and prioritizing them, as we have proposed in the earlier
part of this Report.
Zero budgeting means that the various Public administrations in charge of social
expenses will elaborate their budget beginning from a Zero base and building it
through identifying the precise cost of reaching each targets and sub-targets.
Programs should be established for five- or ten-year periods according to the
importance and nature of the program. Programs will include all types of expenses
needed to reach the goal even those that are appropriated and disbursed by other
administrative units or public entities than the main ministry responsible for the
program. Figure 14 outlines the methodology of program budgeting.
Figure 14: How to Budget for Programs
Set main goal of the Program and identify the entity to lead
and oversee its implementation
Set main targets to be achieved by the Program
Design one project for each main target
Define sub-targets to in each project to design each subproject
Identify the different entities that will implement each subproject
Itemize adequately the various type of expenses
Define performance indicators
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The main goal of each program should be broken down into the various main targets
to be reached through its implementation. For each main target one project should be
designed through which the target will be reached. Each main target, if needed, should
be broken down into sub-targets for which sub-projects will be designed.
Cost of projects is to be adequately itemized according to the nature of the project
(Figure 15).

Figure 15: Program Elaboration Process
M ain Goal
Program
M ain
Target 1

Project1

Main
Target 2

M ain
Target 3

Project2

Subtarget 1

Subproject 1

Subtarget 1

Subproject 1

Subtarget 1

Subproject 1

Subtarget 2

Subproject 2

Subtarget 2

Subproject 2

Subtarget 2

Subproject 2

Subtarget 3

Subproject 3

Subtarget 3

Subproject 3

Subtarget3

Subproject 3

Project3

Performance indicators are to be elaborated to measure the progress in achieving each
target and sub-target.
The budgeting of a ministry or of a ministry unit or office or department or section or
the budgeting of public institution should begin from zero and be developed each year
according to the costs needed to be covered during the annual period to secure the
proper funding of each project.

3.1.3. Fiscal Decentralization to Empower Local Bodies
By fiscal decentralization we mean the financial empowerment of local bodies, i.e.
municipalities and the Union of Municipalities.
a. Rationale for Fiscal Decentralization
Financial empowerment means that expenses are decided upon and disbursed at the
local level, and municipal taxes are substantial so they can provide adequate funding
for social spending at local level. The international trend in public finance is to grant
more fiscal power to local bodies. It is assumed that local bodies have a better
knowledge of the needs of their region than the central level.
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b. Risks and Monitoring of Decentralization
It is true that fiscal decentralization can be responsible in some cases for displacing
corruption from central to local level. However, as municipalities are elected bodies,
better monitoring of expenses disbursed at local level can take place. It is also
possible to cure local corruption by asking the Court of Audit to create local courts at
the level of the Mohafaza or the Qada to monitor the fiscal activities of local bodies
(expenses and taxes).
c. Reforming the Present System of Financial Transfers to Local Bodies to Expand
their Social Functions
Presently there is no relevant fiscal decentralization in Lebanon. More than 80% of
local bodies' receipts, particularly in non-urban areas, come from central taxes. The
Ministry of Finance redistributes a certain percentage of these taxes to municipalities
in the following way:
-

Income Tax: 10%
Custom duties: 10%
Excise on Electricity bill and phone bills: 10%
Tax on real estate income: 25%

Due to the high level of the budget deficit, the largest part of these receipts allocated
to local bodies is not effectively transferred to beneficiaries and arrears have been
building up.
However, it is to be noted that most social expenditures that are considered as local
expenditures in most countries are still in the hands of Central Government in
Lebanon. These expenditures constitute the bulk of the activities of the Ministry of
Social Affairs
In the Consultant's view, the present system has to be reviewed especially that the
high budget deficit do not allow for the regular transfer of sums due to the local
bodies by the Treasury. The piling up of arrears in favour of municipalities should be
stopped. In fact the choice of the Government is the following:
-

Maintaining the 10% tax rate to the benefit of local bodies but transferring and
decentralizing many expenditures of social nature to the local level, thus
reducing the budget deficit
OR

-

Reducing the 10% tax rate to 5% and allowing the municipalities a greater range
of taxes to be introduced at the local level.
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d. Raising the Ceiling of Expenditures that could be Disbursed by Local Authorities
without the Approval of the Central Government
The level of local expenditure that can be disbursed by the Head of the Municipal
Council without the approval of the Mohafez is set at the very low level of LBP 3
million. This is a ceiling that will have to be reviewed if there is to be any serious
fiscal decentralization in Lebanon.
e. Allowing Large Municipalities with Substantial Resources to Borrow on Financial
Markets
This is the last aspect of fiscal decentralization to be undertaken in Lebanon so that
more financial resources could be devoted to social development.
In fact large urban municipalities should have enough creditworthiness to be able to
borrow on domestic or even financial markets. This is the case in many countries and
there is no reason for it not to be the case in Lebanon.
If cities like Beirut, Zahle, Saïda and Tripoli are allowed to borrow to finance their
urban expansion, this will allow them to devote more resources to social development.
This is why this aspect of fiscal decentralization is an important ingredient of the
financial aspect of social development in urban areas.
In rural areas, the case is different, as all financing will have to come from local
resources that are not abundant and from transfers from the IMF.
Figure 16 highlights the steps leading to fiscal decentralization.
Figure 16: Fiscal Decentralization
Raising the ceiling of expense disbursement at local level
without approval from Central authority
Reviewing the system of levy on Central taxes to the local
bodies
Transferring a number of social activities from the Central
level to the local level
Allowing municipalities to borrow on their future resources
Reforming the Independent Municipal Fund regulations

--------------------------------------------------------------------------------------------------------------------------ESFD-Formulation of a Strategy for Social Development in Lebanon
124
Contract #: LBN/B7-4100/IB/99/0225/S06/0803

Lebanon’s Strategy for Social Development
Information International SAL

Volume I

----------------------------------------------------------------------------------------------------------------------------------------------------------

3.1.4. Reform of the Independent Municipal Fund and the System of Fair Transfer
System from the Central Government to Local Bodies
The money in this fund is distributed in accordance with Decree No.1917, issued on 6
April 1979. Allocations are as follows: a maximum of 25% for municipality unions
and 75% for municipalities (out of this, 60% is distributed to the municipality, based
on the registered population, while the remaining 40% is based on municipal fees
collected over the previous two years).
This distribution, while unfair owing to inconsistencies between the registered
population and actual residents, is also faced with delays in payment and the use of
funds to execute projects without first obtaining municipal council approval (i.e. loans
to selected home owners in Biyakout, paying school and Sukleen fees). The
Government complicates the problem, owing to its late distribution of funds to the
municipalities, thus delaying the execution of projects.
Therefore, it is recommended that municipalities:
-

Collect directly the water and electricity bills and
Receive their share of IMF disbursements on time.

This will allow municipalities to fund their own projects and will lessen the burden on
the Central Government.
3.2. Rationalization of the Institutional Set-up Caring for the Social Needs to
Avoid Duplication of Tasks and Waste
3.2.1. Activating the Economic and Social Council
The Economic and Social Council (ESC) has been given a clear role in the
Constitution as amended by the Taëf Agreement. However, as is well known, only in
1999 did the Council begin its activities. After producing a substantial report in
October 2000 (The Economic and Financial Crisis: Framework for Solution), the
Council did not develop its activities due to lack of funding and, more recently, due to
the expiry of the mandate of its members.
Given the numerous institutions with a key role in designing and implementing
various aspects of social policies, and in order to avoid natural bureaucratic fights to
gain the upper hand in the field of decision-making related to social affairs, the
Consultant believes that overall responsibility for social planning should be entrusted
to the ESC.
Thus the Government should devote enough attention and provide the necessary
finance to allow the Council to play a central role in programming social
development.
EFSD and MOSA should work in close collaboration with each other and with the
Council to arrive at this overall planning of the social development of the country.
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3.2.2. Restructuring the National Council for Social Institutions
We would recommend here greater empowerment of NGOs working in the social
field and securing an adequate basis for an efficient and strong partnership between
the State and civil society to create a consultative council to be called the National
Council for Social Institutions (NCSI) that could function in parallel and in
coordination with the Economic and Social Council.
The NCSI should include representatives of the following institutions:
-

NGOs working in the social field and independent of the religious communities
Religious communities’ social welfare institutions
State ministries and public entities in charge of social activities
Independent experts known for their expertise in the social field
Representatives of the most important foreign donors and foreign NGOs with
social activities in Lebanon
Representatives of the ESC

Joint periodic sessions of the ESC and the NCSI could take place to debate social
issues and social policies and programs in the country. The Secretariat of the NCSI
could be entrusted to the ESFD.
3.2.3. The Establishment of a Social Observatory as a “Think Tank”
Establishment of a think-tank and an information center concerned with social
development issues: There is a near consensus in Lebanon that lack in adequate data
and statistics constitutes a major hurdle to proper planning and thus poses a serious
impediment to efficient allocation of resources. Hence, there is a need to establish a
think-tank, whose mandate would be supplying all stakeholders, whether donors or
implementing agencies, with all the necessary data, studies, and information required
by them to perform scientific assessment of needs.
In the last part of this Report concerning the reorganization and strengthening of
ESDF functions we recommend the creation of a Social Observatory that will carry
these duties.
3.2.4. Up-dating and Implementing the 1962 Laws Providing for Regional
Consultative Councils
As previously mentioned, a very important law dated 12 June 1962 was passed during
the Chehab mandate. It was complemented by three decrees issued in April 1963.
-

Decree n° 12493 of April 9, 1963 organizes Regional Consultative Councils at
the level of the Mohafaza including the Mouhafez, a representative from the
Ministry of Planning, an officer from the Mohafaza branch of the Office of
Social Development, the Heads of all the Qadas included in the Mohafaza and
12 independent experts.
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-

Decree n° 12417 of April 2, 1963 organizing Regional Technical Groups to plan
social development and associate all public administrations at the Mohafaza
level.
Decree n° 12492 of April 2, 1963 creating Multidisciplinary Teams at the level
of the Qada to become branches of the Ministry of Planning to help in properly
implementing social development activities.

However, this regional institutional set-up has never been implemented, but a close
look at the 1962 law and the decrees mentioned could constitute the basis for drafting
a modernized and updated regional set-up associating all actors and stakeholders of
social development at the regional level.
The three main representative organizations of the private sector and the civil society
could be associated to the decision making process and be induced into entering in
partnership through the four main institutions as is shown in Figure 17.

Figure 17: Associating Actors and Stakeholders in Social Policy
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Associations mentioned in Figure 18 for membership in the Regional Consultative
Councils should include:
-

Regional Chambers of Commerce and Industry
Regional or local professional economic associations
Agricultural and rural associations
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As mentioned earlier, the NGOs associated with this set-up should include the various
social and economic institutions of the religious communities and not only
independent civil NGOs. Given the important role that these institutions play in the
social field and the large flow of funds they control, it is very important to include
them in the participatory process of strategy formulation and implementation, as well
as overall social programming activities.
Rehabilitating the Ministry of Social Affairs and Decentralizing its Functions
Goals and Tools
As discussed earlier in pages 45 and 46 of this report, the various units of the MOSA
overlap in their functions within the Ministry, and MOSA in turn overlaps with
MOPH, MEHE, MOIM, MOA, MOL, MOD, and MOYS.
In the area of health, it is recommended that both MOSA and MOPH carry out their
main tasks in accordance with their mandates and let the NSSF deal with the issue of
health coverage as it is more suirted and better equipped for this purpose.
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As for the MOSA centers, GIS mapping has shown that the majority of these centers
fall outside of the identified pockets of poverty or overlap with other institutions that
receive funds from the Ministry. Thus, it is highly recommended that the geographical
distribution of these centers be considered. In cases where these centers are deemed
necessary, they should be given more autonomy in their budgeting and disbursement
of payments.
-

It is recommended that the article related to the Central Fund for Social Affairs
in Law No. 212 be amended to cancel this function, especially since 10 years
after the date of the law’s issuance the fund had not been established or staffed.

-

MOSA contracts various NGOs to do certain tasks under what are called
“Common Agreements”. The disbursement reaches LBP 10 billion annually.
First, it is recommended that those services be subject to a needs assessment
before launching, and second that they be subject to transparent tendering.

-

MOSA distributes LBP 66 billion to various NGOs (mainly confessional and
political) through what are called “Support Agreements”. First, it is
recommended that the process be reviewed to ensure that the number of
beneficiaries/days is accurate since it is the basis of disbursement. In addition, a
new form of soliciting services should be designed according to a set of criteria
and proper monitoring.

3.3. Maximizing Funding to Social Development
3.3.1. Traditional Use of Emigrants’ Transfers and Accumulated Savings
As already mentioned, transfers from migrants are an essential component of macroeconomic balancing factors in Lebanon, mainly in terms of closing the huge gap in
the trade balance.
But these transfers are also an essential component of the standard of living of
resident families with low incomes. Usually the beneficiaries of such transfers use the
proceeds either to pay for the education of the young members of families or to be a
source of income for unemployed and older members of families.
As for high-income families, transfers from their migrant members are often used to
acquire more luxurious housing and/or vast secondary residential villas out of the
main urban centers, or luxurious cars or other consumer goods.
Some emigrants are also contributors to social care institutions; in some cases they
have themselves created the institutions. However, by far the largest use of emigrants’
accumulation of savings gathered abroad is going into the real estate sector where
many new buildings have unfortunately remained empty due to over-investment in the
sector.
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Emigrants’ savings rarely go into investment in new productive areas or into
encouraging young people and professionals to innovate in creating new small
business units. This is why we believe that part of emigrants’ savings could be
attracted into such activities, thus contributing to the creation of employment in their
region of origin.
3.3.2. Channeling Emigrants’ Funds to NGOs' and Banks' Micro-Finance Windows
and Regional Investment Funds in Disfavored Region and Poverty Pockets
The EFSD should develop contacts with emigrants or families having emigrants
abroad to promote the new financial products that it could develop, namely the
regional development funds.
It would be advisable to create one fund by Mohafaza, but EFSD should encourage
NGOs and emigrants as well as residents to contribute to the creation of more local
investment funds. Figure 19 describes how to structure both regional and local funds.

Figure 19: How To Structure Regional Investment Funds
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Funds could also be created to address the needs of deprived urban areas. These
Funds could have the following activities:
-

Contributing seed money to study and promote good projects (this contribution
could be transformed into a share equity if the project goes to implementation);
Making modernization loans to small business units
Encouraging small business units to merge to create larger productive capacity;
Contributing to raising the financial capacity of small business units by taking
equity participation
Create consulting companies to help small business units modernize their units
and upgrade their management capacity
Promoting sub-contracting or franchising and licensing between modern
companies and small business units
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3.4. Optimizing Other Different Funding Sources
One major difficulty in Lebanon is the fragmentation of funding for social
development. As is well-known, civil society, religious communities and foreign
funding play a very important role in poverty alleviation and social care. This role is
reinforced by the huge transfers that Central Government is providing to educational,
health and social care institutions of the private sector (civil and religious).
Attracting new funding from domestic or international sources will require the
Government through EFSD to arrive at formulating an overall social strategy and
creating a vibrant partnership between all actors and stakeholders of development.
-

The importance of developing an overall strategy for social development and a
ten-year plan to implement it

-

Creating partnership between Central Government, local bodies, civil and
religious dependent NGOs

-

Establishment of one single body which would be the umbrella organization of
all NGOs and social development players and be in charge of planning,
assigning tasks, and supervising the flow of social development work in the
country, which would also add to the accountability and transparency of the
NGOs

It has been suggested that NGOs be subject to the auditing procedures of any private
company operating in Lebanon, with transparency regarding annual budget planning
Other recommendations related to gender, child labour and other more specific areas
of intervention. Refer to Annex G in Volume III.
The process of social strategy formulation that has been developed in this Part of the
Report can be summarized in the following Figure 20.
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Figure 20: Strategy Formulation process
Identification

Organizing

of actors &

actors &

stakeholders

stakeholders

•NGOs
•Small Business
Units
•Municipals Councils
•Public
Administrations &
Public Entities
•Professional Orders
•Business
Associations
•Trade Unions
•Rural associations
•External Fund
Providers
•Media
•ESFD

Proposing &

discussing

goals &
targets

tools &

•Small
Business
Councils

•Housing

•Regional
Consultive
Councils

•Small
Business
Units &
Employment

•National
Council for
NGO’s
•Economic
& Social
Council

Proposing &

discussing

•Health

•Funding
Mobilization
•Emigration
•Rural

Development

means
•Regional
Investment
Funds
• Programming
& Itemizing
Budget
Expenditures
according to
goals & targets

•Housing
Funds

Preparing
&
adopting
a ten-year
vision

Preparing
& adopting
a ten-year
plan

•Rural
Development
•Health &
Social Care
•Support to
Employment
•Urban
Poverty
•Accidents
Natural
Disaster
•Environment

•Urban
Slums
Rehabilation

--------------------------------------------------------------------------------------------------------------------------ESFD-Formulation of a Strategy for Social Development in Lebanon
132
Contract #: LBN/B7-4100/IB/99/0225/S06/0803

Lebanon’s Strategy for Social Development
Information International SAL

Volume I

----------------------------------------------------------------------------------------------------------------------------------------------------------

IX. The Organization of the ESFD
EFSD is well advanced in its internal organization according to its latest Quarterly
Progress Report (April-June 2004). The Organization Plan as presented in Annex 2 of
this Report is adequate for the present activities of EFSD.
However, in looking at future expansion of EFSD activities and functions and in view
of the strategy and goals formulated in this Report, we believe that two types of
organizational structure could be envisaged for the Fund.
The first one described in Figure 21 is sector-based creating six main departments. It
basically divides the operations of the Fund into rural and urban activities. The other
departments are rather function-based (financial instruments, relations with partners,
social planning and administration); these functions, except for the financial and
administrative functions, could be distributed to each of the two sector-based
departments (rural and urban).

The second option for the future could be a purely function-based type of organization
as described in Figure 22.
We believe that this type of organization is more adapted to the nature of the Fund
and allows for more flexibility. In this Figure we have detailed all of the sub-functions
of each main department to be established.
Given the importance of making better-trained human resources available to the
various types of activities that the Fund will be promoting in Lebanon, we have
attached the human resources training function to the social planning function. These
two functions could also be separated if the Fund wishes to give specific importance
to training trainers as a support to the social and economic sectors it is trying to
modernize and integrate in the modern economy.
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In focusing the proposed social strategy on the modernization of the small business
sector with strong implications on the organization of the Fund, we are aware that the
European Community is also promoting this activity with the Ministry of Economy. A
pre-qualification tender has now been launched to assist this Ministry in establishing
and implementing an SME Integrated Support Programme. In our view, this very
important programme should target the category of business units, which do not belong
to the extremely small business sector and which were identified in the present study.
In any case, ESFD will have to coordinate its actions in this field with the Ministry of
Economy and the Ministry of Finance.
We would also advise ESFD to begin to reinforce the following functions
corresponding to sectoral activities:
1. Rural Development
Given the structural weakness of the Ministry of Agriculture and the weakness of the
municipality administration in terms of social development and environment, it would
be advisable for the Fund to acquire good expertise in rural development.
Several sub-functions could be derived from this function:
-

Rural tourism to be developed in association with the Ministry of Tourism
Rural crafts could be developed in association with the MOSA and the various
NGOs working in this field and a common website could be developed by the
Fund to advertise for Lebanese craft products
Small organic agriculture

The experts trained by the Fund in these fields could also at a later stage become
attached to the rural municipalities or to the regional investment funds.
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2. Urban Development
In this area also the Lebanese Administration has not developed appropriate
capabilities. This is why it would be advisable for the Fund to acquire specialized
expertise with the following sub-functions:
-

Slum rehabilitation with the participation of the people concerned
Assistance to regularizing or obtaining property deeds or rent contracts
Assistance to getting electricity and water and improving housing conditions
Managing housing funds for the poor.

3. Funding and Financial Risk Management
The different types of financial instruments that we have identified in this Report call
for the development of a special expertise for fund management in micro- or minifinance (loans, equity, seed money). The Fund should have a strong unit for audit and
control, in addition to risk appraisal in these types of ventures with the poorest
segments of the population.
It should also have a sub-unit for promoting funding of the ESFD activities in the
field of financial assistance. This sub-unit should be separated from the sub-unit
dealing with risk control.
4. Social Observatory
This function could be included in the Social Planning Department, or this
Department could be called a Social Observatory. However, the Department should
have two different units, one for planning and one for statistical observation.
The “Observatory” unit would be in charge of the following sub-functions:
-

Continuous monitoring of all types of existing social indicators
Elaboration of new indicators
Monitoring the implementation of social programs
Measuring progress achieved compared to goals and targets

The Planning unit should work in close coordination with the Observatory unit and
be in charge of updating the social strategy and vision and of proposing the main
programs to be included in a five- or ten-year plan for social development.
5. Monitoring and Regulating the Activities of NGOs
This is an important function that is badly needed in Lebanon, as there is no detailed
view of the activities of the many different types of NGOs and social institutions. This
function could be entrusted to the department in charge of relations with NGOs and
funding sources or could be also attached to the social Observatory as part of its main
duties.
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The Regulatory sub-function is also a very important one. As already stated, social
regulations in Lebanon need to be modernized and adapted to the present social
challenges. It is a function to be carried out by a team of legal and social consultants
working in close contact and in full coordination with other public administrations in
charge of social affairs and with NGOs. In Figure 20, we have included this subfunction in the department in charge of relations with NGOs, while in option 2 we
have included it in the social planning function.
6. The Human Resource and Training Function
This is a key activity of the Fund which should become a Center for excellence in
training trainers for the different activities linked to its mission. It would organize
training sessions for its own staff, but also for the staff of other social institutions in
Lebanon.
It could also become a regional center for the Arab World.
7. ESFD Autonomy
Finally, the role of the ESFD should be enhanced further in order for it to carry out
the envisaged tasks. A law, with a clear mandate, should be passed by the Parliament
to give ESFD an independent and autonomous legal and administrative structure.
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