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SUMMARY

The report A profile of sustainable human development in Lebanon
E seeks to assemble a factual picture of various aspects bearing on the
life of people in the country and reviews related national policies and
their relevance to the achievement of sustainable human
development.

The report consists of four chapters. The first defines and explores the sustainable
human development concept, both at the general level and in the Lebanese
context; and, reviews the human development performance at the national level.
The second chapter deals with the evolution of the economy since the early 1970s
and with the government plans for reconstruction and development; the former
includes a review of the effects of the war period and the action towards economic
stabilization in the first half of the 1990s. Chapter three consists of a review and
analysis of sectors, thematic areas and situation of key social groups in relation to
sustainable human development, covered in twelve sections: poverty, safety nets,
labor, foreign labor, housing, health, education, women, youth, children, displaced
and environment. The fourth and last chapter examines the subject of social capital
formation as it relates to sustainable human development; it also contains an
analytical review of the elements forming the social fabric and their respective
roles, and of the relevance of political and democratic involvement in building social
capabilities; the chapter concludes by suggesting potential areas for action to
achieve this purpose.

The data presented in the report has been drawn from both original sources and
topical studies, and however imperfect represents the best currently available. In
keeping with the sustainable human development approach, as enunciated in the
literature published by the United Nations Development Programme (UNDP) on the
subject, qualitative aspects of development are also reviewed.

A new approach

Lebanon is in the phase of reconstitution of its political, economic and social
structures and institutions, following a long period of instability and violence which
started in 1975 and ended in October 1990. This aspect imparts special importance
to the choice of forms and content by which development manifests itself so as to
render it more than an act of mere replacement of what was in place previously.

In this sense, development cannot be a recapturing of the past, no matter how much
this past was synonymous with prosperity. It needs to be rather a forward-looking
endeavor and laying of foundations to meet future challenges. Hence, the urgent
need to draw lessons, both positive and negative, of the past and to put them to
good advantage. In addition to dealing with the effects and consequences of war, the
national development strategy must rectify structural imbalances which have
developed over time and prepare to confront current and future challenges, at both
regional and global levels.

Development - sustainable human development - is viewed in the report as a
process which aims to expand people's choices and enable them to participate in
decisions that affect their lives and well-being, in a manner that responds to their
ambitions and expectations. The concept thus formulated is based on four essential
components: productivity, social justice, sustainability and, participation and
empowerment of both individuals and groups; the latter component is novel and
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essential to the approach to development.

Sustainable human development is predicated on a forward-looking vision, and on a
new approach and mechanisms for dealing with problems of development that have
people at their core, both as a means and as an end. It combines a long-term
strategy with programmes that deal with temporary and urgent issues. In this sense,
development is viewed as a process embracing all facets and levels of human and
social endeavor. It is important that the new paradigm of development be put in
practice.

The Human Development Index (HDI) is a composite indicator of development
which provides a good measure of performance. According to the HDI, Lebanon
ranks in the middle of the medium human development category (UNDP 1996
Human Development Report). This position is explained by the effect of war on per
capita income, which will take a considerable time to recover. The social indicators
of the index were relatively unaffected by war, and in this respect the country has
remained at a relatively high level, particularly when compared to neighboring
countries. To improve the measurement of development performance of the
country, there is an urgent need for data development (in priority national accounts
data and basic surveys). This will also enable the formulation of a country-specific
index to seize the particularities of the country and of a gender-sensitive human
development index, as well as a human development index at sub-national level to
measure regional differences.

The economic dimension occupies thus a prominent place in this process, especially
in the circumstances of Lebanon. Sustainable development will not be possible
without achieving strong economic growth and high levels of productivity to meet
the growing needs of the population. International experience confirms a strong link
between economic development and human development; indeed, there can be no
sustainable economic development without human development, and vice versa.
Yet, according to this perception, economic growth on its own is a necessary but not
sufficient condition for sustained development.

Assets and Opportunities for Development
1. End of war and re-establishment of civil peace

The conclusion of the Taif Accord of 1989 brought an end to violence and destruction
and led to the re-establishment of security, ensuring the safety of citizens. People
could, once more, move freely and interact with each other, having been confined
within segmented areas during the war period. The state was able to regain its
functions which had been confiscated during the war. Democratic process was
reestablished and is being strengthened.

In the first years following the war the authorities also prepared for reconstruction
which initially has concentrated on the rehabilitation of the infrastructure as the
necessary basis for relaunching the economy.

2. Strong fundamentals of the society and economy

Since independence in 1943, Lebanon - a multi-cultural society, organized mainly
on sectarian basis - has been characterized by large public freedoms, which have
given it a distinctive position that made it a haven in the region, a place where
different ideas, currents and trends can be exposed and interact. This is reflected in
civil society, the composition of which is particularly diverse and the activities of
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which are rather well developed; and which is endowed with considerable potential.

The country is governed as a parliamentary democracy with authority concentrated
in the center. A strong central role is necessary for local government to function and
develop smoothly. The organization of elections at different levels is indicative of
the re-establishment of democratic process.

Economic life is organized under a liberal economic system with a high degree of
openness. With an economic tradition and environment favorable to private
investment, individual initiative and entrepreneurship have made the private sector
the dominant force in the economy. To this should be added the advantage inherent
in the network of Lebanese emigrants - individuals and economic entities - in
different parts of the world. These constitute invaluable human, economic and moral
assets that can contribute to the development of the country. The benefits that these
positive features could bring to the process of development should be fully
incorporated in the national development strategy and policies.

These attributes, which were important elements in the countrys economic and
cultural prosperity in the past, and which survived the war, constitute an important
source of strength for Lebanon to draw on in its efforts to rebuild the country and
revive the economy.

3. Remarkable initial recovery

The war and its consequences notwithstanding, the economy was able to withstand,
and adapt itself to, the variety of pressures to which it was exposed. Developments
in recent years indicate that the country has regained economic initiative and
vitality in more than one area.

The policy of exchange-based economic stabilization has been successful since 1993.
It has gradually restored and strengthened confidence of the business community in
the economy. The exchange rate was stabilized and on a year-to-year basis has
been slightly appreciating. Inflation has been brought under control. The rate of
dollarization was reduced significantly. A high rate of growth was achieved during
the 1993-1995 period (7.1 percent per year). Sustained large capital inflows have
more than offset the persistent deficit on the current account of the balance of
payments. The capacity of the banking and financial services sector was safeguarded
and is being re-established in priority, as a pivot for the regional role which the
country aspires to. In the latter connection, an open system of education and
information and relatively advanced health and engineering services sectors are
other assets of the country.

The first phase of reconstruction and development, namely the rehabilitation of the
physical infrastructure, initiated in a significant manner in 1993, has been completed
and has largely re-established normal operations of public services. This
performance has been facilitated by the Council for Development and
Reconstruction, the public institution entrusted with planning, mobilization of
external finance, and with overseeing that the implementation of reconstruction and
development conforms to international standards. The steps which have been
completed in reconstruction and development constitute an encouraging start of a
long-term process which will extend over a generation. The progress which has
been achieved so far is - by comparison with international experience - remarkable
and allows optimism as to the success of the ongoing programmes.

4. Human resources and institutions for development

Page 3



Summary

People are the main asset of Lebanon. The country, in general, does not suffer from
scarcity of skills and qualifications, except for technical and semi-skilled manpower.
The relative abundance of human resources provides a real possibility for the
country to forge ahead with development in the economic, social and cultural fields,
especially that the potential in terms of human, construction and supply capabilities
- including public, private and civil society institutions - is sufficiently large and
adaptable to cover the basic needs, when used properly and in a complementary
manner.

Hundreds of non-governmental organizations and institutions are active in the
social welfare and development fields in the different regions. These organizations
and institutions were able to confront war-related problems and to respond in an
efficient manner to urgent needs of the population in emergency situations. They
attract thousands of young volunteers - men and women - which form a large pool
that can be drawn upon to promote development. There is a need, however, to shift
from relief and social welfare to developmental activities and to improve
programmes and methods of work.

The information media, characterized by dynamism, multiplicity and high standard,
constitute an important developmental resource, with respect to the role they can
play in mobilizing and educating public opinion for development.

5. Framework for national recovery and development

The Horizon 2000 plan (1995-2007) is the framework for the countrys
reconstruction and development effort, incorporating overall objectives that fall
within the broad aim of achieving sustainable economic development, and focusing
on the rehabilitation of the physical infrastructure and the rebuilding of institutional
capabilities. Strategic options and priorities of recovery reflect the competing claims
of the many complex burdens of the past, and the challenges of the future. The plan
is flexible and the approach is dynamic, in that priorities and project
implementation are adjusted in accordance with the availability of financing and
changes in various other parameters.

The formulation of integrated sectoral planning frameworks, which incorporate both
physical investment and capacity development in terms of policy making, standard
setting, monitoring and enforcement, and reform and development of public
institutions, including human resources, would further enhance efficiency and
impact. Action at this level would also address the development of planning and
coordination capabilities of line ministries.

The ongoing efforts to build the physical, institutional, and legal frameworks must
be accelerated. Good progress has been made in the financial field; as a result, the
country has succeeded in securing from public and private sources the necessary
financial resources to start the reconstruction process. A number of initiatives have
been taken to promote and establish public-private partnerships.

The strategic vision of the countrys recovery plans is based on placing Lebanon
back on the map and recovering a regional and international role. This approach
implies building the necessary capacity to participate in the global economy. To
recover a regional and international role, two important and favourable factors are
the space for multicultural interaction, on the one hand, and an extensive network
of Lebanese presence abroad, both individuals and institutions, on the other.

Challenges of Sustainable Human Development
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The war which Lebanon endured interrupted the normal course of development and
was the major cause of the deterioration in political, economic, and social conditions.
The war also caused the country to fall behind with respect to the transformations
that were taking place at the global and regional levels. Moreover, the recovery
effort is faced with a number of deep-seated structural problems.

The burden from the past taxes the present efforts to forge ahead with
development, especially at a time when regional and international circumstances
are particularly challenging. The fact that the regional dimension of the countrys
crisis has so far remained unsolved constitutes a serious obstacle to development
efforts.

Globalization and communications are setting new standards and rules of
performance, to which it is imperative to adjust as soon as possible. This implies,
among others, rules governing international trade and the standards exports should
meet, and growing importance of private sector financing for development amidst
dwindling resources of development assistance, particularly for medium-income
countries.

The main challenges confronting development in the country are summarized as
follows:

1. Strengthening the sustainability of economic development

Notwithstanding improvements in the overall economic situation, the economy still
faces numerous difficulties, some of which are of domestic origin and others of
regional and international considerations. It is evident that the improvements which
have taken place so far have not yet generated the momentum of self - sustaining
development. Indeed, the distance that still needs to be traveled is considerable -
as may be gauged from the level of per capita GDP, which in 1995 was estimated at
just over 50 percent of the 1974 level.

A major challenge concerns the ability of the country to rapidly reduce the annual
public deficit and to sustain the burden of debt, which impacts on future generations;
this is to be dealt with through continued proper management of debt.

The industrial and agricultural sectors have demonstrated a capacity to withstand,
and adjust to, the difficulties and pressures to which they have been exposed.
Development strategy should, therefore, provide the environment and incentives
for these sectors to grow and to employ the returns generated to deal with poverty,
rural-urban migration, and the deterioration in the environment.

2. Increasing social productivity

The war has had serious effects at different levels and aggravated social problems,
as manifested in the increased incidence of relative poverty and socio-economic
differentiation . It is necessary to restore in priority the basis for social cohesion and
national integration and a climate propitious for development through remedying in
full one of the most serious consequences of war, namely, displacement and the
many problems it brought along. Some, but unsatisfactory progress has been
recorded in the return of the displaced to their areas of origin. The process is
wrought with obstacles, including inadequate resources. Payment of compensation,
made in priority for evacuation, has acted as a safety net rather than as
development support. The notion of the return of the displaced as a simple reverse
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process must be transformed into integrated capacity development based on
achieving local potential. Increased priority is required to coordinate the provision
of public services infrastructure and provision of incentives to reactivate economic,
social and cultural life. Existing mechanisms for promoting reconciliation and
participation are to be further strengthened and developed. “Aidoun”, a
UNDP-supported project, has provided technical support to the Ministry for the
Displaced and limited support for socio-economic rehabilitation, which merits to be
increased considerably.

Poverty in its absolute form is rare compared to prevalence of relative poverty.
Accurate assessment is not possible until the ongoing work towards defining poverty
at the national level and measuring it are completed. Recent survey results have
revealed a significant discrepancy between income levels and spending needs, to
the extent that a significant number of households face difficulties in meeting their
basic needs. This can be explained largely by the fact that low productivity
commands low wages. Considerable wage adjustments in recent years were simply
not enough to catch up with the steep rises in the cost of living of earlier years.
Action to increase economic productivity alone cannot remedy the situation. Strong
action is equally required to increase social productivity. This implies increased
availability of quality public services and universal access to services and resources.
To overcome the manifestations of poverty, it is essential to fully enlist the
participation of poor individuals and groups in development .

The legacy of the war period and the present phase of transition and adjustment
have brought considerable pressure on the economically disadvantaged and on
vulnerable groups which have not benefited from growth. Social safety netsin terms
of broad support and compensatory measures are therefore important. These take
the form of social insurance, which benefits roughly half of the population only;
social welfare through the Ministries of Health and Social Affairs - and NGOs; and,
compensatory payments to displaced and other persons affected by the war. There
is a strong case for rationalization and consolidation of social insurance systems and
for generalizing coverage. Safety nets can also be promoted through targeted
programmes to generate employment and to reduce poverty, and to improve
infrastructure and institutions for the delivery of social welfare services. The
Ministry of Social Affairs is entrusted with an important role to realize, through
participatory approaches and community development, the social development
potential.

Access to resources in the first place means well-remunerated and secure
employment to ensure sustainable livelihood. The labor market is rather well
endowed, but lacks diversification in skills and specialization to meet new
requirements from lagging behind in scientific and technological progress; and, from
the uneven geographical distribution of available skills. The labor participation rate
was 32 percent in 1996. There is a problem of under-utilization of the young and of
the capabilities of women (the latter represented 21 percent of the labor force
only). The labor market is characterized by considerable overt unemployment
estimated between 12-14 percent, with a much higher rate for young people, and
high levels of hidden unemployment. There is an important structural problem
manifested in the ineffective relationship between education and employment.

Foreign labor, the presence of which is massive and unregulated, contributes in a
significant manner to the reconstruction and economic recovery of the country.
There is need to regulate the presence of expatriate labor and to enforce
regulations. There is also a need to guarantee human and social rights and to
ensure minimal basic needs to foreign workers.
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The housing situation is particularly difficult for new households and economically
disadvantaged categories of the population. The real estate and construction boom
of the early 1990s led to a striking imbalance between supply and demand for
housing. Meeting housing needs of the majority of the Lebanese will have to be
conceived within a framework of balanced development, including allocation of
capital investment and economic growth, and in particular geared towards
improving the quality of life, rectifying rural-urban distortions, tax incentives, and
housing legislation and finance for better utilization of urban space and planning.

The health profile reveals a population in demographic and epidemiological
transition, with life expectancy increasing and natality, fertility and infant mortality
decreasing. Infants less than one year old die mainly of largely preventable
respiratory diseases. The leading cause of death among adults is non-communicable
diseases, mainly cardiovascular and cancer and an increasing incidence of chronic
diseases. The health care system is characterized by an inverted structure with
resources concentrated in heavy technology. There is a strong case for adaptable,
simple and affordable technologies at the first and secondary levels, and for heavy
emphasis on health promotion, disease prevention and rehabilitation services.
Health costs are high. The medical bill is mainly paid for by households,
notwithstanding social insurance and the fact that the Ministry of Public Health,
acting as a safety net provider, disburses more than 80 percent of its budget on
hospitalization costs in private hospitals for persons not covered by social insurance
schemes. An ambitious health sector reform programme is ongoing, managed by the
Ministry of Public Health. In addition to rehabilitation and capacity building of the
health system, the programme focuses on human resources development, health
finance reform and an increased direct role of the public sector in health care
delivery, including the rehabilitation and construction and the management of
hospitals and health care centers.

Education and human resources development are at the core of sustainable human
development. Education is, both at the individual and national level, a strategic
investment par excellence. The country has not yet achieved universal, compulsory
basic education; the enroliment rate of children aged 10-14 year was 93 percent in
1996. Access to, and capacity of, technical education and vocational training are
particularly limited, and not in tune with the needs of a country in the process of
reconstruction. Access to basic education suffers from high cost, and from limited
capacity in the public sector. Education achievement constitutes a problem. Large
discrepancies exist between the standards and orientation of education among
different schools in the public and private sectors, which does not help in promoting
social cohesion. A comprehensive plan to reform the sector was adopted in 1995 and
is under implementation by the Ministry of Education and the Center for Education
Research and Development. A new education programme structure was approved in
1996. Considerable progress has been made in developing new programmes to be
introduced at the different levels.

At an overall social level, children (0-14 years) remain essentially a family concern,
as there no effective legal or social protection for them outside the scope of the
family. Significant progress has been achieved in the field of health as the infant
mortality rate for infants below five years dropped to 32 per thousand in 1996
(infants below one year 28 per thousand); and immunization against polio and
triple vaccine have been nearly generalized. Also, substantial progress has been
achieved in school enrollment, even though at the pre-school level only 43 percent
are enrolled. Important discrepancies are observed in achievement according to
regions, social affiliation and the level of educational attainment by parents. There
is need for an effective child policy and for its strict enforcement.
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Youth (15-24 years) are the future wealth of the country; they are important agents
of development. To realize their potential, they must be geared towards developing
qualifications that will respond to their aspirations and that will secure productive
employment; this aspect raises the issue of the relevance of the education system to
the requirements of the labor market. Young people also need to have ready access
to housing to enable them to settle and build families. Finally, youth must be
encouraged to participate in public life and develop their ability to integrate in
society, a process to be facilitated by strengthening the cultural and societal
environment.

There has been some progress towards gender balance in development. There
appears to be no discrimination between men and women with respect to health
care and education - which is a significant achievement. Distortions still exist with
respect to illiteracy; 17.8 percent for females compared to 9.2 percent for males;
but more pronounced in the case of females above 45 years. Women account for
slightly over one-fifth of the labor force. There is discrimination with respect to
remuneration and other working conditions. Distortion is glaring in female
participation in political, economic and social decision making, both at the national
and local levels. Failure to take advantage of the qualifications of women in the
process of development is a most important source of lost opportunity. It is also an
indication of continuing social, economic, and legal discrimination against women.
Priority objectives are elimination of all discrimination and accession to related
international instruments and minimum levels of representation, if necessary to be
ensured at the political level during a medium-term period by establishing quota -
both will favorably affect sustainability of development.

3. Establishing environmental sustainability

The environment is in a dire state. Deterioration is such that preservation of the
natural resource base is compromised, and constitutes a threat to economic growth
and makes regeneration of a healthy environment a complex and costly matter.
Sustainability of the environment is to be ensured by adoption where needed, and
effective enforcement, of national policies and regulations; the latter implies
capacity development for environmental management.

Data indicate high pollution levels, in both urban and rural environments,
threatening health and natural resources. This includes air pollution caused by cars,
factories, electricity plants, and quarries; pollution of potable and sea water, and of
the soil, brought about by the improper disposal of liquid and solid waste,
deficiencies in sewage networks, and chemical pollution.

There is also considerable waste and misuse in the utilization of resources as
evident from soil erosion, desertification and misuse of forest and forest fires,
despite agriculture being the mainstay of the rural population; and archeological
and natural sites are not well-preserved. Urban development patterns are
unsustainable due to chaotic quarrying, privatization of maritime public property,
uncontrolled expansion of urban centers and traffic congestion compounded by the
weakness of public transport.

The absence of an effective environmental policy has resulted in a serious
aggravation of the situation and in considerable losses that can only be remedied in
the medium to longer term. In addition to capacity development, there is an urgent
need to increase environmental awareness among people, to adopt and enforce
policies and regulations and to implement at an accelerated rate government
programmes to regenerate a healthy living environment.
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4. Reducing regional disparities and eliminating distortions

Sustainable human development advocates that people are the central concern and
prime beneficiaries of development; this implies that benefits be spread widely
among individuals and groups and among regions. The origin of many of the
existing disparities and distortions can be traced to the pre-war and war periods.
Government intentions and plans aim to address these issues over time, and action
at a number of levels has been initiated in this respect. Gender disparities,
particularly at the economic and political levels are important and are
re-emphasized as a priority target for alleviation.

Economic growth of the past few years was generated mainly by real estate and
construction, and finance, banking, trade and tourism, the benefits of which mainly
accrued to the capital region and main cities. This has tended to weaken the
development impact which did not cover, to the extent desired, all regions and
groups, and distanced it from the requirements of sustainable human development.

Indicators concerning different sectors and groups consistently show regional
socio-economic differentiation, with a wide gap between remote rural areas and the
center. It is in remote rural areas where poverty thrives: economic activity remains
confined to low productivity agriculture; unemployment rates are high;
immunization of children, school enroliment, and female participation rates are low;
and, llliteracy rates are high.

5. Social Capital formation for human development

Development requires building and developing the capabilities of society and its
various components to enable people to make decisions and participate in
development. This is an essential task for successful development, which is rendered
difficult by the sequels of war which caused divisions in the social fabric.

Traditional social structures and ties continue generally to prevail as modern and
civic relations have not yet penetrated the social base. Social institutions and
groups (notably the family, the school and the media) tend to reproduce primary
affiliations of a family, sectarian, or regional nature, at the expense of the notion of
belonging to one country and society.

Social capital formation cannot occur at random and spontaneously. Achieving it
requires willful intervention, by public institutions and organizations of the civil
society, to delineate appropriate policies. International experience indicates that
the viable approach is through the promotion of democracy, participation and
decentralization; establishment of civic fora and platforms for citizens to interact;
and, according special importance to the education and information dimensions, be
it with respect to content or active means that strengthen the feelings of belonging
and collective action.

6. Promoting mechanisms of participation and democracy

Lebanon aspires to develop further the parliamentary system in place since
independence with a view to steering away from conflict and building consensus to
fit the requirements of a lasting civil peace, in which law is sovereign and
development is anchored in genuine democracy, and which makes it possible to
bring the Lebanese together and reduce conflicts between them. Mechanisms for
interaction between parliament and civil society are to be developed.
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Decentralization and municipal elections are key to strengthening political
representation at the local level and unleashing the potentials of individuals and
groups. Increased communication between citizens and the authorities at the local
level will contribute to stimulating interest and participation in public life.

Essential prerequisites to achieve objective of political sustainability are good
governance in general and an efficient administration in particular. A major point is
the imperative need to achieve the separation of politics and public administration;
so that the latter, once streamlined and reformed, can implement in an efficient
manner the responsibilities it is entrusted with.

There is also wide scope for more effective forms of dialogue, cooperation and
coordination at the level of civil society and its different components, and between
government and civil society.

Conclusion: A Partnership for Development

Development is not only a concern of the Government; it is also the responsibility of
every citizen and of the society as a whole. The promotion of development requires
the mobilization of all domestic resources within the framework of a strategy based
on the principle of participation in decision making and implementation. This
requires having space for interaction and dialogue among the stakeholders - the
state and the different social forces - to agree, first, on the instruments of dialogue,
and second, on the scope and contents of the development options and programmes.

A salient conclusion of the report is the endorsement of and strong support for the
idea - which has been deliberated by official, private sector, labor union and other
social bodies - to establish new and effective mechanisms to promote dialogue
between the government, and the private sector and representatives of the civil
society, towards a social contract for sustainable human development Such social
contract involves a partnership to realize the full potential of people, particularly of
less advantaged groups and individuals, and put the acquired potential to good use.
The law establishing the Economic and Social Council provides a useful framework,
but the initial important step needs to be completed by its formation and activation.
Other mechanisms are to be established and/or strengthened.

The purpose of a social contract for sustainable human development is to reach
agreement on the opportunities and resources available for progress and
development centered on people, and on the main obstacles related to it; and, in
the light of this to agree on priorities, areas and modalities of intervention, and
policies to ensure a fair sharing of the burdens and returns of development by the
different groups of society.

Successful negotiation and implementation of a social contract for sustainable
human development would greatly contribute to overcoming the main consequences
of the war period, on the one hand, and would be instrumental in starting to
confront the challenges resulting from globalization, on the other. The regional and
global challenges will engage the best of the capabilities of the state and society,
particularly if the objective of sustainable human development is to be achieved.

The adoption of such approach to define the course of development implies a
simultaneous and integrated effort on four parallel and interrelated axes.

1. Cohesion and unity of the state and society, and of their institutions: by
agreement on the roles of government, the private sector and the civil society in
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the development process; through reform of mechanisms of national and local
representation; through promotion of civil society mechanisms of dialogue and for
development, including the media as channel of communication and means of
monitoring and accountability, the schools as space for national interaction and local
development, and non-governmental organizations and trade unions as important
stakeholders in development; and, by implementing decentralization and
strengthening democratic mechanisms based on participation at the grass-roots

level.

2. A broad-based approach to sustainable development, in which the state is
entrusted with “engineering development”:

Defining a long-term vision and strategy,

A balanced development process supported by an enabling environment for
private sector development,

Rapid reduction of public deficit in the medium term and careful management
of the stock of debt,

Policies ensuring strong growth and rapid productivity increases, particularly
in the productive sectors,

Generating employment opportunities, in particular through promotion of
small and medium-sized enterprises.

Bringing about a small, highly efficient administration through its streamlining
and capacity development.

3. Human development policies aimed at increasing social productivity and
alleviating poverty through:

Access to key basic services, specifically basic education - which must be
compulsory and universal - and basic health care and shelter;

* Access to resources, in priority remunerative and stable employment;

Putting to full use the potential of all groups, in particular women and youth -
a specific effort is required to realize the potential of participation of women
in political and economic decision-making;

Generalizing basic social insurance and spreading social safety nets, in the
broad sense of support and compensation to assist vulnerable social groups
failing to benefit from development;

Enhancing the participation of disadvantaged groups and civil society at large
in development; and importantly,

Social integration by accelerating and completing in priority the return and
reintegration process of displaced persons.

4. Rational management of natural resources and the environment to preserve
assets and to equitably share the burden of development between present and
future generations in a manner that ensures sustainability. This will involve special
attention to the quality of life, including consumption patterns, urban development,
exploitation of natural resources, and to curbing pollution and the destruction of
nature.
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Chapter One: Sustainable Human Development in the Lebanese Context

CHAPTER ONE

* Sustainable Human Development Concept: a Definition
Comparison of the Conventional and New Development Perspectives
Issues Raised in connection with the Sustainable Human Development Concept
Issues in the Lebanese Context

* The Human Development Index and the Lebanese Context

SUSTAINABLE HUMAN DEVELOPMENT IN THE LEBANESE CONTEXT

A. Sustainable Human Development Concept: a Definition

Since 1960, the world went through three development decades in which economic growth was the central and
driving idea. During this period, countries experimented with different growth models. These varied between two
extremes. The first, statism, which exaggerated the role of the public sector and the state in economic and social
life to the extent of sometimes stifling the process of development itself and confiscating the independence and
initiative of civil society. The second, the liberal extreme, gave free reign to market forces and reduced the role
of the state and the public sector greatly.

A wide range of models sprang between these two extremes, especially in the developing countries. But the
dominant tendency was in favor of the free-market system, which gained ascendancy in the 1980s, with the belief
that economic growth was sufficient by itself to improve the well-being of people and to ensure progress of
societies becoming firmly rooted.

Notwithstanding considerable progress achieved in the past, a number of questions and issues remain
unanswered:

* Why did poverty in the world increase, and the gap between the rich and the poor widen, both between and
within countries, despite the multiplication of world output by several times ?

* Why did scientific and technological progress fail to prevent pollution of the environment and the
squandering of resources? and,

* Why did people in many parts of the world remain far from being well-off and happy?

To provide answers to these and other similar questions, the concept of 'sustainable human development
emerged as an alternative to approaches to development that do not have people at the center of their attention.

The new concept emphasizes the need to improve the quality of life and to have people at the center of the
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development process. This new conception has evolved as a result of efforts by a large number of researchers
drawing on the development experience in different parts of the world. It has been highlighted in the annual
Human Development Report which the United Nations Development Programme (UNDP) began publishing in
1990. This development came in response to the social and developmental problems afflicting contemporary
societies, which necessitated reversing the equation concerning the relation between economics and people to
consider the latter as the end which economics must serve.

According to the UNDP Administrator, Mr. James Gustave Speth, ""'sustainable human development is
development that not only generates economic growth but distributes its benefits equitably; that
regenerates the environment rather than destroying it; that empowers people rather than marginalizing
them. It gives priority to the poor, enlarging their choices and opportunities and providing for their
participation in decisions affecting them. It is development that is pro-poor, pro-nature, pro-jobs,
pro-women and pro-children™.

Sustainable human development can, therefore, be defined as " the enlargement of peoplés choices and
capabilities through the formation of social capital so as to meet as equitably as possible the needs of
current generations without compromising the needs of future ones.

The concept considers people to be the real wealth of a nation, and that human development is a process of
enlarging people’s choices. Of critical importance is the choice to lead a long and healthy life, to be educated and
to have access to resources needed for a decent standard of living. Human development, however, goes beyond
that to include political, economic and social freedom; to guarantee human rights and personal self-respect; and,
to provide opportunities for people to be productive and creative. Human development, then, is not development
of human resources but a human orientation to development. It denotes both the process of widening peoplés
choices and the level of their achieved well-being.

The concept and related approaches, analytical methodologies and procedures represent a comprehensive and
composite model, the components of which cannot be considered in isolation from each other. Sustainable human
development is concerned with both means and ends; it considers results and causes, and the phenomena and the
structures generating them. Its approach and methodology go beyond sectoral concerns and offer an integrated
analysis and comprehensive strategies for action.

The model combines a forward-looking vision and conception having humane and philosophical dimensions, with
practical plans and programmes that address problems and needs in the context of an integrated and
comprehensive long-term perspective. It is based on grassroots participation that stems from the willingness and
conviction of people to participate freely in shaping their present and future.

Human development is thus sustainable to the extent that it stems from peoplés choices, respects diversity and
multiplicity, achieves justice and equity, and embraces participatory methods and approaches.

B. Comparison of the Conventional and New Development Perspectives

The conventional attitude to development is predicated on a philosophy of progressive growth in production in
which people are approached as a resource and a means to achieve this growth. This perspective has contributed
to activate progress to the benefit of the economy and some people. It is based essentially on scientific and
technological progress, and its different applications in the areas of production, management, distribution,
marketing and promotion. The conventional development model has led to the achievement of unprecedented
production levels and development, though concentrated mainly in the industrialized countries. It has also led to
the control of nature by people and their exploitation of natural resources without due accountability.

These developments have also produced a radical transformation in production methods and processes and in
resource use. These were brought about by the rapid acquisition and exploitation of information technologies,
which altered the structure of employment and confronted workers, people and countries, especially developing
ones, with serious problems and disguised unemployment.
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The conventional pattern of development led countries and societies to embark on a race to achieve higher and
ever-increasing levels of material and economic growth. Concern with development was confined to the
achievement of higher economic growth rates to the neglect of income distribution effects and the equitable
sharing of benefits (the social bill), and disregard to the utilization of natural resources and the need for their
constant renewal (the environmental bill).

Development based on the maximization of material growth resulted in problems that varied in intensity between
rich and poor societies:

* Advancement of some at the expense of others, due to the expansion in the scope of monopolistic practices,
which led to the rise in the proportion of those unable to catch up, thus aggravating the risk of social
disruption.

* Negative impact on countries where modern technology and production methods, and the products they
helped to produce, were introduced suddenly and rapidly, thereby disrupting balance in their demographic,
economic and social structures.

* Impoverishment of nature and exhaustion of its resources as a result of irrational exploitation and neglect
to renew them, which increased poverty and affected the quality of life.

* Quantitative and material progress at the expense of qualitative and human progress.

The overall outcome of the conventional development pattern appears to be an increasing difficulty - if not,
almost impossibility - to maintain higher growth rates or to achieve social justice and equity in distributing its
benefits.

Proposed changes to the objectives of the conventional development model to arrive at the sustainable human development model

Objectives of current model Objectives of proposed model

* To achieve economic growth and development * To promote human development as the end
at an accelerated rate. result of development; and to give priority

to qualitative over quantitative progress.

* To ensure continuity of growth. ®* To restrain the notion of growth and link it

to ensuring the well being of everyone.

* To ensure the maximum possible control by * To protect nature and sources of life.
people over nature and the environment.

* To link organization and management with * To utilize organization and management as
efficiency in achieving growth. civilized tools to ensure development and

rights for all.

* To mobilize all means in the service of the * To promote and guide the economy to serve
economy. human development.

* To mobilize education and information, and * To free education and information and to
social activity in the service of economic promote their capacity to develop social
growth. identity.

* To develop the type of personality which can * To develop the type of personality that is
produce efficiently. independent, responsible and productive.

* To link urbanization with developing the * To promote urbanization as a civilized
material basis of life. expression of human progress.

& To promote citizenship based on conflict of 8 To promote citizenship based on equal
rights. opportunities and increased participation.

& To emphasize the individualistic traits in the 8 To promote independence in the framework
development of the human personality. of cohesive social relations.

This brings up the need to reconsider the prevailing notion and priorities of development, and to re-define its
orientation to move from the multiplicative, growth-oriented and monopolistic perspective to a human and
long-term development perspective, with emphasis on strengthening the relations between, on the one hand,
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individuals and society and, on the other, resources and the environment, within a framework of civil rights and
citizenship.

The sustainable human development model introduces basic modifications and re-emphasizes the following four

axes:

First: To consider people as the focal point in their relation with the land, society and the environment, with a view
to enabling them to improve the quality of their lives and to enrich their intrinsic human value.

Starting from this premise, the approach to development is re-examined at three levels :

Social relations: to deal with the causes and forms of subordination and exploitation and to help individuals
and groups enter into social-societal relationships on the basis of agreement and mutually recognized
rights.

Development: to organize it on the basis of people’s needs, culture, values, aspirations and common
interests, and to be linked with sustainability of the environment.

Current economic and consumption patterns: to emphasize scarce human and natural resources over
material progress, and to promote common interest and stability of society and environmental balance.

Second: To incorporate democratic and participatory practices in the management of public affairs, and in
decision-making relating to the planning, organization and implementation of development projects and welfare
activities.

This course provides the operational approaches for building the social fabric which embodies the ability of the
group to make decisions and control its destiny within a cohesive social framework; this requires focus on :

Existence of good governance and an efficient public administration, a system of political and administrative
responsibility and accountability, and decentralization of authority.

Existence of a political and legal system, the rule of law, and a just, independent and effective judicial
system.

Existence of legislation to protect human rights and public freedom.

Existence of an active civil society that commits people to development and enables them to participate
effectively in its planning and execution, by way of control, responsibility and accountability.

Third: To adopt just and impartial strategies and policies, i.e. to provide equal opportunities for all. Ensuring justice
could mean that the structures of authority, be it political or economic, may have to be reconsidered, which will
require measures of the following kind:

Elaboration of balanced economic strategies and policies with respect to sectors, regions and groups, with a
fair distribution of budgetary allocations; and the adoption of growth strategies taking into consideration
the following four conditions to render growth more responsive to people’s needs:
2 Emphasis on investment in education and health to enable people to participate in and benefit from
growth.
2 A more equitable distribution of productive assets and of benefits of growth, especially in the
agricultural sector.
2 Adoption of social policies which guarantee social security for all.
2 Adoption of productive employment policies.
Redistribution of income by tax policies that reduce the gap between the poor and rich.
Reform of the credit system, taking into consideration the needs of the poor.
Provision of equal political opportunities by reforming the electoral system.
Abolishing legal and social restrictions which inhibit access by women and minorities to some of the political
and economic decision-making centres.

Fourth: To deal with the environment as a basic source of life, welfare and sustainability.
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According to this approach, the impoverishment of the environment is an impoverishment of all people. It
suggests a dimension of poverty that results from deterioration in the quality of life to which all societies and
humanity aspire. Such an objective may not be achievable under existing patterns where natural resources are
exploited to the extent of depletion, with harmful effects to the ecological and environmentalequilibria. Any
disruption to these balances causes harm to people, society and nature to an extent that could threaten the
continuity and quality of life of future generations.

This dimension implies the need for a shift in the means and methods employed in dealing with natural resources.
This shift should embrace all levels, whether concerned with economic and development policies or with
prevailing values and mode of thinking; to replace the exploitative patterns by long-term investment patterns
that enrich and replace resources. Such a shift would encompass the means of production and geographical and
social distribution patterns as well as prevailing consumption patterns.

C. Issues Raised in Connection with the Sustainable Human Development Concept
1. National development options

The new concept proposes an alternative development model to replace the one-sided and non-sustainable
conventional models. In this respect, it differs by its critical assessment of the prevailing economic structures and
relations at the international and national levels; and of existing structures and relations of power and authority.
In the prevailing international context, criticism centres around the following aspects :

®* The prevailing liberal economic philosophy, especially extremism in adopting the notion of free markets
and economic legislation, without consideration of its social consequences.

* The inequitable and unjust relations between North and South, and the rules and conditions of international
trade and structural adjustment policies for their high economic, social and human cost to developing
countries.

* Power and authority relations at the international level stipulating democracy, transparency and
participation as political and social prerequisites and basic ingredients of the development process.

* Prevailing value systems and inadequate proposals of alternatives to restore respect to human dignity,
solidarity, voluntary social work, and to put a limit on extreme individualism, and to reconsider the
extravagant consumer life styles destructive of the environment and of natural resources.

This critical dimension gives the sustainable human development concept a real existence in time and place, as it
interacts - in conflict or agreement - with notions, systems and programmes governing the contemporary world.
The question remains, however, whether this critical dimension can be reflected in practice in attitudes and
actions faced with prevailing development options ?

The liberal economic notion, on which present growth models and structural adjustment programmes are based,
emphasizes the existence of a structural crisis in the public sector and in state models of economic management. It
does not, however, admit that there is also a crisis in the market itself and in the relation between scientific and
technological progress, on the one hand, and society and the environment, on the other. In contrast, the
sustainable human development concept is predicated on the recognition that such a three-dimensional crisis
exists, i.e. a crisis of the market, science, and the state, and suggests comprehensive alternatives on that basis.

The theoretical and practical issues raised by the concept of sustainable human development are not confined to
the global level, but are also raised at the national level. In practice, however, the issues are not that clear-cut.
Thus, it can be observed that despite the critical stance adopted with respect to the way the mechanisms of the
world economy and structural adjustment policies function, this is not evident in an explicit and tangible manner
in positions regarding national policies affected by these mechanisms. In practice, it is found that proponents of
the sustainable human development concept quite often shun from translating their ideas into growth options and
alternative macro-economic policies. They behave in effect as if their concern was confined to the social aspects of
development in its narrow and local connotation. This contradicts the essence of the concept which recognizes the
importance of the two levels and their inter-connection. The failure to translate the notions and approaches
embodied in the concept into practical steps would justify claims that the concept of sustainable human
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development is nothing but a utopian philosophy which is not amenable to translation into economic choices and
realistic national growth options; and, that at best it can only modify these to give more attention to the human
and social aspects.

2. The attitude towards the state and sovereignty

There are two aspects to globalization. The first is factual, in the sense of being a manifestation of the universality
of some issues (the environment in particular), and the globalization of the economy, culture, mass
communications and information. The second is willful, and is manifested in particular in the attempt to
consolidate decision-making at the apex of the global pyramid.

Faced with these factual transformations, the boundaries and sovereignty of states, in their legal-constitutional
interpretation, lose much of their functions and effectiveness. States are also exposed to strong pressure by the
centres of international decision which constrains their margin of independence and ability to choose their own

growth and development path.

The concept of sustainable human development is critical of this situation. It considers globalization as it has
evolved until now to be deficient. Whereas globalization has progressed considerably and evolved its own
instruments and mechanisms, the contemporary world does not have a universal political and social
administration with its own effective institutions. Hence, the inequality which exists in the sphere of international
relations, and the subordination of international decisions and institutions to the interests of the stronger party.

However, sustainable human development is also a universal concept. It calls for the adoption of unified
international principles and standards to evaluate international and national policies; it does not equate between
governments (and their policies), and between people (an their interests). Hence, its denial of governments
persecuting their people under the pretext of exercising their sovereignty within their recognized geographical
boundaries.

While this position may appear to be justified from the point of view of principle, in its application, it assumes
dimensions that remain open to discussion and objection. To accept giving an international party such a right in
the absence of democratic mechanisms that provide for effective participation at the global level, means giving
the stronger side in the world system, and the dominant cultures, the right to determine what is in the interest of
one country or another. This represents a real risk.

It should also be added that the literature advocating the new concept does not distinguish in practical
applications between governments, and between states and countries being national and geographical entities
having historical and symbolic dimensions of their own, which are embedded in peopl€'s conscience, and which
constitute the main framework within which social interaction and decisions regarding the present and future are
taken. Therefore, generalized talk about discarding the notion of the sovereign state, and recognizing all sorts of
social, ethnic and tribal formations, admitting the right of cultural, religious and sectarian multiplicity, etc., and
recognizing the right of self-determination for the various factions on this basis, becomes questionable.

Failure of the concept of sustainable human development to be differentiated at this level threatens to transform
it into another tool of globalization in its present deficient form. Harmony with the essence of the concept implies
the need to recognize the particularity of the nation-state formation and its great significance for development,
especially in developing countries. It requires a deeper understanding of the role of the state (being the primary
institutional apparatus for the management of society) in this operation and a clear differentiation between the
state and the public sector, avoiding to reduce it to the latter. It is also essential to refrain from applying
ready-made prescriptions to determine, in isolation from the specific characteristics and features of each country,
what should be the role of the public, private and civil sectors in development.

3. Human development and the cultural dimension

The cultural dimension of sustainable human development is still not adequately developed. Reference to this
aspect is often made under such labels as traditions and values, and cultural systems specific to a society, that

Page 6



Chapter One: Sustainable Human Development in the Lebanese Context

should be observed in determining development options appropriate for that society.

This approach embodies a basic argument for refusing the idea of a single development model and pattern for all
countries to follow. This is because sustainable human development is development which is in harmony with
traditions and historical characteristics, and one that draws on these features to determine the appropriate
development pattern for each society. While this is a sound approach, the following reservations should be borne
in mind:

* Sufficient effort has not yet been made to define what is meant by culture and the cultural dimension in the
context of the new concept. There is also a tendency in some of the literature to reduce this dimension to
one of its components (e.g. traditions, religion), to the exclusion of other important aspects.

* The risk of slipping into anthropological comparison to distinguish essentially between two types of
societies: modern and traditional, from which to proceed and try to justify any type of choice on grounds of
specificity.

* |In the absence of democratic and participatory mechanisms at the level of international relations, and
unequal opportunities in the sphere of information and cultural capabilities, there are no safeguards against
cultural domination by the parties with the stronger production and dissemination capabilities.

In summary, it can be stated that the cultural dimension in the sustainable human development concept needs
further clarification at both the international and national levels.

D. Issues in the Lebanese Context

Lebanon is going through a phase of reconstitution following a long war. The terminology being used to describe
the content of the operation underway covers political, economic and social aspects, and refers to: building the
state, reconstruction, economic recovery, rehabilitation of the infrastructure, consolidating national unity, etc. The
purport of these terms varies from the wishful and emotional intent, to the formulation of new legislation, to
economic projects, and to plans and projects to rehabilitate the infrastructure and institutions.

In what follows, an attempt is made to examine the extent to which the national development option is in
harmony with the methodology and substance of sustainable human development. The immediate purpose of this
exercise is to assess the epistemic and critical dimensions of this concept and their relevance for evaluating the
Lebanese development experience, and to find the distinctive aspects on which this concept sheds light compared
with conventional approaches.

1. Strategy and priorities

The war resulted in enormous problems, the effects of which extended into the economic, social and cultural
domains, affecting both infrastructure and institutional capabilities. The war also caused an aggravation of the
structural imbalances that existed before 1975 (and which were among the factors that led to the outbreak of the
crisis). The many and complex issues put different claims on the strategic options for the countris recovery and
the priorities of action.

There is general agreement on the absolute priority to consolidate national authority and to build civil peace. To
achieve the reconstruction and development of the country, there are different options which have been subject of
debate.

Among the possible alternatives, one option accords priority to achieving high levels of economic growth and to
rapidly raising productivity. There is strong emphasis on financial and economic frameworks and capacities,
infrastructure development, and science and technology. Under this option, it is generally considered that
economic growth will ultimately result in resolving social problems.

Another option puts forward the human dimension of development under sustainable development policies and
more moderate economic growth. Maintaining strong economic fundamentals, designed to meet broader
socio-economic goals, the aim is people-centered development providing universal access to resources and
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services and creating opportunities to fully utilize human potentials. This option accords priority to systems and
capabilities, and highly values participatory development and a strong process of social capital formation. Under
this option, it is attempted to create a mutually reinforcing relationship between economic growth and human
development.

2. Social content of the adopted option

The social content of the development option can be defined by means of two criteria: the first relates to the
substance of agreed programmes and projects, and the identity of the beneficiaries; the second relates to the
share of various social factions in financing development and its burdens, and the manner of distributing its
benefits among them.

This issue can be examined from more than one perspective. For example, projects of infrastructure are beneficial
to all Lebanese citizens, in that they provide a minimum of primary and basic services needed to improve the
quality of life, as well as for undertaking economic activity and increasing production. The issue becomes more
complicated when it comes to the nature of the economic and social options that development stimulates, the
distribution of its benefits among various population categories and regions, and its social impact.

The basic issue remains knowing whether or not the programmes adopted respond to critical needs such as
alleviation of poverty, enabling and empowering women, creating productive employment opportunities. In this
connection, a distinction ought to be made between the relatively short time needed to complete projects of
infrastructure, and the much longer time required to achieve progress on the social front; hence, the relatively
"transient" nature of the priorities accorded to projects of infrastructure.

The Human Development Report (1996), commenting on the stabilization and structural adjustment programmes
of the World Bank and the International Monetary Fund, states that "these policies often balanced budgets by
unbalancing people's lives". The question here becomes whether the general criticism is also applicable in the
case of Lebanon.

There is no doubt about the importance of containing the deficit in the general budget, and the implications this
could have on dealing with living conditions and development problems. The question that arises is whether this
reduction should be brought about by taxing the present generation, disposing of assets, and/or long-term
borrowing. In this context, a basic issue relates to tax policy and the extent to which it is able to reconcile the aim
of attracting foreign capital and investment - by lowering taxes on profits and offering other facilities - with
redistributing income more equitably and reducing social disparities, without burdening the poor and middle class
unduly?

3. Supporting environment

Development is a comprehensive and long-term process. Hence, any disaggregation, be it sectoral or temporal,
should only be carried out in the context of an integrated strategy and vision. From this perspective, the success
of development, or even sectoral plans, is inconceivable in the absence of an environment supportive of
sustainable human development. The following elements of such environment may be emphasized.

* A suitable political environment (democracy, transparency, accountability, participation, alternation of
authority, etc.).

* A legislative environment favorable to development with emphasis on the principle of the sovereignty of
law, continuity and stability of legislation, and the formulation of laws to help orient development in the
desired direction.

* An administrative and institutional set-up at the national and local levels capable of implementing
development plans in an effective, impartial and honest manner, and constituting a channel for genuine
participation.

* A supportive cultural environment with a basic role for the information media and the school, in addition to
prevailing patterns and value systems.
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4. Sustainability

This issue has four dimensions. Thefirst one relates to economic issues, including transfer of technology and
productivity growth; the relationship between poverty and development, and the need for an appropriate
poverty alleviation strategy; and, financial resources for development. With respect to the latter, there is the
issue of the public debt, both internal and external, which constitutes the main source of financing the ongoing
development effort. In the present circumstances, it is difficult to conceive development without resorting to
borrowing. Questions which arise then concern the ability of the country to sustain the burden of debt, and its
impact on future generations who will have to service and repay the debt. The real issues relating to debt boil
down to proper management of the public debt, keeping it within limits enabling the authorities to retain control
over it and to repay it from the returns of growth which it is supposed to generate.

The second dimension relates to the manner of managing the country's natural resources and environment.
Management has been generally characterized by considerable losses and waste, threatening the depletion and
destruction of some resources, and creating problems by depriving people from enjoying these natural resources
on equal basis. Critical aspects of sustainability of natural resources in the environment relate to efficiency of
resource use; sharing the burden of managing global resources; saving (enough) for the future; etc.; and, imply
improved land and water management, reforestation, pollution abatement measures, support for biodiversity and
protected areas, and sanitary services for all, etc.

The third dimension concerns social aspects and involves issues of human resources development, including
population, demography and health, education and employment, and housing and human settlements. One
specific issue pertains to the growth rate and patterns of urbanization, and its relationship to development; in this
connexion, further concentration of population in already crowded cities and in compounding environmental,
social and urban problems, is of particular importance.

The last dimension concerns institutions and comprises the roles of the public and private sectors, including
privatization, the structure of government and decentralization, and the efficiency of the administration.

5. The mechanism for formulating development policies

The sustainable human development approach implies a close link between the mechanisms used for drawing up
development strategies and the content of the development process - from the definition of needs to making
decisions and implementation. Often, the mechanisms employed reveal the true aims of a development option. If
the objectives and programmes are truly developmental and respond to the needs of a broad segment of the
population, then transparency and participation in making decisions will be an element of strength, enrichment
and success of the proposed programme; the opposite being also true.

The distinctive approach of the sustainable human development concept draws attention to the need to ponder
the mechanisms used in elaborating overall and sectoral policies and plans of economic recovery and
reconstruction. This includes knowing how requirements and priorities are defined, where decisions are made,
who is responsible for execution, and whether there is really transparency with respect to information related to
the plan. The aim of these queries is to help find the means for involving the various forces in society - the
government, private sector, and the civil society - in shouldering the responsibilities of development.

6. Concluding observation

The above represent an example of the issues that the concept of sustainable human development evokes in the
Lebanese context. However, it is worth to point out that this type of approach for evaluating the development
process is not common in Lebanon. It can be stated in general that the debate, whether supportive or not, and the
policies and plans being implemented, has been marked by traditional approaches, most often confined to narrow
economic considerations, and which have remained captive of sectoral or technical perspectives.

The purpose of the discussion in this section was to establish that the sustainable human development concept and
its distinct approach constitute an instrument of learning and a useful analytical framework in the Lebanese
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context; and that they also help to raise questions that traditional approaches tend to gloss over or neglect. They
also help to provide alternative options. As for actual answers, these must ultimately be the outcome of a
collective intellectual and pragmatic endeavor.

E. The Human Development Index and the Lebanese Context

UNDP has been publishing since 1990 an annual report titled: Human Development Report ; of which seven issues
have so far appeared. The annual Human Development Report, although not the first to take up the subject of
human development, made a basic contribution by enriching the concept and discussion, and giving it an
unprecedented dissemination world-wide.

These reports are similar with respect to their aims and overall orientation. A constant feature in the reports is
the detailed statistical tabulations covering various aspects of human development. There are more than 200
different types of data extending from the state of health and education to economics, environment, the social
fabric, etc., classified in illustrative tables and covering more than 170 countries. This information is used to
derive numerical indicators to compare achievements in different countries, and to prepare the basic statistical
table that gives the human development index (HDI) and its components, where countries are ranked according
to a composite index that combines three basic indicators: life expectancy, educational attainment and income.

The contents of the report, however, are not restricted to the presentation of statistical tables. There is also an
analytical part concerned with major developments relating to the concept of human development, and the main
problems and achievements in the field.

1. Improvements to the index and its measurement

The annual Human Development Report constituted the first comprehensive attempt to measure achievements in
development expressed in terms of numerical indicators that permit inter-country comparisons. Despite the
reservations expressed on the use of such indicators to measure sustainable human development, the step was
considered necessary to enlarge the scope and means that were being used, and which were limited to gross
national product (GNP) or gross domestic product (GDP) series, and per capita shares in these aggregates. The
report introduced the HDI which combines life expectancy, educational attainment and income indicators to give a
composite measure of human development.

The reports have also helped to stimulate competition between countries to try and achieve new development
objectives, instead of concentrating on the accumulation of wealth without any consideration as to how it is being
used. They have also stimulated discussion at the national level of the development options being pursued, and
the need to explore other alternatives that are more appropriate to the material and psychological needs of
people.

There is no doubt that the human development reports - by their emphasis on putting people at the center of
development, and rehabilitation of the social and human dimension - have also helped to persuade many
countries and institutions to give these aspects the importance they deserve. These concerns found expression in
the World Summit for Social Development (Copenhagen, March 1995), where UNDP, and the Human
Development Reports, made a significant contribution which was recognized during the Summit itself and in the
follow-up to its resolutions.

The Human Development Reports, 1990-1996

The first report (1990) focused on elaborating the concept of human development and on highlighting
differences between this concept and mere indicators of economic growth. Its conclusions served to
emphasize that the human development index was different from income indicators; and that two
countries having the same level of income can occupy different positions on the development scale. The
report also stressed the importance of a conducive external environment for achieving human
development.
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The second report (1991) tried to answer the question whether it would be possible to reconsider the
allocation of resources in line with the requirements of development, and if political management has a
major role to play in this connection. The report also tried to introduce a measure for freedom and
human rights to be incorporated in the HDI.

The third report (1992) considered the international economic environment and concluded that there is
need to improve the terms on which the weaker partners engage in international trade and finance. It
put special emphasis on the widening gap between the industrialized countries and the developing
countries with respect to income and wealth, and their ability to take advantage of the opportunities
offered by international trade and the global economy.

The participation of people as a condition for the success of development was stressed in thefourth
report (1993), which also suggested a number of features that should characterize political life
especially: democracy, transparency, decentralization, and promoting participation by the civil society
as a full partner in development decisions and implementation.

The publication of the fifth report (1994) coincided with the preparations to convene the social summit
(Copenhagen, March 1995). The report introduced the concept of social security and focused on the
major social problems confronting the world including poverty, unemployment and social disintegration,
that were on the agenda of the summit.

The main theme of the sixth report (1995) was gender equality, on the occasion of the International
Conference on Women (Beijing, September 1995).

The seventh report (1996) explored the link between economic growth and human development. It
pointed out that while a number of countries have benefited from economic growth to improve the
human development situation, in a large number of other countries the situation has deteriorated. The
report revealed the widening gap between rich and poor nations, and argued for avoiding growth
models which it described as jobless, ruthless, voiceless, rootless, and futureless, in favor of sustainable
human development.

These positive aspects have not spared the Human Development Report from criticism, especially the HDI and the
attempt to measure the process of development in quantitative terms. As a result of the continued efforts of
researchers, and in light of needs, obstacles and criticisms, a number of improvements have been introduced on
the index and the methodology used in its measurement. The main improvements that have been adopted in the
more recent reports are summarized below.

a. The concept and the index. The Human Development Report recognizes that the concept of human
development is much deeper and richer than the components of the index used in its measurement, namely: life
expectancy at birth, educational attainment and per capita income. This composite index is broader than the
purely economic indicators that have been used before (total and per capita GNP and GDP). The lack of reliable
and comparable data for all countries on possible additional indicators and measures (e.g. income distribution,
gender equality, regional disparities in development) explains why the HDI has remained so far confined to the
above mentioned elements. Also, incomplete coverage would distract from the universality of the report and,
hence, reduce its usefulness as a yardstick for inter-country comparisons. However, the possibility of adding new
elements remains, once specific types of information become available for all countries. In the meantime, the
limited scope of the HDI has been compensated for by the detailed statistical information covering various aspects
of life, and by the in-depth analyses, contained in the reports.

A primer on the human development index

® Why do we need a human development index?
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Because national progress tends otherwise to be measured by GNP alone, many people have looked for
a better, more comprehensive socio-economic measure. The human development index is a
contribution to this search.

® What does the HDI include?

The HDI is a composite of three basic components of human development: longevity, knowledge and
standard of living. Longevity is measured by life expectancy. Knowledge is measured by a combination
of adult literacy (two-thirds weight) and combined primary, secondary and tertiary enrollment ratios
(one-third weight). Standard of living is measured by purchasing power, based on real GDP per capita
adjusted for the local cost of living (purchasing power parity, or PPP).

® Why only three components?

The ideal would be to reflect all aspects of human experience. The lack of data imposes some limits on
this, and more indicators could perhaps be added as the information becomes available. But more
indicators would not necessarily be better. Some might overlap with existing indicators: infant
mortality, for example, is already reflected in life expectancy. And adding more variables could confuse
the picture and detract from the main trends.

® How to combine indicators measured in different units?

The measuring rod for GNP is money. The breakthrough for the HDI, however, was to find a common
measuring rod for the socio-economic distance traveled. The HDI sets a minimum and a maximum for
each dimension and then shows where each country stands in relation to these scales - expressed as a
value between 0 and 1. So, since the minimum adult literacy rate is 0% and the maximum is 100%, the
literacy component of knowledge for a country where the literacy rate is 75% would be 0.75. Similarly,
the minimum for life expectancy is 25 years and the maximum is 85 years, so the longevity component
for a country where life expectancy is 55 years would be 0.5. For income, the minimum is $100 (PPP)
and the maximum is $ 40,000 (PPP). Income above the average world income is adjusted using a
progressively higher discount rate. The scores for the three dimensions are then averaged in an overall
index.

® Is it not misleading to talk of a singleHDI for a country with great inequality?

National averages can conceal much. The best solution would be create separate HDIs for the most
significant groups: by gender, for example, or by income group, geographical region, race or ethnic
group. Separate HDIs would reveal a more detailed profile of human deprivation in each country, and
disaggregated HDIs are already being attempted for countries with sufficient data.

® How can the HDI be used?

The HDI offers an alternative to GNP for measuring the relative socio-economic progress of nations. It
enables people and their governments to evaluate progress over time - and to determine priorities for
policy intervention. It also permits instructive comparisons of the experiences in different countries.

b. Accuracy of data and their analytical usefulness. Three issues are raised in this connection. Thefirst issue

relates to the accuracy of the figures themselves - a problem that varies from one country to another depending
on the quality of the statistical base. The remedy to this problem is in filling the gaps, and in finding the means to

provide the needed statistics on a continuing basis. Efforts are also needed at the international level to
standardize the means and methods of measurement to facilitate comparisons.

The second problem concerns the extent to which the data reflect the actual situation. The main shortcoming in

this respect is that the indicators are restricted to international, regional and national averages. But,
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international averages conceal regional and national differences; regional averages conceal differences between
countries; and national averages, in turn, conceal differences between different regions and groups within the
same country. The remedy lies in the preparation of more detailed regional and, especially, national reports
incorporating the various indicators to give a better picture of the state of human development.

The third problem relates to the level, depth and consistency of the analysis; figures alone will not be adequate to
diagnose the situation and propose remedies; a comprehensive and well integrated analysis is needed.

2. Lebanon's position in the 1996HDI

Lebanon occupies rank 97 in the HDI rankings for 1996, out of a total of 174 countries; it falls in the medium
human development category (from rank 58 - Brazil to rank 126 - Papua New Guinea). The ranking of Lebanon
fell back as a result of the 1975-1990 war period. Lebanon could otherwise have been among the countries at the
top of the medium human development category, if not among the high human development category.

Table I-1 shows Lebanon’s position and that of eightneighbouring countries; it also shows average performance
of the high human development and medium human development categories. At the outset, it is in order to point
out again that an inter-country comparison involving Lebanon must be handled carefully, due to the lack of
reliable statistics in a number of important domains, including national accounts and different areas of
socio-economic statistics (e.g. data underlying life expectancy).

The human development rank of Lebanon is below that of mostneighbouring countries but marginally better than
the average for the Arab countries (0.633) and for the medium human development category. There can be no
doubt, however, that there remains a considerable distance to be traveled to reach the average level of the high
human development category.

The country’s human development performance is explained by the sharp economic deterioration caused by the
war. It is obvious from the data in the table below that the country is lagging principally with respect to real GDP
per capita. To regain lost ground will take tremendous efforts and considerable time.

The position of Lebanon with respect to the other components of theHDI compares favourably with the average
level of the medium human development category, and rather well to the average level of the high human
development category. The performance of Lebanon with respect to the social dimension of the HDI is generally
far better than that of its immediate neigbours and Arab countries.

It can be concluded that the achievement of high levels of growth over a sustained period of time is an important
national objective for Lebanon; this will require, among others, in priority, deep fiscal and administrative reforms
- and it should not distract from the imperative need for quantitative and qualitative improvement with respect to
the human and sustainable dimensions of development.

Table I-1: Human development index: Lebanon and eight neighboring countries, 1996

Country Life Adult Combined Real Adjusted Life Education | GDP Human Real
(HDI rank) expectancy | literacy first, GDP real GDP | expectancy index index || development| GDP
at birth rate second per per index index per
and third capita capita capita
(Years) (%0) level gross
enroliment [ (PPP$) (PPP$) (PPP$)
ratio
(%0) rank
minus
HDI
rank>
High human 73.8 97.2 79 14,922 | 5,908 y y y 0.901
development
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Cyprus (23) 77.1 94 76 14,060 | 5,904 0.87 0.88 0.98 0.909 7
Israel (24) 76.6 95.0 76 15,130 | 5,909 0.86 0.89 0.98 0.908 4
Medium
human 67.0 80.7 62 3,044 3,044 . . . 0.647
development
Jordan (70) 68.1 84.8 66 4,380 4,380 0.72 0.79 0.72 0.741 -1
Tunisia
68.0 64.1 66 4,950 4,950 0.72 0.65 0.82 0.727 -14
(78)
Turkey (84) 66.7 81.1 62 4,210 4,210 0.69 0.75 0.69 0.711 -12
Syria (92) 67.3 68.7 65 4,196 4,196 0.71 0.68 0.69 0.690 -19
Le(%a;‘)(’” 68.7 91.7 74 2,500 2,500 0.73 0.86 0.40 0.664 10
Egypt (106) 63.9 49.8 69 3,800 3,800 0.65 0.56 0.62 0.611 -30
Iraq (109) 66.1 55.7 55 3,413 3,413 0.68 0.55 0.66 0.599 -24

Source: UNDP, Human Development Report, 1996, (New York/Oxford, Oxford University Press), 1996; Table 1:
Human Development Index, p. 136.

* A positive figure shows that theHDI rank is better than the real GDP per capita (PPP$) rank; a negative entry
shows the opposite.

One salient feature relates to the real GDP per capita minus HDI rank. As seen from the table, Cyprus and Israel,
both countries of the high human development category, have a positive figure, indicative of human development
leading over economic development. Conversely, the situation in neighbouring Arab countries and Turkey, all in
the medium human development category, shows a negative figure, indicative of economic development leading
human development (possibly with weak links in view of the important gap in ranking, with the exception of
Jordan). The situation of Lebanon, where the HDI rank is better than the real GDP per capita rank, is particular,
as already pointed out above (effect of the economic collapse of the mid-1980s).

As more reliable and accurate basic statistics become available, a better, more precise calculation of the HDI for
Lebanon will become possible. The compilation and processing of sub-national data and indices will be a priority,
as pointed out elsewhere, in order to seize the particularities of the Lebanese situation. It is an urgent task to
undertake all basic surveys and specialized statistical studies to reach this objective soonest.

3. Suggestions for improving development measurement

Measuring development, and expressing it numerically, is a difficult and complex task. The operation can lose its
meaning if it is reduced to a mere mechanical process based on readily available criteria and borrowed models.

Progress in development should be measured against clearly defined national objectives (and broad human
values and objectives). Development is concerned with promoting the potential of a country which should then be
used to meet people’s material and moral needs. In this sense, the three conventional components of theHDI may
be adequate as general indicators for use in international comparisons; however, the actual measurement of
development at the national level would require more detailed investigation.

In Lebanon, the main difficulty hindering quantitative measurement is the lack of adequate and reliable statistical

series. Moreover, having only recently emerged from a long war, the situation requires that a large number of
qualitative and complex phenomena be studied. Hence, the point of departure in this process is to define
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immediate, medium and long-term targets at the economic, social and human levels, to be used as a yardstick
against which progress, or lack of it, can be measured.

In the light of these observations, the main requirements for developing the scope and means of measuring
human development in Lebanon can be summarized as follows :

a. General conditions. Provision of a broad and reliable data base by undertaking basic surveys and studies
covering various economic and social aspects, especially population and demographic variables; GDP and

national accounts measurement; household and living standard measurement surveys; manpower and labour
surveys; and, in addition surveys on education, health and the state of natural resources and the environment.
These surveys would provide the basis for the establishment of a comprehensive national database; data should
be disaggregated by gender, by region (including rural/urban), by social category. The latter is absolutely
essential as national aggregates do not reflect the specificities of the complex situation of Lebanon. It is noted that
the above basic surveys and studies are ongoing and are planned all to be completed by early 1998.

b. Measurement of income and the standard of living.

* Measurement of regional disparities, including indicators of the distribution of agricultural holdings and of
rural poverty. Drawing a poverty map which depicts the spread of poverty.
Measurement of income levels and income distribution among social groups. Defining poverty lines.
In-depth studies of the needs and potential of different social groups such as women, youth and the poor.
Measurement of the distribution of government expenditures by purpose, especially the following four
ratios or percentages: ratio of government expenditures to GDP; share of social sectors in total
government expenditures; share of aggregate social expenditures allocated to human development; and,
share of GDP allocated to human development.

c. Life and health indicators.

* Compilation of the statistics needed for the accurate measurement of life expectancy at birth.
Expansion of the scope of health indicators to include : infant and maternal mortality rates, extent of
immunization and diseases covered, spread of illness and malnutrition, and availability of health services in
cities and rural areas.

d . Measurement of educational attainment. Study the disparities in the education sector which render indicators
of school enrollment and level of education inadequate. More specifically, study the disparities between private
and public education and their social implications; the level of vocational and general education; and, the quality
of education. This will help deal with the phenomena of school drop-outs, retardation and low attainment, the link
between education and the labor market, and the role of education in preparing individuals and groups for
involvement in development. This will allow capturing the variations in the quality of education depending on the
type of school (public or private), geographic location (the capital and cities, poor rural communities), the level of
education and the type and kind of private schools.

e. Measurement of freedoms and level of participation. Measurement of basic freedoms and levels of democracy in
society, including the freedom of information and syndication, and the extent and forms of peoples participation
in public affairs. Public opinion polls on freedoms and democracy and peoples’ attitude towards public affairs and
with respect to participation or exclusion will be indicative in this respect.

f. Measurement of the quality of life Measurement of the quality of life with emphasis on : the natural
environment, air and water pollution, urban and rural habitat, quality and adequacy of housing and transport,
and the availability of cultural and recreational outlets and activities.

The type of observations and suggestions for improving the measurement of sustainable human development
made above does not apply to Lebanon only. The need for such improvements stems from the wide gap which
exists in general between the concept itself and the means available for measuring it quantitatively.
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The distinct methodology and approach of the sustainable human development concept confront researchers,

including statisticians, with new tasks that did not arise in connection with the use of conventional methodologies .
These tasks include:

* Ability to diagnose the facts and problems of life as people live, see and feel them, and not to be content

with measures and criteria developed at the global level. This means that the research and studies to be

undertaken must reflect the special characteristics of each society, and the manner in which people view

their present and future.

Ability to rationalize requests for research emanating from decision makers and those responsible for the

formulation of development programmes, for such research to be useful in identifying the needs and

problems at the local and national levels, and in assessing the existing potential in order to elaborate

effective strategies and policies.

* Ability to formulate proposals for research and statistics for monitoring and evaluation of developments and
transformations taking place in the social, demographic and economic fields, and measuring the effects of
development programmes on these aspects, and vice-versa.
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CHAPTER TWO

The Lebanese Economy prior to 1975

Impact of the War on the Lebanese Economy
Evolution of the Lebanese Economy in the 1990s
The Reconstruction and Development Plan

ECONOMIC DEVELOPMENT AND RECONSTRUCTION

A. The Lebanese Economy prior to 1975

Since its independence in 1943, Lebanon has adopted a liberal economic system
that gave the private sector freedom of initiative in the economic field, including
financial and monetary aspects, with no restrictions imposed on currency transfers
and external trade. This openness gave Lebanon a comparative advantage in the
region and enabled it to attract Arab and foreign capital and investment, helped to
transform Beirut into an important regional trade and financial center, and enabled
its banks to draw an important share of Arab deposits, especially from the oil
revenues of Saudi Arabia and other Gulf states.

The basic contours and features of the economy were defined during the 1950s and
1960s with the rapid expansion of the services sector, especially commercial and
banking services, which came to dominate the commodity - producing sectors
(agriculture and industry) and to account for about two-thirds of the gross domestic
product (GDP). Political developments in the Arab world, and the discovery of oil,
were major factors behind the expansion of the banking sector in the 1950s and
1960s, when the number of banks operating in Lebanon rose from 23 banks in 1950
to 93 banks in 1966. These trends confirmed the service - orientation of the
economy which assumed the role of an intermediary between the Arab countries
and the advanced industrial countries. This special relation between Lebanon and its
Arab milieu has been a major factor influencing the performance of the Lebanese
economy. Between 1960 and 1973, real per capita gross national product (GNP)
grew at an average annual rate of 5.6 percent.

However, the decade stretching from 1966 to 1975 witnessed some saturation in the
services sector, and contraction in the banking sector, as a consequence of two
important developments: a regional one, namely the Arab-Israeli war of 1967; and
an internal development: the collapse of Intra Bank in 1966 which was followed by a
drop in the number of operating banks from 93 to 74 banks in 1972. In contrast, the
industrial sector experienced considerable expansion, with industrial investment
rising at record annual rates averaging 21 percent between 1970 and 1974.
Moreover, this industrial expansion was export - oriented, with Arab markets as its
main destination. The share of manufactured products in total exports rose from
12.5 percent in 1960 to 30 percent in 1972. In contrast, the agricultural sector
continued to fall behind; its share in GDP dropping from 19 percent in the 1950s, to
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11.9 percent in 1964 and further to 9.3 percent in 1972, with this trend continuing
up to the present. The middle class, which constituted a significant percentage of the
population, and played an important role in the development and dynamism of the
economy.

During this period, a number of features acted to influence the performance of the
economy and its subsequent development, of which the following are worth noting:

* Limited state intervention in economic activity; the share of the public sector
in GDP has been estimated at 12 percent; reaching its peak at 20 percent in
the period 1958-1964.

* A high degree of monetary stability and the adoption of a floating exchange
rate. The Lebanese pound maintained a stable and rising rate of exchange
vis-a-vis foreign currencies during this period; the rate standing at about 2.3
Lebanese pounds for one United States dollar on the eve of the outbreak of
war in 1975.

* Financial stability based on: satisfactory overall economic performance; low
inflation rates; a stable exchange rate; absence of deficit in the budget;
absence of public debt, both internal and external; and, a persistent surplus in
the balance of payments reflecting, in particular, the inflow of Arab capital
and remittances of Lebanese working abroad.

* |n the external sector, the country consistently experienced a deficit in the
balance of trade. However, the export/import coverage recorded some
improvement during the early 1970s, reaching 66 percent in 1974, with
industrial exports playing a major role in this development. This deficit, it
may be noted, did not at the time exercise a direct negative impact on the
economic and social situation in the country as the overall balance of
payments was in surplus.

This positive assessment does not mean that the economy was free from structural
weaknesses and distortions. Signs of strain were beginning to appear in the
economy mainly as a result of saturation in the services sector, lack of discipline in
economic activity and underdeveloped legislative and administrative structures
governing the functioning of institutions and sectors. The collapse of Intra Bank and
the ensuing crisis in the banking sector were the main symptoms of this crisis, which
was also beginning to show in higher inflation rates averaging 5.8 percent per
annum between 1970 and 1974. The economy was also particularly affected by the
Arab-Israeli wars: the June 1967 war and the resulting general stagnation in the
region and in Lebanon; and the war of October 1973 and the ensuing boom as a
result of higher oil prices.

Economic experts point to the existence of a number of features and imbalances in
the economy which, even if they did not have direct and visible negative economic
effects, they could have laid the ground for the economic and social crises that
emerged or were aggravated during the war and its aftermath. The most significant
of these features and imbalances include:

* Substantial discrepancies in growth between the different regions of the
country.

* Concentration of income distribution and existence of social discrepancies. 30
percent of the national income went to 4 percent the poorest 50 percent
obtained only 18 percent of national income in the early of the Lebanese
population, while sixties.

* Imbalance among the main economic sectors - services, industry and
agriculture - in favor of services, which produced negative effects manifested
especially in the deterioration of agriculture, the persistence of rural - urban
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migration, and the swelling of Beirut and its poor suburbs in particular.

* Coexistence of two apparently contradictory tendencies within the internal
structure of the economy. The first is the numerical dominance of small
economic establishments having a traditional form (individual or family
establishments, or companies of individuals). In 1971, 72.7 percent of all
establishments employed less than 5 workers, compared with 24.6 percent
which employed between 9 and 25 workers, and 2.7 percent with more than
25 workers. At the same time, the proportion of independent workers reached
24 percent of the total labor force in 1970. However, this phenomenon was
accompanied by a high degree of economic concentration. Thus, the 2.7
percent of establishments that employed more than 25 workers in 1971
accounted for 45 percent of all workers in industrial establishments, 67.1
percent of industrial output, and 76 percent of the wage bill in that sector.

* An underdeveloped and politicized administration, and inadequate legislation
to cope with the evolving economic and social situation.

This development pattern had a direct impact on the internal fabric of the society.
Growth based on commercial and banking activity and an open economic system,
when national productive capacity is limited, is narrowly - based growth that
deepens reliance on imports and encourages consumer life styles and behavior.
Lebanese rural areas were the main victim of this pattern, which was also
characterized by the uncontrolled and random expansion of the capital and other
urban centers.

The above economic features and characteristics enabled Lebanon to enjoy a period
of prosperity during the 1960s and the first half of the 1970s. At the same time, they
rendered the country extremely vulnerable to external influences and contributed

to generate, or accentuate, imbalances that were among the social causes of the
Lebanese war.

B. Impact of the War on the Lebanese Economy

The outbreak of the war in 1975 interrupted the course of development. Its
persistence and spread to various areas in the country played a major role in
destabilizing the economy, which weakened confidence in the national currency and
gave rise to rampant inflation. These negative effects were compounded by very
serious events at the regional level.

During its long war, the country endured two major invasions by Israel: in 1978 and
in 1982. The latter invasion extended into Beirut and led to the resumption of
violence in the capital and Mount Lebanon area. The invasion also dealt a severe
blow to the central government, which lost its ability to collect revenues, and
created a de facto situation of geographical, political and economic division of the
country.

Lebanon also suffered directly as a result of the Gulf war which broke out after Iraq
invaded Kuwait in August 1990. This included the return of a large number of
Lebanese that were working in Kuwait and Iraq; the loss of major export markets;
and a drop in expatriate remittances and capital and investment inflows from the
Gulf states that were a major source of the balance of payments surplus. These
negative effects were compounded by the outbreak of another wave of domestic
violence in 1989 and 1990 that took place against a political vacuum resulting from
the inability to hold the presidential elections on the date stipulated in the
Constitution (September 1988), and by the political divisions within the institutions
of government, and outside it, that preceded the signing of the Taef Accord.
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These developments help to show the extent of the pressure to which Lebanon has
been exposed, and the resistance it put up before its resources and reserves,
accumulated during years of prosperity, were exhausted.

The years of war inflicted heavy losses, at various human, social, and economic
levels, in the immediate as well as in the medium and long term, some of which are
irreplaceable. The following are the major losses incurred:

* The large number, estimated at 65,000, of citizens killed, in addition to
thousands of cases of permanent disability.

* The large number of Lebanese who emigrated, which constitute a human
drain affecting negatively the sustainable development potential. These
included scientists and university graduates, skilled labor, young people and
entire families which settled abroad.

* Deterioration in the standard of the labor force at all levels, causing Lebanon
to fall behind in scientific development, technological innovation and progress
in management techniques that were taking place at the global and regional
levels.

* Material losses estimated at around US$ 25 billion.

The extent of the deterioration can be gleaned from the following indicators:
1. Decline of domestic output and cessation of growth

The massive destruction which the economy sustained during the war affected both
the physical infrastructure and the public and private institutions. In effect, none of
the economic sectors was spared the ravages of the war, in addition to suffering
huge indirect losses.

The major productive sectors suffered most. Tourism ceased effectively; trade and
transit activity through Lebanese ports and territory shrank considerably due to
lack of security; industry incurred substantial damage as many industrial
establishments were destroyed, and due to the forced displacement of workers and
emigration of skilled labor; while agriculture was almost in ruins, especially in
South Lebanon, because of the repeated Israeli invasions and attacks.

The outcome of these developments was to bring growth to a stand-still and, as a
matter of fact, cause a deterioration of the entire production process. This was
manifested, in particular, in the decline of aggregate and per capita GDP. The
extent of the decline in GDP has been estimated at two thirds between 1975 and
1990, while per capita GDP dropped to about one thousand dollars only.

Over and above these direct losses, investors refrained from investing in Lebanon.
This further weakened domestic productive capacity and prevented the country
from taking advantage of the rapid technological progress taking place elsewhere.

2. Inflation

Inflation rates started to rise in the early 1970s, but they remained under control.
Control over inflation, however, weakened during the war years, with sharp
variations in the rate of inflation recorded depending on the phase of the war. In
this respect, the phase that followed the invasion of Lebanon by Israel in 1982 was a
decisive phase between the high inflation rates of the early years of the war and the
hyper- inflation that characterized the second half of the 1980s (see table 11-1). The
Israeli invasion of Lebanon had profound political consequences reflected in the
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renewal of violence and the loss by the central government of its revenues and
ability to collect them; it also had devastating economic consequences in terms of
the destruction it inflicted on the infrastructure and economic establishments and
vital facilities, the dislocation of the internal market and fall in Lebanese
remittances from abroad. The annual rate of inflation exceeded 400 percent in the
peak year of 1987, and very high rates of inflation continued through the early
1990s.

Table 11-1: Average annual rates of inflation, 1970/1974 - 1985/1990
(period averages; percent)

Period Average rate
1970-1974 5.8
1975-1979 19.1
1980-1984 24
1985-1990 138

Source: Consultation and Research Institute (Beirut).
3. Deterioration of the rate of exchange of the national currency

The Lebanese pound maintained a satisfactory and stable rate of exchange with
respect to the United States dollar for many years, including the early years of the
war that preceded the Israeli invasion of Lebanon in 1982. In 1974, the United
States dollar was equivalent to LL 2.33. In June 1976, the rate of exchange of the
pound recorded its lowest level in five years, LL 3.1 to one dollar, and then
deteriorated to LL 4.7 to one dollar in 1982 (see Table 11-2). As of 1985, the rate
began a head-on plunge, to reach the average rate of LL 702 to the US dollars in
1990.

Table I1-2: Evolution of the rate of exchange of the Lebanese pound, selected years
(LL per one dollar; yearly averages)

1974 1982 1985 1987 1988 1990

2.3 4.7 16.4 225 409 702

Source: Bank of Lebanon.
4. Budget deficit and public debt

The impact of the war on public finances and on the countrys financial conditions in
general was very profound. The erosion of government authority gradually
paralyzed the administration and rendered it incapable of collecting and
administering public revenues. From a budget surplus of 4.2 percent in 1974, the
situation turned around into a deficit of 21.8 percent of total expenditures in 1975.
The deficit kept on rising to reach more than 50 percent in 1981 and to peak at
more than 90 percent in 1988 and 1989 (see Table 11-3).
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However, in view of the lack of reliable statistics and the limited coverage of
collection of public revenues, it is difficult to draw firm conclusions on the tax burden
during that period, which in its totality (including parallel taxes) may have been
heavier than in the period preceding the war. Deficits were also caused by the fact
that wages and salaries continued to be paid to employees of a largely
non-functioning administration. Whereas the ratio of public expenditures to GDP did
not exceed 12 percent, on average, in the early years of the war, the ratio is
estimated to have climbed to 50 percent in 1991.

To finance increasing budget deficits, the Government resorted to issuing treasury
bills bearing high interest rates, and to borrowing from commercial banks and the
Bank of Lebanon. This led to a chain reaction: the resulting sharp expansion in the
money supply causing in turn higher inflation rates and a sharp deterioration of the
exchange rate of the Lebanese pound. The Bank of Lebanon found itself obliged to
intervene in the exchange market, selling dollars to reduce the pressure on the
Lebanese pound. However, it lost a considerable portion of its hard currency
reserves without succeeding in stabilizing the rate of exchange, and repeatedly had
to abandon its attempts. Thus, the Lebanese economy entered a vicious circle with
the deficit in the general budget being financed by inflationary means, causing the
national currency to weaken, the spread of the dollarization phenomenon on a large
scale and capital flight.

Table 11-3: The budget deficit in selected years
(As percent of total expenditures)

1974 1975 1981 1982 1987 1988 1989

+4.2 -21.8 -53.2 -64.4 -86 -92.2 -91.1

Source: Bank of Lebanon (various annual reports); and Issa, Najib, Economic
Reform and Reconstruction in Lebanon, Economic and Social Commission for
Western Asia (ESCWA), Amman, 1993 (in Arabic).

A distinctive feature of Lebanon’s economic performance during the war years was
the growth of the internal debt. The loss of state revenues, and the increase in
defense spending, are considered as the two main factors explaining this
phenomenon. The ratio of the internal debt to GDP rose from 4.2 percent in 1974 to
111 percent in 1982. In absolute terms, the debt rose from LL 14 billion at the end of
1982 to LL 194 billion at the end of 1987, and further to LL 1,590 billion at the end
of 1990. Over 90 percent of this debt was in the form of treasury bills denominated
in Lebanese pounds, the bulk of which was subscribed to by the commercial banks,
bearing real yearly interest rates ranging between 25 percent and 35 percent
between 1987 and 1992.

5. Trade deficit and balance of payments

Lebanon is essentially an importing country with a free trading system. The deficit
on the balance of trade (see Table 11-4), a permanent feature of the Lebanese
economy since independence, has been usually met by the surplus on the services
and capital accounts in the balance of payments.

The war, however, reduced the country's ability to produce and export. It also made
it difficult to transact trade through Lebanon at a time Arab markets - Lebanon's
main export outlets and trading partners - were shifting to other alternatives:
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producing domestically or importing from other sources without the intermediation
of Lebanon.

Table 11-4: Lebanon's trade balance, selected years

Year Trade D_e_ficit Export / Import Ratio
(US$ million) (Percent)

1974 1 66

1980 -2,814 27

1985 -1,372 30

1990 -1,802 22

Source: Bank of Lebanon, Annual Report (1991, 1992 and
1993).

Moreover, capital inflows and remittances of Lebanese working abroad shrank as a

result of the Gulf war; in addition, Lebanon lost some of the war-related sources of
financing, especially after the Palestine Liberation Organization (PLO) was forced to
leave Beirut in the summer of 1982.

During the second phase of the war (after 1982), the balance of trade and the
balance of payments as a whole came under increased pressure. The coverage of
imports by exports fell from 66 percent in 1974 to 22 percent in 1990, while the
balance of payments recorded a deficit starting in 1983 and continuing until 1991.
As a result of these developments, the Lebanese economy lost the element of
balance in its external trade and financial operations.

6. Summary of economic conditions on the eve of theTaef Accord

On the eve of the end of the war, and in the light of the negative economic
developments experienced, the Lebanese economy manifested the following
features:

* A sharp and persistent decline in revenues,
Per capita GDP was equivalent in 1990 to about one-third of its level in 1975;
and the pattern of income distribution had worsened and the size of the
middle class had shrank considerably.

* Arise in the burden and cost of financing the internal public debt by means of
treasury bills bearing high interest rates,

* Continued decline in investment expenditures and a sharp rise in current
expenditures, and

* | ow investment levels, both public and private, had caused the physical
capital and productive base to erode, and with it the ability of the economy to
compete.

C. Evolution of the Lebanese Economy in the 1990s

1. Global economic developments
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The war virtually isolated the Lebanese economy from the influences of the
important developments that were taking place in the world economy, which
contributed directly to shape economic relations in the 1990s, and with which
Lebanon must now deal that the war is over. The main developments in this respect
were:

* The substantial growth in developing countries’ indebtedness, especially the
non-oil exporting developing countries, and the resulting debt crisis in the
early 1980s; and, developing countries turning into net capital exporters to
the industrialized countries between 1985 and 1992.

* The decline in raw materials prices, and the rise in prices of manufactures
produced with the help of advanced technologies.

* The oil-exporting countries emerging as a source of substantial financial
surpluses at a time when the industrialized countries were suffering from
recession and a liquidity crisis; the latter managing to attract the surplus to
finance their own development and international borrowing.

* The shift in the advanced industrial economies away from Keynesian policies,
and from the notion of the welfare state, to new and more liberal policies
predicated on the notion of a reduced economic and social role of the state,
and freeing of market mechanisms from restrictions that limit their efficiency
at the national and global levels.

* The continuing process of freeing international trade and unifying tariffs at
low levels, and pressure on prices of raw materials, including the price of oil,
which have created conditions of trade that were not generally favorable to
the interests of weaker parties, especially the developing countries.

* The shift in the focus of foreign investment in developing countries from
lending to direct investment. This shift coincided with the emergence of
structural adjustment programmes that aimed to create an economic,
legislative and institutional environment conducive to such investments and
to guarantee their safety and yields. These programmes also aimed to ensure
the generation of financial surpluses needed to deal with the aftermath of the
debt crisis, or to prevent its reoccurrence. This explains the emphasis placed
in these programmes on achieving balanced budgets; cutting down on
economically non-productive spending; pressuring developing countries to
free their trade and rates of exchange; abolishing protective measures;
reducing the planning or direct economic role of the state; and, removing
restrictions on private sector activity to enable foreign capital to cooperate
freely with it, etc.

* The enormous progress that has occurred in the field of technology and
communications, and the concomitant deepening of the trend towards
globalization and greater economic interdependence.

Finally, it should be noted that these transformations - essentially of an economic
nature - took place against a background of far-reaching political changes: the
collapse of the dual world system and the exposure of the crisis in prevailing
development models, especially those adopted by developing countries and east
European countries.

These developments in the global context - which do not exhaust the list of
transformations that have been taking place in the world economy over the last two
decades - bear directly on the process of economic recovery in Lebanon. This
process can not be carried out effectively without taking into consideration the new
global realities and conditions, and the mechanisms that govern their functioning.

Lebanon, which is trying to regain a role for itself - be it an old role or a new one -
in the region and/or in the world - needs to create a domestic environment
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favorable to development, including the ability to attract national capital, whether
from inside the country or from abroad, and foreign capital and investment. This
implies finding solutions to the economic and financial issues it is faced with, and
conforming to current standards and notions regarding the safety of investment.

There is no doubt that the task confronting Lebanon in this respect is a difficult one.
Also, the recovery is taking place at a juncture when the forced interruption, by the
war, caused Lebanon to loose part of its intermediation role with the Arab countries,
as these countries established direct links with the advanced industrial countries;
built their own industries which substituted for part of their imports from Lebanon;
established their own financial and banking institutions; and developed their
manpower capabilities. In addition, the oil surpluses, which supplied the Lebanese
banking system with deposits dried up considerably due to the fall in oil prices and
the financial obligations associated with the two Gulf wars.

In this sense, the approach to be pursued by Lebanon in its efforts to rebuild the
economy can not have as its point of departure the conditions that prevailed up to
the mid-1970s, assuming it to be a continuation of the normal course of
development had it not been for the interruption caused by the war. To the
contrary, the recovery effort should be viewed as a process that draws on elements
of strength in the economy and society, and accordingly defines new roles and
objectives that are in harmony with the new regional and global realities.

2. Onset of economic recovery (1991-1992)

In October 1989, agreement was reached on a national reconciliation pact that
became known as the Taef Accord. This event formed the point of departure on the
road to civil peace. However, tangible results had to wait until after military
operations ceased in mid-October 1990, as the signing of the Accord was preceded
and followed by an unprecedented wave of violence.

As of 1991, the Lebanese economy started to recover, with GDP growing by 38
percent compared with 1990. This large jump could be interpreted, to a
considerable extent, as a compensation for the huge drop in GDP in the preceding
two years. Inflation also began to recede in 1991, imparting some stability to the
rate of exchange of the Lebanese pound. The balance of payments recorded a
surplus exceeding one billion dollars in 1991.

This improvement experienced a setback in 1992. As a result of the wage correction
at the end of 1991 which led to a sharp expansion in domestic liquidity, inflationary
pressures re-emerged and pressure on the Lebanese pound mounted. This led to
the collapse of the rate of exchange of the national currency, which fell to a record
low of LL 2,830 to the dollar at the beginning of September 1992, after the Central
Bank had intervened in the currency market without success. The setback in the
economic situation affected the rate of growth of GDP which fell to 4.5 percent. It is
to be noted that growing political and social tensions were a contributing factor to
the temporary deterioration experienced in 1992.

It is noted that during the years of transition (1991-1992), the public finance
situation improved considerably. As the Government re-asserted its authority,
including in the fiscal field, government receipts increased to an average of 12
percent of GDP in 1991-1992 compared to half that level in 1988-1989. Together
with improved revenue collection, expenditure restraints (even in 1992, the
increase in budget expenditures was less than the rate of inflation) resulted in a
sharp reduction of the overall deficit which stood at just over 50 percent of
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expenditures in 1992.

Parliamentary elections which took place at the end of summer 1992, and the
formation of the Government by Prime Minister Rafic Hariri, ushered in a new phase
of political and economic stability, which paved the way for launching the process of
reconstruction and economic revival.

3. Government economic policy since mid-1992

The new government faced the task of restoring economic stability and confidence,
and of extricating the economy from the vicious circle of inflationary financing and
instability of the rate of exchange of the Lebanese pound. The government
considered the attainment of economic stability as the corner stone of its efforts to
reactivate the economic cycle; and to establish an environment conducive to
sustainable economic growth and capable of creating new employment opportunities
and real growth in incomes and, thus, to improve living conditions.

The government drew up a policy for the medium - term which aimed at achieving
economic stability by controlling the budget deficit and reducing it gradually. The
government considered the control of the budget deficit as the pre-condition for
subsequent action to activate the economy and secure funds to finance development
and reconstruction in the form of assistance and soft and ordinary loans, and to
replace these sources after some time by financing from future surpluses. The means
adopted by the government to achieve its objectives in the medium - term are

based on the following principles:

First: Increasing revenues by improving levying and collection practices and
procedures, and gradually adjusting rates of indirect taxes to reflect the rise in
prices and the deterioration in value of the national currency during the events.
This is in addition to the gradual adjustment of some tariffs and charges, especially
those on electricity, water and telephone services, which would contribute to reduce
the burden on the budget by eliminating government support of these services.

Second: Rationalizing and programming of spending so that the rate of increase in
current expenditures remains below that of economic growth in the years ahead,
i.e., reducing the ratio of current expenditures to GDP.

Steps were initiated in the direction of reforming the tax system, as one of the main
pillars of financial reform. The new tax policy aims to achieve the following
objectives: lowering the direct tax burden on citizens and improving living
conditions; encouraging the inflow of capital and investment to help stimulate
economic activity, expand output and create new job opportunities to help cut-down
unemployment,; and, reducing tax evasion and improving levying and collection. In
addition, the government took steps to modernize legislation and to launch the
process of rehabilitation and reconstruction of the physical and institutional
infrastructure.

4. Indicators of economic performance in the 1990s

After two years of transition, the Lebanese economy was showing at the beginning
of 1993 clear indications of improved economic and financial performance. By the
end of 1994, the government had succeeded to restore confidence in the national
economy, to considerably improve standards of economic and financial
management, and to get the process of rehabilitation and reconstruction going. The
economic performance of 1995 continued to be strong, even though there were
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indications of a slowdown towards the end of the year as a result of domestic and
regional developments. The nature and extent of the improvements are reflected
by the indicators given in Table 11-5 below.

The Government has made important macro-economic gains during the first half of
the 1990s. Initial economic recovery has been remarkable. Yet, much remains to be
done to achieve a sustainable fiscal performance and thus to fully secure the key
goal of economic stabilization. Main areas in which progress was achieved as a
result of the policies pursued by the government may be summarized as follows:

* Growth of GDP has been remarkable as an increase of 75 percent was
registered since 1990. The growth performance averaged 7.1 percent over
the 1993-1995 period. The recovery brought per capita income from less than
US$ 1,000 in 1990 to an estimated US$ 2,600 in 1995; per capita income was
only at about 50 percent of the 1974 level).

* There has been a considerable appreciation of the currency and inflation has
come down from a level of about 120 percent in 1992 to 11 percent in 1995,
and a single-digit level in 1996.

* Foreign exchange reserves have been replenished with reserves held at the
Central Bank rising to about US$ 8 billion at the end of 1995, including about
US$ 3.6 billion in gold.

* There has been a strong sustained growth of the assets of commercial banks
which stood at LL 29,055 billion at the end of 1995. Reflecting growing
confidence, there has also been a gradual reduction of the extent of
dollarization of deposits, but borrowing remains mainly dollar-based. Foreign
exchange deposits as a percentage of total deposits of commercial banks
dropped to 56 percent at the end of December 1996.

* The balance of payments began to record surpluses again, as of 1991, as a
result of large capital inflows generated by a re-emerging confidence in the
country and high return on financial investments, mainly treasury bills.

Table 11-5: Selected economic indicators, 1991-1995

Indicator 1991 1992 1993 1994 1995
Real growth in GDP (percent) 38.3 4.5 7.0 8.0 6.5
GDP at market prices (US$ million) 4,451 5,545 | 7,535 | 9,110 11,120
Rise in consumer prices (percent) 51 120 29 8 11
Population (million) 2.61 2.70 2.81 2.94 3.09

Assets of commercial banks (LL billion) 6,798 | 14,634 | 18,809 | 24,285 | 29,055

Rate of dollarization (percent) 70.1 67.5 69.3 59.1 62.3
Exports (f.o.b., US$ million) 490 601 686 737 982
Imports (f.o.b., US$ million) 2,180 3,786 4,907 5,541 6,721
Balance-of-payments (US$ million) 1,074 54 1,169 1,131 256

Foreign exchange reserves, excl.gold

(US$ million) 1,237 | 1,448 | 2,220 | 3,840 4,487
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Three-month TBs (nominal rate) 14.50 12.59 16.51 13.05 15.40
Government revenues (LL billion) 522 1,138 1,855 2,241 3,033
Government expenditures (LL billion) 1,196 2,219 3,017 5,204 5,856
Public external debt (US$ million) 332 273 327 772 1313

Total internal debt (LL billion) 2,639 | 5,070 | 5,823 | 9,321 11,998
Net total debt (LL billion) 4,383 | 4,993 | 7,953 11,391
Eséfa‘;fe‘;mha”ge (LL/USS,annual 928 | 1,713 | 1,741 | 1,680 | 1,621

Source: Ministry of Finance, Bank of Lebanon, estimates of
IMF and World Bank.

Success achieved in consolidating the rate of exchange of the Lebanese pound, and
in bringing inflation under control, has been associated with stagnation in some
sectors, as growth has generally concentrated in the financial and real estate
sectors, and in activities related to the rehabilitation of the infrastructure. High
interest rates (treasury bills in particular), the level of compulsory legal reserves
required from commercial banks, and the structure of the banking system, its
deposits and lending operations, have resulted in a shortage in liquidity and the rise
in rental profit margins carrying a low risk, compared with the productive sectors,
causing the share of rent in GDP to rise. Also, success at the macro-economic level
has been at a high social cost.

In contrast, Lebanese exports continued to grow at rates lower than imports causing
the trade deficit to widen further. As a result, the export/import coverage was
gradually reduced from 16 percent in 1991 to 10 percent in 1995. At the same time,
the internal and external public debt continued to grow rapidly. However, the
expansion of imports and growth of indebtedness cannot be regarded as being
entirely negative, since a considerable part of imports, as well as the rise in

external indebtedness, can be explained by the need to provide for and finance
reconstruction, equipment and supplies necessary for recovery and development.

The government has given high priority in its financial policy to rectify the growing
deficit in the general budget, considering this a pre-condition and key to achieving
financial stability and launching the process of development. The government
succeeded in reducing the 1993 budget deficit to 38.5 percent of total expenditures,
from about 56 percent and 48.7 percent in 1991 and 1992, respectively. This
improvement was influenced by several factors including improved collection, by 85
percent, as well as higher revenues from customs and real estate taxes. These
favorable developments, however, were offset by the rising cost of servicing the
internal debt which increased by two-thirds to reach more than one-fourth of total
expenditures and two-thirds of the aggregate deficit. This deficit was entirely
financed from internal sources, namely subscriptions by commercial banks in
treasury bills. The Bank of Lebanon resorted to this procedure to contain the
possible expansionary effects of foreign capital inflows on the money supply and,
hence, on inflation.

In 1994, the actual deficit reached 57 percent of total expenditures, thereby
exceeding the planned deficit (45 percent). This resulted from expenditures
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increasing much faster than revenues, delays in putting into effect the law
regulating the settlement of building infractions, and in implementing the new tax
reforms. Efforts were initiated to restructure expenditures; in this connection, it is
noted that capital expenditures increased to 19.4 percent and 18.6 percent of total
outlays in 1994 and 1995, respectively, compared to 14 percent of total outlays in
1993. It is noted here that investments of the Council for Development and
Reconstruction, financed through foreign loans, increased rapidly from LL 52 billion
in 1993 to LL 175 billion in 1994 and LL 486 billion in 1995.

The 1995 and 1996 budgets introduced a measure of austerity and planned deficits
were below 40 percent of expenditures. As a result, it is noted that planned capital
expenditures in the 1996 budget dropped to 13.5 percent. The actual performance
of 1995 showed an improvement but fell short of the target (49.6 percent). In 1996,
unexpected developments at the national and regional levels, in particular the
Israeli attacks of April 1996 created claims which were not provided for, causing the
actual deficit to exceed by a considerable margin the planned deficit.

As a result of the above developments, the public debt has grown at a fast pace
during the first half of the 1990s. The following observations explaining the nature
of this growth should be noted.

First: The growth of the public debt in the 1990s, especially after 1992, has been
associated with the expanding needs to finance the process of economic recovery
and reconstruction, whereas in earlier years it was mostly of an inflationary nature
and not linked to the financing of economic growth and productive activities.

Second: The budget deficit/GDP ratio showed an uneven performance, moving from
8.9 percent in 1993 to 19.4 percent in 1994, and 15.7 percent in 1995. The volume
of the public debt and GDP moved together. The net public debt to GDP ratio
increased from 38 percent in 1993 to 63 percent in 1995.

Third: Government efforts to modify the composition of the public debt, and reduce
the share of the internal debt in the total (it is important to note that about 80
percent of the stock of debt was short-term, high interest domestic debt), through a
number of measures that included lowering interest rates on treasury bills from
around 35 percent in 1992 to around 15 percent at the end of 1995. This measure
was accompanied by a reduction in the mandatory subscription of commercial banks
in treasury bills, from 60 percent to 40 percent of the value of their deposits in
Lebanese pounds at the end of August 1994.

Fourth: Notwithstanding the expansion of the external debt and the rise of its share
in total public debt, it has remained within manageable limits as it did not exceed 12
percent of GDP at the end of 1995 (about US$ 1.3 billion), and its share in total debt
was only 15 percent. This means that Lebanon still has a considerable margin to
borrow externally to finance development, especially that the foreign exchange
reserves held by the Bank of Lebanon are about three times the size of the external
debt (six times if gold is included), which provides a guarantee for the Lebanese
economy and for actual and potential lenders.

It should also be pointed out that the cost of servicing the public debt represented
an increasing share of the general budget, rising from 23 percent in 1992 to 32
percent in 1995, and an estimated 37 percent in 1996. In the present context, the
correction of this distortion is linked to restoring financial balance, by expanding
revenues and reducing expenditures; as well as by accelerating growth, expanding
the capacity of the economy to export, cutting imports, and selling off assets.
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5. Concluding observation

Successive Lebanese governments since 1992 have adopted, more or less, the same
economic policies which focus on promoting confidence in the economy, and
attempting to achieve the dual objective of economic stabilization - especially
cutting the budget deficit and absorbing the internal debt - and rebuilding and
rehabilitating the physical, social and institutional infrastructures.

In this sense, Lebanon did not have to depart from the liberal economic tradition
and principles which prevailed before the war and which it managed to preserve
despite enormous pressures during the last two decades. It had to draw on the
elements of strength in the economy and develop them further, to modernize
institutions and legislation, and to improve economic and development
management. The main elements of strength include:

An open economic system,

An economic tradition and environment favorable to private investment,
Availability of skilled manpower resources and entrepreneurs,

Leading role assumed by the private sector in commodity and services -
producing sectors.

D. The Reconstruction and Development Plan

It is fitting, before reviewing the situation with respect to main components and
themes of sustainable human development in Lebanon in the next chapter of the
Report, to introduce the country’s strategy and programme for national recovery.

1. Background

Efforts of development planning date back to 1958 when the first five-year
development plan was formulated, but which was not implemented due to the
political crisis and outbreak of violence in the same year. The country's first real
experience with development planning goes back to 1962 when, following the
completion of a major and comprehensive study on Lebanon, a five-year plan was
formulated. However, the implementation of the plan was postponed on the grounds
that the concerned administration needed streamlining. A third plan covering six
years was formulated in 1972 and also was suspended in the mid-1970s due to
political turmoil at the regional level and the outbreak of violence in the country.

With the end of military operations towards the end of 1990, the government faced
the task of rebuilding the country's physical, social and institutional infrastructure
and preparing the economy to confront the challenges facing it, having been cut off
from the stream of regional and global events and developments for more than
fifteen years. In dealing with the effects of the war and the demands of recovery and
reconstruction, the government faced two options.

The first option would embrace a radical policy of austerity, with its attendant sharp
increases in taxes and duties, and cutbacks in expenditures. Such a policy mix has
negative implications on the social situation that may be difficult to tolerate. The
second option would rely on accelerating growth in the medium and long term with
the help of a development and investment programme financed by internal and
external borrowing, which would activate the economy and increase state revenues
through economic growth. The government opted for the second course and
proposed an ambitious public investment programme.
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2. Elaboration of the development plan

The Government revived the Council for Development and Reconstruction in 1990
and entrusted it with the task of preparing a national reconstruction strategy and
implementing a recovery programme. A phased recovery approach was adopted,
involving first the restoration and rebuilding of the capacity of existing physical
infrastructure and facilities to enable the private sector to lead economic recovery.
Subsequently, capacity would be expanded through construction of new facilities
while economic and social distortions induced by the war would be progressively
addressed. In the final stage, the economy would be developed and modernized
largely through the utilization of domestic potential.

Successive Lebanese governments had prepared a large number of studies covering
development projects in the different regions; in particular projects that were
prepared in connection with the afore-mentioned plans. These projects were drawn
upon in the formulation of the current plan, after having been updated and their
relevance, feasibility and cost re-assessed. New projects were added based on
damage surveys and assessment of needs carried out by the Council for
Development and Reconstruction.

The National Emergency Rehabilitation Programme ( NERP), involving US$ 2.3
billion public investment over the 1993-1995 period, was proposed and adopted in
1992. It was designed as a multi-sectoral operation focused on emergency repairs
and rehabilitation of physical and social infrastructure. The programme was
subsequently expanded and merged into a ten-year plan, known as Horizon 2000
for Development and Reconstruction, announced by the Government in October
1994. Since the completion of the initial version (US$ 18.5 billion financing
requirements in the 1993-2002 period), there have been several revisions to take
into account the evolving national and regional situation and developments in
critical factors affecting the course of recovery. It is noted that the Council for
Development and Reconstruction has adopted a dynamic approach to planning and
programming, adjusting the macro-economic model from time to time to take
account of important changes in an evolving national and regional context.

It should be pointed out that the plan was mainly prepared by the Council for
Reconstruction and Development in consultation with line ministries and public
agencies, with the assistance of private sector consultants and consultations with the
World Bank. The plan in its integral form was reviewed by the Government and
transmitted for approval by Parliament, which opted not to approve the programme
as such, but rather to review and approve it on sector and project basis through
adopting decree-law programmes.

3. Objectives of the reconstruction and development programme

Recovery and development efforts aim to position Lebanon as a competitive force in
the regional and international economy, capable of confronting the challenges of the
twenty-first century. Horizon 2000 for Reconstruction and Developmentwas
formulated deliberately with ambitious objectives and targets, aiming for Lebanon
"to regain its position among the world’s upper-income nations in the first years of
the twenty-first century" through first completing the process of the reconstruction
of the country and subsequently engaging into self-sustained development. The plan
hinges on three axes: comprehensive re-establishment of adequate basic
infrastructure, including social infrastructure as a basis to stimulate the
development of the productive sectors; balanced regional distribution of public
investment; and, promotion of private sector development through increased
savings. The present version of the plan accords increased priority to the social
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sectors and human resources development.

The plan aims to achieve a doubling of the standard of living as measured by per
capita income during the 1995-2007 period. Moreover, the proposed development
programme would also raise the standard of living in the broader sense by
improving general living conditions, especially in the fields of education and health
services, the environment, etc. This would be achieved by stimulating economic
growth which is projected to average 9 percent between 1995 and 1998, 8 percent
during the 1999-2002 period, 7 percent between 2003 and 2005, and 6 percent for
the last two years, 2006 and 2007. The achievement of these targets depends on
sustained economic stabilization which is a key goal and at the basis of the
recovery.

The projections of the economic model underpinning the recovery plan show a
gradual reduction in the budget deficit in terms of its ratio to GDP, and the
transformation of the deficit into a small surplus beginning with the year 1999, to
rise gradually thereafter.

4. Summary content of Horizon 2000 for Reconstruction and Development

Table 11-6: Sectoral distribution of expenditures in Horizon 2000, 1995-2007
(Percent of total)

Sector Share
Physical infrastructure (electricity, communications, roads and highways) 37
Social infrastructure (education, youth and sports, vocational and technical

- : ) . . . . 25
training; higher education; health; social affairs; housing; the displaced)
Socio-economic services (water, effluents, solid wastes, environment, public 29
transport and railways)
Productive sectors (agriculture and irrigation, industry and petroleum, 8
airport, ports, free zones, tourism, private sector services)
Government apparatus (government buildings, security forces, information 8

and public administration)

Source: Baroudi, Nouhad, Council for Reconstruction and

Development, Horizon 2000: A Synopsis, Beirut,
September 1995.

The sectoral distribution (Table 11-6, above) and geographical distribution (Table
11-7, below) of planned public expenditures reflect the government's intention to
give the private sector the leading role in the process of economic revival and
growth, and to spread projects to ensure balanced development throughout the
country.

The sectoral distribution of expenditures reflects the importance of, and priority
accorded by the Government to, the provision of basic physical infrastructure which
is essential for normal life and activities to resume. The provision of social
infrastructure and socio-economic services, which absorbs almost half of planned
expenditures, is of particular importance from the perspective of development that
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is both human and sustainable. Support to the productive sectors will be provided
essentially in making available supporting infrastructure and facilities as well as
credit programmes. Limited financial resources are also planned for rehabilitation
and reform of the public administration.

Table 11-7: Regional distribution of planned expenditures in Horizon 2000, 1995-2007
(Percent of total)

Mohafaza /region Share
Beirut 14
Beirut Suburbs 20
Mount Lebanon (excluding Beirut suburbs) 15
North Lebanon 18
Nabatyeh 8
South Lebanon 11
Bekaa 14

Source: Council for Reconstruction and
Development, Horizon 2000 for Reconstruction

and Development, Executive Summary, Beirut,
1993.

With respect to the geographical allocation of expenditures, 38 percent of these are
for projects of a nation-wide character, 59 percent for projects of a regional nature,
and 3 percent for studies and administrative matters. The urgency of the needs and
the size of the population were also taken into consideration in the allocation of
projects among the various regions, in order to reduce disparities in the availability
and quality of infrastructure, and to incorporate more closely the regions in the
national economic cycle.

5. Financial requirements of the plan

Financing public investment over the thirteen years of the plan is estimated to
require US$ 17.8 billion at 1995 prices, or about US$ 22.2 billion at current prices.
An additional US$ 8.8 billion are added to cover the budget deficit during the first
four years of the plan (the plan expects that the budget will be in balance as of
1999) and to service the public debt. This raises the total financial requirements of
the plan to US$ 31 billion at current prices. The plan scenario expects these
financial requirements to be met from external and internal sources, as shown in
table 11-8 below.

Table 11-8: Sources of financing the development programme, 1995-2007
(Billions US$, percent)

Source 1995 - 2000 2001 - 2007 1995 - 2007

e cme l
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UdSd» UdSd»

billion Percent billion Percent | US$ billion Percent
Foreign grants 0.3 2 - - 0.3 1
Foreign loans 8.2 61 3.0 17 11.2 36
Internal loans 4.7 35 2.5 14 7.2 23
SBSED?E; 0.2 2 12.1 69 12.3 40
Total 13.4 100 17.6 100 31.0 100

Source: Baroudi, Nouhad, Council for
Reconstruction and Development, Horizon

2000: A Synopsis, Beirut, September 1995.

The plan considers that public outlays of US$ 18 billion are necessary to stimulate
private sector involvement and, accordingly, expects it to invest around US$ 42
billion over the duration of the programme. According to the plan, this is consistent
with earlier patterns, where available information indicates that in the periods
preceding the war (1964-1974) and following it (1991-1994), private sector
investment was four to five times that by the public sector.

This programme is predicated on maintaining a fine balance between the different
variables underlying the economic model used. Hence, the success of the
programme becomes closely linked to the ability of the government to adhere
strictly to its policy of financial stabilization. This, in turn, means proceeding with tax
reforms, and the reform of the administration and institutions, so as to be able to
service and repay the external and internal debt, and to ensure that projects are
executed according to specifications and on schedule.

It is to be noted that the implementation of the reconstruction programme has
proceeded in a truly remarkable manner. It has developed from comparatively
modest beginnings to a programme of truly international level and standard. As of
October 1996, US$ 3 billion worth of foreign funding had been secured for ongoing
and future projects, while US$ 3 billion worth of work had been contracted, and a
considerable pipeline of projects was in preparation. The programme focus
gradually changes as progress is made in implementation, and it is a matter of pride
for the country that the process of reconstruction and development, managed and
coordinated through the Council for Development and Reconstruction, enjoys the
confidence of main bilateral and multinational funding agencies.

6. Issues of debate concerning the national development option

An operation of the magnitude and importance of the ongoing reconstruction and
development programme inevitably gives rise to different views and interpretations
and provokes wide discussion. The following are among issues that have been raised
in connection with the development strategy, policies and programmes pursued by
the government; and, may be read in conjunction with issues related to the
application of the concept and approach of sustainable human development in the
Lebanese context discussed above.

* The plan represents basically a public investment programme conceived
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within a macro-economic framework; it does not include specific sectoral
objectives and targets, supported by coherent programmes. How can the plan
be improved to include integrated programme frameworks by sector or
theme, which would also cover the requirements for institution-building,
including legal and regulatory systems, and administrative reform, being
basic determinants of growth.

* The experience of the last few years has demonstrated that there are many
factors - political and social, of influence on economic domestic or regional
origin - that can have a strong performance. To achieve the national course of
goals set by the plan and to stay the development as projected by the
economic model is at issue.

* The ability of the Lebanese economy to absorb productively the planned
volume of public investment (US$ 18 billion) and more than twice that
amount in terms of private investment over a period of thirteen years. This
relates to capacity development in both the public administration and the
private sector - in different fields and at different levels.

* The scope and content of the national plan are very ambitious. A number of
construction projects may exceed the country's needs in the medium term,
putting additional strain on the economy. These must be viewed within a
strategic option of meeting regional and global challenges versus satisfying in
priority domestic basic aspirations and developing domestic capabilities and
potential.

* The respective priority of, and relationship between, the economic and social
aspects of the national development option has been at issue. The retained
option emphasizes economic growth which would create conditions that over
time would lead to solving social problems. The opposite view, while
recognizing the vital importance of economic growth to the development
process, stresses the need to adopt in this connection broad sectoral and
social policies to resolve pressing social problems, which the government does
not deny. Policies and measures to maintain financial stability and to increase
government revenues are translated into interventions and measures with
immediate effect, whereas policies in the social realm are still at an
embryonic stage with effects to come much later. The most pressing issues in
this latter respect relate to wage policy and price stability; social insurance
policy and safety nets; policies related to public services; labor policy;
housing policy; etc.

* The retained option emphasizes in priority public infrastructure reconstruction
along with the strengthening and modernization of the overall framework for
private sector development. At the sectoral level, priority is given to the
financial and banking sectors. The policies applied do not provide enough
encouragement to the productive sectors as observed, for example, in the
lack of adequate facilities to promote small or medium enterprises, or to ease
the conditions they face in obtaining information and credit. Furthermore, and
despite the allocation of projects to the regions, the centralized nature of the
development plan may not provide sufficient benefits to rural areas, which
would further inhibit the achievement of the potential of the productive
sectors.

* The ability of the Government to implement the development plan keeping
the public debt and its servicing under control, so as to prevent the country
from falling into the debt trap as happened with other developing countries.
The public debt can only grow at rates that the country is able to sustain in
the long run. Adequacy of means available to service the debt must be
carefully monitored; in the recent past, interest on the debt has been growing
at rates faster than the growth of treasury revenues.

Lebanon has made over the past few years considerable macro-economic gains,
which must be preserved and further expanded. Looking ahead, much more remains
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to be done, particularly with respect to the fiscal deficit and debt, and it must be
constantly borne in mind that necessary action will have to be undertaken with
limited resources.

Chapter three of this report reviews and assesses the sector situation, highlighted
by main indicators of development. This should contribute to a better assessment of
the national development option and of the extent to which it is in harmony with the
concept and approach of sustainable human development.
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CHAPTER THREE

Income and Poverty

Social Safety Nets

Labor Situation

Foreign Labor

Housing: Situation and Prospects

Education and Sustainable Human Development
Health and Sustainable Human Development
Women and Sustainable Human Development
Situation of Children

Youth and Sustainable Human Development
The Displaced and Development

Preservation and Management of the Environment

SECTORAL HUMAN DEVELOPMENT INDICATORS

This chapter examines in some detail the state of and prerequisites for sustainable
human development with respect to a number of thematic areas, sectors and social
groups, through review of a number of relevant indicators and facts.

A. Income and Poverty

Interest in studying poverty in Lebanon is relatively recent, although the
phenomenon itself is old. It is widely believed that the spread of poverty and
impoverishment are closely related to the war and the unstable political and
security conditions it engendered. This belief reflects only part of the picture as
poverty has also structural causes and determinants that are not related to the war.

Recent attempts to study the subject remained below the scope of the
internationally adopted methodology and norms. Moreover, government
programmes have not, until now, provided explicitly for fighting poverty and
containing its effects, except for some sectoral programmes, as in the field of health
and social affairs.

Some useful data on rural poverty were generated by a survey and study
undertaken in 1993 within the context of preparations for the eventual
establishment of a community development fund. More recently in October 1996,
two surveys were completed, the results of which will help shed light on the poverty
situation in the country. The first concerns a basic survey of population and housing
(ten percent sample, 70,000 households), which was carried out by the Ministry of
Social Affairs with support from, and in cooperation with, the United Nations
Population Fund (UNFPA). The second survey was the Lebanese sector of the Pan
Arab Survey of Mother and Child (PAPCHILD), which was undertaken in cooperation
with the United Nations Children’s Fund (UNICEF), the World Health Organization
(WHO), UNFPA and the Arab Gulf Programme for United Nations Development
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Organizations (AGFUND). The latter will enable study of the relationship between
health and poverty. However, to assess poverty in a comprehensive manner, more
basic surveys and specific studies are required.

1. Definition of poverty

The debate on the definition of poverty largely reflects differences in the perception
as to the position that people occupy in the development process, and on which
there are two points of view. The first considers poverty from a functional
perspective, or as one of several obstacles to development; whereas the second
point of view places poverty and its eradication at the center of development
objectives and not merely as one among means to promote development. This
second interpretation regards poverty, and what it represents in terms of
deprivation, to be in essence a diminution of basic human rights; human beings
ought to be the focus of development and the principal criteria by which success and
sustainability are measured.

The divergence of views, however, has not prevented agreement on the importance
of and need to confront poverty, to deal directly with its immediate causes, and to
eliminate the economic, political and cultural mechanisms that generate it, by
empowering and enabling the poor.

Poverty may also be defined as a state of deprivation involving one or more of the
basic human needs, including food, safe potable water, sewerage, health care,
shelter and education; absolute poverty being extreme deprivation of all these
needs. Based on this, poverty is not only measured by the level of income, but also
by people’s ability to access basic social services, the state of health, housing
conditions and the state of the environment, the extent of participation or
marginalization in economic and social life, and other indicators.

The poverty line expresses the monetary equivalent of the totality of goods -
including non-monetary incomes and transfers - that constitute the basic needs and
entitlement of people. This line is used as a base line to identify poor individuals
and families whose total income is below the specified monetary equivalent.
Furthermore, a distinction is made between an upper poverty line - which reflects
the monetary equivalent of the totality of basic needs including food, clothing,
health, shelter and education and a lower poverty line which reflects food
requirements only. Poverty characteristics and indicators vary from one setting to
another. Hence, the need to compute a poverty line for various settings or
population groups (e.g. male/female, rural/urban, the capital/other cities, etc.).

As indicated, data which have recently become available are useful to reveal certain
aspects, but not sufficient for an assessment of poverty. Thus, the Housing and
Population Survey will serve to undertake poverty mapping. Apart from this,
available data can merely give indications as to the magnitude, spread and
characteristics of poverty, see section 2. below.

To proceed further towards poverty assessment, it is suggested that first a
conceptual definition of poverty be formulated, discussed and agreed upon. To
adequately reveal the phenomenon of poverty in the complex, multi-cultural
environment of Lebanon, it would appear that a comprehensive definition
incorporating both the income and basic needs dimensions is appropriate.

In parallel, basic survey work can be initiated, including a household survey
(Greater Beirut region) and a national living standard measurement survey. These
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surveys, which are complementary, are being implemented by the Central
Administration for Statistics, with support from UNDP, as of November 1996. The
household survey will provide information on family income levels and expenditures
patterns, as well as on the distribution of income; the latter can be used to
determine the number of poor families, i.e. those whose total income falls below the
poverty line, and the relative importance of the poor in the total population. The
living standard measurement survey will provide detailed information on
characteristics of the poor and data underlying the mechanisms of impoverishment.
The results of both surveys will provide a sound basis for a national poverty
assessment and for devising ways and means of alleviating poverty.

2. Analysis of available information

a. Income levels. Available and partial data on the incomes of the Lebanese, derived
from a sample survey of one thousand families undertaken in June 1994, show that
the average monthly family income in mid-1994 varied between US$ 660 in the
agricultural sector and US$ 1,684 in the non-commercial services sector, being US$
839 in public administration, US$ 1,316 in industry, and US$ 1,448 in the trade
sector.

Based on the above and the share of each sector in the total labor force, the
average monthly family income was computed to be approximately US$ 1,283. This
figure compares with the estimated per capita GDP for 1994 amounting to US$
2,300, or roughly US$ 1,000 per month for a family of 5 persons.

Table 111 - 1: Distribution of families based on monthly income and sector of
employment of head of household, 1994
(Percent)
. Public Other

Income category (monthly, US$) Agriculture{lndustry|Trade Administrationlservices
Low

Below200 40 3 1 5 1

200-500 35 23 12 26 15

500-1,00 11 32 33 48 30
Middl

1,000-1,500 4 15 19 16 18

1,500-2,000 2 14 16 1 10

2,000-3,000 2 4 12 1 11

3,000-5,000 4 4 4 2 8
High

Above5,000 2 5 3 1 7
Total 100 100 | 100 100 100
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Source: Centre d’'Information Stratégique et Economique, "
Enquéte exclusive sur les revenus des Libanais ", Le_

Commerce du Levant, No. 5339, 11 August 1994.

Table 111-1 above gives the distribution of family income by category (low, middle
and high income) and by sector. The majority of families in agriculture and public
administration covered by the sample, 86 percent and 79 percent, respectively,
belong to the low-income category. The situation in industry is somewhat better
with 58 percent of the families surveyed falling in the low-income category, and 37
percent and 5 percent belonging to the middle-income and high-income categories,
respectively. In contrast, about half of the families where the main supporter is
employed in trade (51 percent) or services (47 percent) belong to the
middle-income category.

The survey revealed a clear correlation between the level of income and the
educational attainment of the head of the family. The large majority (86 percent) of
those who did not finish elementary education belong to the low-income category,
compared to 78 percent for the intermediate level, 59 percent for the secondary
level, and 42 percent for the university level.

b. Manifestations of poverty and characteristics of the poor. Reliable data are not
available to make accurate estimates of the poverty line or the number of
individuals and families living in poverty in Lebanon. However, partial and unofficial
information, points to considerable variations in the spread of poverty among
regions and sectors. Poverty appears to be concentrated mainly among agricultural
families and those whose main provider is employed in the public administration.
Also, many of the poor live in the suburbs of the capital and other cities. Those who
are extremely poor live mostly in rural areas; abject poverty is found mostly in the
remote regions of Akkar (North Lebanon), Baalbeck , and Hermel (Bekaa region).
The rest of the wretched poor are believed to live in the suburbs of the capital and
other cities.

The areas where the poor live, especially in cities, are overcrowded and suffer from
the effects of random urbanization, scarcity of green space, the accumulation of
garbage near houses, and lack of sewerage systems or their intermixing with water
distribution networks. Furthermore, some of the houses where the poor live are
lacking in maintenance and badly deteriorated, even often partially damaged due

to neglect or as a result of the war. Living space per person is on average less than
ten square meters, which is considerably below the internationally accepted norm of
fourteen square meters, considered necessary for a person’s health and physical and
psychological equilibrium.

According to the Population and Housing Survey of 1996, the average size of the
Lebanese family was 4.7 persons. However, the trend has been to limit the size of
the family. The pace of this trend has not been uniform, depending on the social
environment and differing between urban and rural areas. A non-statistical field
survey of a limited scope, indicated that the average size of a poor family was
between 6.5 and 7 persons; and the sustenance average (number of family
members divided by the number of working members) was also high, possibly
attaining 4 persons, compared to a national average of 3.3 persons.

Poverty places additional burdens on women and compounds discrimination against
them. The wages they earn and their incomes are below those of poor men; the
same being true of the type of employment and grade. Moreover, women at the
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head of poor households are subject to continuous fatigue because of their dual
responsibilities, inside and outside the house. Poor women and young girls also face
discrimination with respect to access to health services and nourishment.

The level of educational attainment among the poor, men and women alike, is low.
Only a minority among heads of poor households received secondary or higher
education (with the exception of public administration employees), or proper
vocational training.

The high national enrollment ratio at the elementary level implies that poor
families, in general, send their children to school. However, the enroliment ratio is
expected to be lower for the poor, as may be deduced indirectly from such
phenomena as the increase of child labor. The fact that the number of public schools
in poor districts is not adequate adds to the pressure on the poor who have little
choice other than enrolling their children in free-of-charge schools , or schools
affiliated to sectarian associations and institutions. Hence, the main problem lies in
the low quality of education accessible to the poor, the high drop-out rates, and the
reduced number of students who pass to higher levels (see section F below).

The high cost of primary and secondary health services restricts their availability to
the poor, who are also at a disadvantage because of the limited coverage of health
and social insurance schemes (see sections B and G below). Chronic and recurrent
illness are common among the poor. The incidence of physical handicaps, mental
retardation and sickness-related deaths, is higher among the poor than the national
average due to their inability to pay for treatment, on the one hand, and negligence
and ignorance, on the other.

3. Mechanisms of impoverishment and empowerment

a. Accidental impoverishment mechanisms (the war) The incidence of poverty
spread due to the effects of the war, particularly following the massive Israeli
invasion of 1982 and the economic collapse which followed in the mid-1980s,
reinforced by the effects engendered by the structural problems affecting the
economy. In addition to the human losses and suffering, and as indicated in Chapter
Two above, the period of instability and violence led to massive destruction of
wealth and a major reduction in income. Significantly, the erosion of authority and
the loss of business and public confidence caused a sharp decline in government
revenues and activity, and in private sector activity and productivity, respectively.
The country started to lag behind in technological progress and in managerial
techniques.

The continuous feedback among growing public deficits, increasing inflation and
deterioration of the exchange rate led to a spiral which caused economic collapse,
particularly accentuated during the second half of the 1980s, as described above. In
the process, incomes were chasing prices with incomes falling ever more behind. The
net result was the gradual elimination of the countrys middle class and the
development of a bi-polar society with stark differences between an ever growing
number of poor and a small proportion of very well-to-do. A reversal of this

situation would not begin until 1993 when the Government succeeded in stabilizing
the exchange rate and bringing down inflation in a significant manner.

Among the most serious consequences of the war were emigration and forced
displacement. Symptomatic of deteriorated economic conditions, lack of
employment opportunities and spreading poverty led close to one million people to
emigrate during the war period and its immediate aftermath. Forced displacement
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affected about 800,000 persons; together with emigration, it had devastating effects
on the economy and on the social fabric. Communities were segmented. Families
broke up and their members dispersed. It was estimated that in the early 1990s a
large majority of the displaced population, possibly exceeding 75 percent were poor
(not able to meet basic needs), with up to 50 percent facing difficulty to meet basic
food requirements.

It should be pointed out that the above estimates refer to Lebanese citizens only,
and do not take into consideration Palestinian refugees and foreign workers.
Poverty is a social phenomenon, however, with effects that cannot be confined
within administrative or political settings. In this sense, there were 344,800
registered Palestinian refugees in 1996, of which 53.2 percent lived in twelve camps
- in very poor conditions with regard to housing, availability of health services and
a healthy environment, and high unemployment (40 percent unemployed). In
addition, there is a large contingent of foreign workers, who also live in poor
settings (see section D below). These two categories mainly live in conditions of
poverty and deprivation, especially in cities; their plight can not be overlooked in
attempts to tackle the issue of poverty in the country.

b. Economic mechanisms of impoverishment and economic and social policiesThere is
a direct and close correlation between economic growth, on the one hand, and
improvement in living conditions and alleviation of poverty, on the other. For
example, there is no doubt that the rapid growth of GDP in the 1960s was a major
factor which contributed to reduce the number of the poor which constituted around
half the Lebanese population at the end of the 1950s. Although necessary, growth
by itself is not sufficient to alleviate poverty. This calls for a study of disparities in
the distribution of the benefits of growth among various regions, sectors and factors
of production. In this connection, it is pointed out that high growth in recent years
was mainly realized in the rental component of the national economy.

A close connection can also be discerned between unemployment and poverty. The
size of the labor force grew rapidly, from about 900,000 in 1987 to 1.1 million in
1995, and will continue to grow at high rates as a result of the slowing down of , and
return from, emigration and the rise in the number of persons seeking jobs,
35,000-40,000 a year (see section C below). Wage earners constitute about
two-thirds of the labor force. The labor market is open, without any effective
regulation, to foreign labor, especially in the sectors of agriculture, construction,
hotel services and marginal activities (peddlers, small commerce, household
services, etc.). Changes in the structure of the labor market and the spread of
poverty have tended to move together: the volume of marginal activities,
prevalence of disguised unemployment, and the high rate of job-turnover relative
to stable employment and accumulation of experience, all increasing with poverty.
These factors compound the pressures on the labor market and raise rates of overt
and disguised unemployment and partial employment - phenomena that are
associated with poverty.

The lack of access to resources, including land, credit, information, etc., often
prevents the poor from engaging in productive activities, including small or medium
income-generating projects. Such projects provide distinct possibilities for creating
new job opportunities, given the saturation in the traditional sectors. The poor
encounter great difficulties in access to banking and financial facilities. The structure
of banking credit is concentrated to such an extent that a mere 0.2 percent of
borrowers obtained 21.4 percent of total credit extended in the first quarter of
1993, while 77 percent of borrowers did not collectively obtain more than 6.5
percent of the total.
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Agricultural holdings do not necessarily offer an escape from poverty unless their
size and soil productivity and marketing outlets are adequate to generate sufficient
value added. It is estimated that the number of agricultural holdings dropped from
127 thousands in 1961 to 64 thousands in 1981, and the share of the labor force
employed in the sector from 19 percent in 1970 to 11 percent of the total towards
the end of the 1980s. These trends have continued since. At the same time, returns
from farming were eroded by inflation. A related observation pertains to owners of
small-scale land and real estate (bound by old rental contracts), which were trapped
into poverty as a result of the freeze of rents during the war period which caused
revenues to shrink to negligible amounts.

There are no specific policies in place designed to combat poverty. Economic and
social policies do not yet have poverty alleviation as a specific policy objective.
The Government has tended to treat poverty as an undesirable situation, the effects
of which should be dealt with. Accordingly, the Government has tried to deal with its
manifestations rather than trying to remove the causes and mechanisms generating
it. Main elements of government policy in the realm of poverty alleviation are
outlined below.

Employment creation Access to remunerative employment is a potent means to
escape conditions of poverty. The level of employment has been largely left to be
determined by market forces. Given the openness of thelabour market and the
relatively large numbers of first-time job-seekers year after year, it is necessary to
adopt more systematic approaches to promote employment. This would involve
measures and action to protect the labor market, to create new job opportunities to
absorb the unemployed and the young seeking employment for the first time, and
to rehabilitate those already employed to raise their productivity. An important
contribution in this respect could come from existing small enterprises, and from
promoting the establishment of new ones, considered to be more capable of creating
new jobs; and through the rehabilitation of so-called marginal employment and
types of work currently left to foreigners.

Technical education and vocational training The development of skills is a
means of empowering the poor to obtain productive jobs and to raise their income.
The most serious shortcoming in this respect is the low enrollment ratio in the
technical education and vocational training sectors (only 8.8 percent), see sections E
and F below.

Small enterprise development As for encouraging the establishment of small
enterprises to expand the labor market, some steps can be discerned which relate
mainly to access to credit . However, the credit facilities made available to small
enterprises have so far remained of marginal importance, benefiting mainly women
and widows, and originating with international bodies or non-governmental
organizations; while the banking sector still has to show sufficient interest.

Development of the productive sectors: agriculture, industryAvailable
information relating to agriculture indicates that there are real opportunities for
expanding output and improving the situation of farmers if adequate investment
and support are given to the sector, or to promote complementarity between
agricultural production and the processing of agricultural commodities, which could
create new job opportunities and improve the position of the sector in overall
economic activity. Similarly, efforts to promote and strengthen the industrial sector
could be a rewarding option in terms of economic growth and increasing
employment opportunities.

Price policy. To curb the rise in the cost of living is an important option to fight
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poverty. As indicated above, the gap between incomes and prices widened
dramatically during the war years; prices rose four times faster than incomes. After
1992, the Government succeeded in stabilizing the currency and actually improving
the rate of exchange of the Lebanese pound against foreign currencies, and in
reducing the annual rate of inflation drastically. The social implications of these
positive developments have been important. However, the price level remains high
because of the structure of the economy. To deal with the high level of prices, there
have so far been only limited initiatives on the part of the Government, such as the
setting up of a public office for popular markets and the activation of price
supervision mechanisms from time to time.

Wage policy. In general, wages in the private sector are set by agreement and
according to supply and demand, except for the minimum wage level and periodic
corrections which are determined by the government (each year or every few
years). Wage policy is a major element in the fight against poverty because the real
value of wages was eroded by inflation during the past two decades. The real
minimum wage, in Lebanese pounds, lost some 70 percent of its value between 1974
and 1990. At the same, the decline in the mean wage exceeded that in the minimum
wage because of the scale used in correcting wages, where the percentage of
increase declines as wages rise. As a result, poverty increased among wage earners,
especially those employed in the public administration. It is important to observe
that the monthly minimum wage increased from a low level of US$ 64 in 1992 to
US$ 121 in 1994 and US$ 155 at the end of 1995 (compared to US$ 140 in 1984 and
US$ 200 in 1983). Real average wages also increased in recent years, even though
much less than the minimum wage due to both budget constraints in the public
sector and low levels of productivity in both the public and private sectors.

Tax policy. The Government reduced income tax yo a maximum of 10 percent and
corporate tax to a single rate of 10 percent (from progressive rates as high as 40
percent), which implies increased reliance on indirect taxes and fees. Pricing of
public services has been brought to levels reflecting market prices, which has added
considerably to the burden of households. Thus, it would appear that government
tax policy favors holders of capital and raises the share of the average citizen in
financing public expenditures.

Safety nets. Their role in dealing with the effects of poverty and in alleviating
poverty is important. Government action has tended towards direct, on the spot and
temporary transfers, monetary and in kind, rather than assuming the role of the
welfare state (see section B below).

It can be concluded from the above that the Government in the past years has
redressed the worst socio-economic effects engendered by the war. However, to
deal with the magnitude and the different manifestations and dimensions of poverty
is a long-term task. It will require in priority a correct, detailed assessment of the
situation, the results of which will enable the formulation and implementation of a
comprehensive programme of poverty alleviation. The key objective and central
theme of such programme would be the achievement of sustained and rapid
increases in economic and social productivity - perfectly matching the basic goals of
the national programme of reconstruction and development. The ad hoc measures
taken to relieve the pressures and growing needs of the poor did not meet
expectations and have led to frustration. Increased participation and empowerment
of poor categories, and of vulnerable and economically disadvantaged groups, along
with improved access to resources, would open new perspectives in the short to
medium term.

DON'T STOP HERE .. THERE IS MORE TO READ IN CHAPTER THREE. GO TO
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SECTION B: Social Safety Nets
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B. Social Safety Nets

The purport and functions of what has come to be referred to as social
E safety nets and social funds fall within the general policy framework

for combating poverty. The latter varies between poverty alleviation

or reduction and eradication or elimination of poverty. Each of these
terms denotes a different approach for addressing the problem of poverty and the
type of policies to fight it - whether by dealing with its direct and immediate
consequences, and/or confronting its causes and mechanisms, or by focusing on one
level and not the other (e.g. local or sectoral).

Safety nets have been described as being compensatory measures for offsetting the
social costs associated with structural adjustment programmes. They aim to
accomplish the following objectives:

* To reduce poverty and unemployment.

* To improve the chances of success of structural adjustment programmes.

* To establish the infrastructure and new social institutions to improve the
effectiveness of the services provided and their impact on beneficiaries.

Social safety nets and social funds may cover a set of programmes for those
population groups that benefit the least from economic growth, including job
creation, income support, provision of services in the social, health and education
domains, etc.

1. Basic social needs

The war obliged the state and society to adjust to the needs and demands of that
phase. Whereas the role of the state and central authority declined, especially at
the level of providing basic services to citizens, that of the non-governmental sector
expanded, particularly relief and emergency work and provision of health services
and direct assistance (monetary and in kind). Family and religious institutions and
structures played a complementary role in maintaining social solidarity and
resolving emergency problems, especially those related to education, health and
the accommodation of displaced persons. In addition, various political forces and
militias established organizations and channels to provide a variety of assistance
(cash transfers, assistance to families of "martyrs"”, education grants, and assistance
to compensate for damage caused by bombardment and military operations, etc.).

Although the war period produced its own mechanisms of adjustment to the new and
growing needs of that period, the state was not totally absent. Despite the sharp
weakening of the public administration, the state continued to finance the livelihood
of the families of tens of thousands of employees (salaries and pensions). The
greatly diminished role of the state was particularly felt in reduced outlays as a
result of the inability of the government to collect taxes and other fees and
revenues, and the interruption by citizens of payments for electricity, water and
telephone services.

The role played by NGOs in meeting the urgent needs of the population, especially
during the war period, is emphasized. Their services covered various types of relief
work, as well as health, education and recreational services. These organizations
could, therefore, be regarded as social safety nets spread among different regions
and social groups. However, no attempt is made here to study and evaluate the
services provided by these organizations due to the lack of information. Hence, the
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rest of this section will concentrate on examining the role of public sector institutions
and entities in this domain.

Available information indicates a growing need for social policies in the following
domains:

Formulation of a comprehensive policy for health care accessible to all,
Finding solutions to the housing problem,

Dealing with the cost and quality of education,

Formulation of a public transport policy that meets the needs of the country,
Improving wages and expanding employment opportunities.

Meeting the basic needs of the population requires, in the first place, providing
productive employment opportunities to generate the necessary incomes to respond
to these needs. It also means providing through public social institutions at least
part of public services, as well as meeting emerging needs of specific groups, to be
supplemented by social safety nets and or specialized funds.

2. The social security system and its institutional structure

Two types of social security systems may be distinguished. The first has a permanent
institutional set-up, while the second is akin to the notion of safety nets, and is
generally of a temporary or emergency nature whether institutionalized or not.

The national social security system is characterized by the following basic features:

* Multiplicity of institutions that include mainly the National Social Security
Fund (NSSF), the Cooperative of Public Sector Employees, insurance schemes
for the security sectors (the army and internal security forces mainly), private
insurance companies and schemes covering specific professional sectors.

* Variations in membership requirements and dues, and in extent of coverage.

* Overlap in coverage; a family being covered by more than one scheme.
Differences among institutions in the type of benefits offered, and the
inadequacy of some (pension systems) and the absence of others
(unemployment benefits).

However, the most important feature of the existing system is its failure to cover all
Lebanese citizens. Thus, the percentage of those covered by health insurance -
which has the most extensive coverage - does not exceed 56 percent of the
population according to sources of the Ministry of Finance (also, see below).

Before proceeding to examine the activities of the various institutions, the following
table outlines the type of services offered and the population categories covered by
the main public institutions.

Table 111-2: Social insurance: categories covered and types of services offered by public institutions,
1996

Institution/Beneficiaries Benefits

National Social Security Fund

Family allowances (20% of

[P PR SO U S S

Workers and employees of
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the private sector.

Employees and workers
(including contractual
workers) of public
institutions and
independent offices not
governed by the law of
employees.

Teachers of public schools.
Taxi owners and drivers.
Journalists.

University students

(Fishermen, tobacco
farmers and seasonal
workers to be included in
the future).

e rnnnnnnmunn VV(J.UC 1UI Luic
spouse and 11% for each
child; the total, however,
not to exceed 75% of the
minimum wage).

Sickness and maternity
allowances (90% of
hospitalization costs, 80%
of consultations and
medications).

End-of-service indemnity.

(Work-related accidents
and sickness branch have
not been put into effect
despite having been
provided for).

Cooperative of Public Sector Employees

Employees of the public
sector governed by the law
of employees.

Hospitalization and medical
expenses (90% of
hospitalization costs and
75% of consultations and
medicaments and dental
treatment, for the
employee; and 75% and
50%, respectively, for
family members.

Education grants (75% of
tuition fees for
pre-university level, up to 5
children).

Social allowances
(marriage, death, and child
delivery).

Employees benefit from
end-of-service indemnity or
a pension system (not
included under the
Cooperative; but through
Ministry of Finance).

Security sectors insurance
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and children, 50% for other

Army Medical Brigade members of the family).

Cooperative of Internal Educational grants (75% of

Security Forces pre-university tuition fees,
and 50% of university
fees).

Social allowances
(marriage, death and child
delivery).

All military sectors

The army

Internal Security Forces
State Security

Public Security
Customs Officers

The military benefit from
end-of-service indemnity
and a pension system (not
included under the
provisions of the Medical
Brigade or the
Cooperative; but through
Ministry of Finance).

a. National Social Security Fund. The NSSF is the principal social security institution
in the country; in principle, it covers all employees and workers (including some
independent categories) in the private sector. In practice, however, coverage is
incomplete, as some employers fail to declare all those who are employed by them
and to register them with the Fund.

The NSSF was established in 1963. It is financed by contributions from each of the
government, employers and registered employees as follows:

* Sickness and maternity insurance branch: subscription equivalent to 15
percent of salary, of which employers contribute 12 percent and employees 3
percent; applicable up to a maximum limit equivalent to three times the
minimum wage.

* Family allowance system: subscription equivalent to 15 percent of salary,
divided between employers (75 percent) and employees (25 percent).

* End-of-service indemnity: subscription equivalent to 8.5 percent of salary,
paid entirely by the employer. Discussions have been going on to shift from
the end-of-service indemnity system to old-age-insurance.

The NSSF suffers from two major imbalances with respect to coverage. The first is
the decline in the extent of coverage relative to the size of the labor force. Whereas
the number of registered establishments reached 34,451 end of 1996, compared
with 32,485 establishments in 1974, the percentage of those registered dropped
from 38 percent (231,500) of the labor force in 1974, to 28.1 percent (308,591) in
1996.

The second imbalance is the geographical variation in coverage. This is explained

by the concentration of economic activity and, hence, establishments affiliated to the
NSSF in Beirut and Mount Lebanon area. Table 111-3 below shows that the degree of
concentration of registered employees is higher than it is in the labor force; which
indicates that a large number of employees in the regions are not declared (it is
noted, though, that agricultural workers are not covered by the NSSF). The table
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shows that concentration in economic activity is reflected in the social security
system; hence, its weak coverage of peripheral and rural areas, which also means
that economic and social marginalization go together.

Table 111-3: Geographic distribution of employees registered with theSSF, 1996 and Cooperative
of Public Sector Employees, 1995

Region NSSF Labor force Cooperative of
Employees

(Number) (Percent) | (Percent) (Percent)

Beirut and Mount 255.891 829 59 58

Lebanon

North Lebanon 21,721 7.0 16 19

South Lebanon 17,040 5.5 13.7 15

Bekaa 13,939 4.6 11.3 10

Total 308,591 100.0 100.0 100

Source: The National Social Security Fund, 1996; Issa, Najib, The Labor
Force Situation, paper presented to the United Nations Development
Programme, Beirut, 1996; and, Cooperative of Public Sector

Employees, Annual Report 1995.

As for the relative weight of various types of benefits and allowances, Table 111-4
shows that in 1994 the highest share went to health (41.3 percent), compared to 29
percent for each of family allowances and end-of-service indemnities. It should be
noted, however, that the real value of the benefits has declined dramatically.
According to one estimate, the decline amounted to 40 percent between 1974 and
1991. As for the end-of-service indemnity, its average value fell from US$16,600 in
1982 to US$ 5,000 in 1992, or by two-thirds.

Table 111-4: Relative weight of various types of benefits offered by th8ISSF, 1994

(Percent)
Type of benefit 1994
Health 41.3
- Hospitalization 20.4
- Consultation and medicaments 20.9
Family allowances 29.3
End-of-service indemnities 29.4
Total: - Percent 100.0
- LL Million 205,836

Source: Director - General of the National
Social Security Fund.

b. Cooperative of Public Sector Employees. The Cooperative of Public Sector
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Employees has a membership of about 55,000 at the end of 1995. The geographical
spread of its benefits is less concentrated compared to theNSSF, a reflection of the
fact that the distributive role of the public sector is greater than what it is in the
private sector (see Table 111-3 above).

The benefits handed out by the Cooperative of Public Sector Employees were
roughly equally divided between education grants (51 percent), on the one hand,
and health (46 percent), and birth, marriage, and funeral expenses (3 percent), on
the other.

c. Security sectors Detailed and complete information on the geographic-regional
affiliations of members of the security forces is lacking. However, direct observation
and field surveys carried out in certain rural areas, indicate that the majority of the
military, and of security forces in general, come from the remote rural areas of
Akkar, Baalbeck, Hermel and the South.

Three field studies carried out in 1995-1996 in thecadas (districts) of Bcharre,
Hermel and Western Beka’a, showed that 18.4 percent of men of working age in
Hermel, Qa’a and Ras Baalbeck were enrolled in the army and security forces; 11.2
percent in Western Beka’a; and 9.4 percent of those inBcharre. For Akkar the ratio
could well be equal to that for Hermel if not higher. This finding highlights the direct
and important role which the military establishment plays, through the benefits it
provides to its members and their families in covering rural areas, where it
assumes, in part, functions of a safety net. However, these percentages do not give
a clear picture of the share of the different regions in total outlays, nor with respect
to the types of benefits extended, which cannot be deduced due to lack of
information.

Table 111-5 below shows beneficiaries from services extended by social insurance in
the military sector.

Table 111-5: Beneficiaries from the social insurance services provided by the military sectors,

1994
(Number)

Institution Members Beneficiaries
Lebanese army 45,000 252,000
Internal Security Forces 15,000 84,000
Other security forces 5,500 30,800
Total 65,500 366,800

Source: Dr. Dominique M. De Biollet, and Dr. Rafic
Baddoura, Le financement des soins de santé au Liban,
WHO, March 1995.

d. Private insurance companies. The Association of Insurance Companies puts the
number of insurance companies operating in the different insurance fields at 81
companies. Membership can be on an individual or a group basis, as many
professional associations and institutions enter into group insurance contracts
covering their active members. It is estimated that private insurance companies
covered between 7 and 8 percent of the population in 1994/95. However, the
activities of these companies are concentrated mainly in urban areas, especially in
Beirut and Mount Lebanon.
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The share of health insurance, specifically hospitalization, has grown very rapidly in
the past few years, relative to other types of coverage. The share of hospitalization
in total private insurance coverage rose from 7 percent in 1987 to 21 percent in
1989, and to 43 percent in 1991 and 51 percent in 1994.

It is important to note that the terms of insurance become more difficult, and
premiums higher, the greater the need of applicants for health insurance. High age
groups, and people with chronic health conditions or in need of continuing
treatment, find great difficulty in contracting with insurance companies, or their
contracts will not be renewed if they fall sick or require increasing medical
treatment during the period of the basic insurance contract (in 1992, the percentage
of non-renewed contracts reached 25 percent). This means that old and retired
persons, the handicapped, and people suffering from chronic illness, are virtually
excluded from the services provided by the private sector.

e. Overall coverage rate . Notwithstanding the discrepancies in estimates relating to
the number of subscribers and beneficiaries covered by the different social security
institutions, an attempt has been made to compare official estimates with estimates
obtained from other sources, based on two hypotheses: a minimum of 2.8
beneficiaries and a maximum of 3.3 beneficiaries, for each insured person; except in
the security sector where a single ratio of 5 to 1 was used. Table 111-6 below
summarizes the results of this exercise.

Table 111-6: Social insurance: distribution of beneficiaries by institution
(Percent of total population)

_— First Second Posarac
Institution hypothesis hypothesis (World Bank) WHO
National Social
Security Fund 27.3 32.2 28.0 38.5
Cooperative of Public 5.0 53 9.0 12.2
Sector Employees
Security Sector 9.7 11.3 11.0
Insurance Companies 7.0 7.0 8.0 17.1
Total 49.0 55.8 56.0 67.9

Source: Posarac and WHO: adapted from WHO mission
report on financing health services, June 1996.

The above table provides estimates of the distribution of health coverage by the
main insurers and shows that between 7 and 17 percent of the population have
procured private insurance, representing generally the well-to-do segment of the
population. Coverage provided by the NSSF is estimated to range between 27.3
and 38.5 percent. Coverage provided by the public sector ranges between 12.2 and
20 percent. This means that social insurance covers 49 to 67.9 percent of the
population., which means that the balance of 32 to 51 percent could be liable for
coverage by the Ministry of Health. It is emphasized that due care ought to be taken
in interpreting the above figures in view of the wide disparity in estimates of
coverage by the different schemes.

3. Temporary and emergency assistance

A distinction was made at the beginning of this section between two categories in
the social security system: the permanent institutions and benefits structures, and
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the temporary and relief programmes and institutions. The main programmes and
institutions of the second type, which functions could be considered to fall within the
framework of social safety nets, are reviewed below.

a. Ministry of Public Health.The population covered by social insurance is estimated
to represent grosso modo just over half of the Lebanese population. Moreover, all
public insurance schemes are employment-based and, particularly the NSSF, cover
only a portion of the medical bill. Actually, the Ministry of Public Health is the
insurer of last resort. The Ministry is expected to provide a safety net, in the sense
that all uninsured persons are entitled to coverage by the Ministry of hospital
services and other prescribed therapies. The Ministry has adopted a system of direct
funding for the treatment in private hospitals of patients who are not covered by
any insurance system. This covers hospitalization care for normal treatment, and as
well for costly treatment especially heart surgery, and kidney and cancer cases. The
Ministry provides also medicines to chronically ill patients who are in financial need.
In this sense, the Ministry of Public Health assumes the role of a safety valve for the
health sector at the curative-hospitalization level. This activity finances about 20
percent of beds in private hospitals through direct contracting and absorbs more
than 80 percent of the Ministrys budget.

However, there are reasons to believe that there are overlaps and abuses which
impede the delivery of services to deserving people. More than half of the
beneficiaries from the coverage extended by the Ministry are dependent persons
such as spouses and children, elderly people; and, even professionals who
supposedly benefit from private insurance or social insurance schemes. The system
transfers the cost of expensive therapies to the Ministry. The current management
system does not allow the detection of abuses and the targeting of the needy
population. With respect to the latter, it appears that the vulnerable and poorer
segments of the population have difficulties accessing health care services even with
the Ministry of Public Health paying for the uninsured. Even though there is excess
bed capacity in the private sector, hospitals appear to be often reluctant to provide
services to people with low income because of delays in reimbursement by the
Ministry to hospitals, or fear that the patient will not be able to pay the fifteen
percent share of the bill.

Table 111-7: Medical insurance: coverage by institution and type of health service, 1995

(Percent)
. . Ministry
Service .Prlvate . Public of Out-of-pocket| Aid| Mixed No Total
insurance|insurance response
Health
Hospitalization 20.3 24.5 11.8 34.1 2.8] 5.7 0.8 100
Prosthesis - 4.5 - 91.8 0.7 0.8 2.2 100
Ambulatory a1 16.1 0.3 76.5 1.4 0.9 - 100
care
Laboratory 5.4 16.8 0.5 74.7 1.2| 0.3 1.7 | 100
services
Radiology 8.3 19.2 1.7 65.5 0.7 2.0 - 100
Physiotherapy | 5 o 12.5 - 71.4 71| - 5.4 | 100
and nursing
Dental
0.4 4.3 0.1 92.3 0.9| 0.1 1.9 100
treatment
Medicines 2.3 13.9 1.1 79.3 2.5] 0.3 - 100
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Source: Dr. Dominique M. De Biollet, and Dr. Rafic
Baddoura, Le financement des soins de santé au liban,
WHO, March, 1995.

Ministry of Health/WHO, National Household Survey of
Health Expenditures, Beirut, 1995.

In spite of the multiplicity of public and private health financing institutions and the
presence of social insurance schemes, the largest share of national health
expenditures is borne directly by citizens, as shown in the Table above. Health
expenditures weigh heavily on the household budget. Even for hospitalization
expenditures, out-of-pocket outlays represent one-third of the total; the
contribution of the Ministry of Health being only 12 percent, and 45 percent
contributed by public and private insurance. For all other categories, out-of-pocket
expenses represent between 65 percent and 92 percent of the total. Ambulatory
care is essentially covered by out-of-pocket outlays. Public and private insurance
covers barely 20 percent as under the different systems coverage is often partial
and seldom extends to all needed services, whereas the uninsured are not covered
by any arrangement for ambulatory services. Laboratory services, drugs and dental
treatment, which represent a major part of the medical health bill, are also mainly
paid out-of-pocket. It is reasonable to assume that the lower income households
spend a larger proportion of their income on health care than higher income
households.

b. Ministry of Social Affairs The Ministry of Social Affairs is the successor to the
Social Development Office - the oldest institution for social development and care in
Lebanon. The Office was established in the early sixties when modern notions of
development were introduced, and a serious attempt was made to establish a
network of service and development institutions in all regions, especially rural ones,
relying on cooperation with local organizations and communities through
participation agreements for executing and administering projects.

The role of the Social Development Office, and its affiliated services centers,
declined during the war. At present it is functioning within the Ministry of Social
Affairs, having been previously attached to the Ministry of Labor and then the
Ministry of Health. Currently, the Ministry of Social Affairs is the most important
structure for social safety nets in the direct sense.

The responsibilities of the Ministry range from caring for the less privileged groups
such as the handicapped and widows, etc., to taking care of urgent needs in rural
areas, health and social care networks, centers of comprehensive services, etc.. In
addition, important contributions are made by the Ministry to relief operations
during emergencies.

Table 111-8: Distribution of social centers byMohafazat, 1995

Mohafazat Comprehensive Social - health Total
services centers centers

Beirut 1 1 2

Mount Lebanon 10 9 19
North Lebanon 5 16 21
Bekaa 8 2 10
South Lebanon 9 26 35
Total 33 54 87
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Source: The Ministry of Social Affairs, Annual

Report 1995 (in Arabic).

The basic support infrastructure for the activities of the Ministry consists of health
centers and comprehensive services centers attached to it. These centers, which are
the most important legacy of the Social Development Office, number in total 87
centers, of which 33 are of the comprehensive type and 54 are social and health
centers, distributed as shown in Table 111-8 above.

The largest number of centers is found in the South, with only two centers in Beirut;

which is a reflection of the rural orientation of these centers. Health services
dominate the activities of these centers and benefited 77 percent or 153,261

beneficiaries in 1995. The Ministry has prepared a study on the requirements for
reactivating the comprehensive services centers, with a view to rehabilitating the
manpower resources and raising the level of empowerment activities.

In 1994, the Ministry entered into contract with 146 social welfare institutions. These
contracts benefited 35,169 persons (see Table 111-9) and covered such activities as
caring for orphans and their education; caring for some acute social cases (extreme
poverty, divorce or separation, chronically-ill persons, etc.); caring for old people;
and special programmes for delinquent females. The benefits were spread among all
the Lebanese regions, but predominantly in Beirut and Mount Lebanon. Caring and
educational services (for orphans and social cases) were the main services provided.

Table 111-9: Social welfare contracts by type andMohafazat, end of 1995

Mohafazat i':l;mz(iiro?:; Orphans ?:Zgzsl Sucklings |Old people Dfeellr:(;tjeesnt
Beirut 16 2,075 5,444 454 40 -
Mount Lebanon 66 2,387 10,365 265 185 100
North Lebanon 22 857 2,501 80 157 -
Bekaa 17 589 1,890 75 85 -
South Lebanon 25 966 3,579 205 10 -
Total 146 6,875 23,779 1,079 477 100

Source: The Ministry of Social Affairs, Annual

Report 1995 (in Arabic).

The contracts with civil organizations in 1993 covered more than 230 thousand
beneficiaries. However, the distribution of beneficiaries and the types of projects
carried out reveal the same structural flaw: a dominance of health services (about
80 percent of the total). The same pattern continued in 1994, with 131 contracts
entered into by the Ministry with civil organizations and associations, covering 169
projects, of which 105 projects where health and social centers.

The services of the Ministry cover 3,551 handicapped persons, or 3 percent of the

handicapped population, by means of contracts signed with 36 establishments that
care for the handicapped; 16 of these establishments are located in Mount Lebanon
and another 8 in Beirut.

The projects of the Ministry of Social Affairs include development projects in the
regions, which were covered by 322 contracts in 1995. In addition, the Ministry
organizes volunteer work camps (ten each year) to help in executing these projects.
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The scope of the project covers repair works in villages, irrigation canals,
agricultural roads, apiculture, and social activities.

The Ministry aims to strengthen the development component of its activities and the
role and potential of the comprehensive services centers to establish effective
cooperation with the civil sector and to coordinate social work at the local level.

c. Ministry for the Displaced and Fund for the Displaced The Ministry for the
Displaced through the Fund for the Displaced makes direct cash payments to
compensate evacuation of displaced (and those occupying houses) and for repair
and reconstruction of houses by returnees (see section K below).

The approach followed by the Ministry and Fund for the Displaced combines social
and political-security considerations; hence, the flexibility observed in the definition
of the beneficiaries from its operations and in the amounts paid as compensation.

There is a large discrepancy between the process of evacuation and that of return;
or rather, that the two operations have not always been related as they should be.
In part, this could be explained by the fact that cash payments have often served to
support the income of families receiving compensation, thus diverting these
resources from the intended purpose.

d. Council for the South The Council for the South was established in the 1970s to
compensate Lebanese citizens for damages caused by Israeli attacks in the South.
The role of the Council, however, expanded considerably during the war years, and
especially after the conclusion of the Taef Accord in 1989.

Table 111-10: Council for the South: compensation paid to individuals, 1994-1995

1994 Up to September 1995
Number Percer_1t of Number Percer_1t of
expenditures expenditures
Martyrs’ families 180 8.2 78 4.3
Wounded 393 5 358 3.6
Treatment aid 1,245 1 319 0.3
Released persons 63 0.3 97 0.8
Imprisoned persons 352 3 348 5.7
Persons sustaining 11,165 82.5 9,140 85.3
damage
Total 13,398 100.0 10,340 100.0
(LL 41.6 billion) (LL 39 hillion)

Source: Council for the South,Report on
Activities for 1994 an mber 1
(in Arabic).

The assistance provided by the Council is at two levels: to individuals and to
community projects at the village or town level. The bulk of payments made to
individuals (over 80 percent) has gone to compensate for material damage (Table
111-10); the balance going to the families of victims of Israeli attacks, and to
assisting imprisoned and/or released persons. As for project assistance, it appears
that most of the disbursements were for electricity projects, repair and
rehabilitation of public buildings and water projects (see Table I11-11).
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Table I11-11: Council for the South: assisted projects, 1994-1995

1994 Up to September 1995

Percent of expenditures Percent of expenditures
Sewers 1.5 1.9
Roads 3.2 3.5
Buildings 28.4 31.0
Hospitals and health centers 0.7 1.1
Water 19.9 23.3
Electricity 45.3 38.9
Removal of rubble 1.0 -
Miscellaneous projects 0.0 0.3
Total 100.0 100.0

(LL 88.6 billion) (LL 85 hillion)

Source: Council for the South,Report on Activities for 1994
and up to September 1995 (in Arabic).

It is clear that there is an overlap between the activities carried out by the Council
and those of other ministries and institutions, such as the Ministries of Public Works,
Electricity and Water Resources, Public Health, Social Affairs; and the High Relief
Committee. In other words, the Council assumes functions that also fall within the
competence of several ministries, in addition to functions that are normally carried
out by municipalities and local councils. In this sense, and given the wide scope of
activities entrusted to it, the Council does not fit the description ascribed to safety
nets, i.e. well-defined functions that do not overlap with those of other institutions.

e. High Relief Committee. The High Relief Committee was established in the 1970s to
meet the emergency and relief needs resulting from the war; subsequently, it was
also entrusted with responsibility to deal with the effects of natural and other
disasters. It is responsible for receiving and distributing external emergency aid.
The Committee is headed by the Prime Minister and established at ministerial level
since 1993; representatives from line ministries, government agencies and civil and
social organizations are called upon as required.

During the 1993-1996 period, the Committee provided a wide range of assistance,
including cash payments to victims of Israeli attacks and to those affected by natural
disasters; assistance in kind and equipment to health centers; and, some local
infrastructure works. The activities of the Committee have consistently been
directed to where relief was needed without discrimination between regions or

social groups.

It is not possible to assess the real importance of each of these interventions due to
the lack of information on the volume and distribution of outlays; however, the
overall characteristics of the Committee’s interventions indicate that: these
interventions have been very diversified to the extent of appearing virtually
uncoordinated, reflecting perhaps the nature and variety of needs to which the
Committee caters; the Committee acts on occasions as a source of funding for
projects, referring their implementation to concerned ministries and other entities,
and on other occasions it assumes direct responsibility for providing assistance and
project execution; and, lack of clarity in the intervention criteria.

The High Relief Committee took the initiative in 1996 to prepare, with support of
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the United Nations Development Programme, a national disaster preparedness and
management plan. The Committee invited cooperation of concerned public
institutions and non-governmental organizations towards this end.

In 1993, the High Relief Committee considered a proposal to establish a community
development fund aimed at achieving a humber of objectives, including widening
the geographic and beneficiaries base of the reconstruction process; assisting in the
development of rural areas through support of local institutions; providing
assistance to areas and groups in need to enable them to catch up with growth at
the center, and reducing its possible negative impact on job opportunities and
incomes.

The proposal was based on the following assumptions: that the process of
reconstruction and rehabilitation of the infrastructure did not adequately cover
around 30 percent of the rural population who live in villages and towns of less that
10,000 inhabitants; and that the institutional and administrative capabilities of the
ministries concerned with social issues could not cater to the needs of these regions;
in addition to the absence of local government structures.

The scope of activities involved rehabilitation and maintenance of water and sewers
networks; building local roads and streets; development and expansion of local
institutions of health and education; and in addition, the organization of vocational
training and rehabilitation sessions to improve employment opportunities.

The project proposal for a community development fund was fully studied, but a
decision has not yet been taken to establish it. This project is considered to be a
rational attempt to establish a social safety net since the end of the war

4. Conclusion

In the specific situation of Lebanon, transiting from a long period of violence through
economic recovery and reconstruction towards self-sustaining development, there is
an evident need for broad support measures including the provision of welfare
assistance to marginalized and deprived groups, compensation and incentive
measures to victims of war and displaced, and to those left behind in the ongoing
process of reconstruction and development. It is in this broad sense that the concept
of social safety net must be understood in the context of Lebanon.

In the past few years, there have been significant gains, although not evenly
spread, but there have also been considerable economic pressures as government
resumed collection of taxes and other revenues, and adjusted upward fees and
charges for public services. Incentive measures and supporting action are
increasingly claimed from the authorities to enable citizens to meet their obligations
without unduly affecting their living standards. Available data lead to conclude that
grosso modo half the population is not covered by social insurance; in addition,
important groups continue to suffer the consequences and effects of war, thereby
severely reducing their capacity to contribute to the recovery and to fully exploit
their potentials towards improving their personal and family lives.

This means that the population to be targeted by social safety nets and emergency
and temporary assistance arrangements is large. It may be envisaged to include:

* | ow and limited-income employees and wage earners.
* |nhabitants of rural areas.
* Retired and elderly people.
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* Unemployed and marginalized persons.
* Orphans, handicapped and the chronically ill.
®* Displaced families.

The requirements for assistance, not in order of priority, which emerged from the
above discussion are as follows:

Various types and levels of health care.

Efficient retirement schemes.

Educational assistance.

Programmes to assist the unemployed.

Empowerment activities and programmes to support the weak and vulnerable
groups.

DON'T STOP HERE .. THERE IS MORE TO READ IN CHAPTER THREE GO TO
SECTION C:
LABOR SITUATION
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C. Labor Situation

exercise control over their lives, then enabling them to engage in productive work

can be ranked among the main ingredients of human development. Labor is a

major factor of production and a source of economic growth and personal gain and,
hence, a principal element in combating poverty. Productive work and employment are central
elements that define human identity and give meaning and dignity to people’s lives.

E If human development means expanding people’s choices by enabling them to

An examination of the labor force situation raises a number of issues, of which the following are
the most relevant from a human development perspective:

* The extent to which a country provides employment opportunities to its citizens;

* The extent to which a country exerts efforts to enhance the capabilities of its citizens to
engage in productive work;

* The extent to which engaging in productive work enables people to cope with their living
conditions;

* The extent to which the existing legislative and institutional framework provides scope for
the labor force to protect its rights and participate in decisions affecting their lives.

At the outset, it is noted again that information - statistical and otherwise - on the labor
situation is lacking. This includes information on the size of the labor force, participation rates
and unemployment; and with respect to its demographic, economic, social and educational
characteristics.

A national manpower and labor survey undertaken by the National Employment Office, in
cooperation with UNDP and the International Labor Organization (ILO), is expected to be
completed in the spring of 1997. This survey will provide up-to-date information on the subject.
In the present report, data will be used from mainly three sources. The first is the labor force
survey which was conducted in 1970 by the Directorate of Statistics, then attached to the
Ministry of Planning. The second is a 1987 survey of the persons displaced as a result of the war,
even though this survey was not directly concerned with the labor force. The third source
concerns the population and housing survey of the Ministry of Social Affairs, the preliminary
results of which were made available in October 1996, which included some information on the
labor force. In addition, there are a number of topical studies and estimates by private
institutions and researchers which have been resorted to.

1. Employment and unemployment

a. Size of the labor force. The size of the resident Lebanese labor force increased from 572,000
thousands in 1970 to 923,000 in 1981 and 1.1 million in 1996. Two reasons may be offered to
explain this growth: the increase in the number of those of working age, and the rise in rates of
participation in economic activity to compensate for the deterioration in income of large
segments of the Lebanese population.

b. Participation rates. As a result of faster growth in the labor force compared to the population,
the rate of economic participation rose from 27 percent in 1970 to 30.1 in 1987, and was 31.6
percent of the total population in 1996.

Regarding participation in economic activity according to gender, the participation rate for

males was 50 percent in 1987 compared to 43.8 percent in 1970; the corresponding rates for
females were 9.5 percent and 10.2 percent. The participation rate of males reached 62.7 percent
and that of females 15.8 percent in 1996.
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With respect to participation by age group, the information available for 1987 indicates a
decline in the rate for the youth group (15-24 years) compared to 1970, which could be
explained by the rise in school enroliment, including university education.

c. Unemployment rates. The 1970 inquiry showed that 8.1 percent of the labor force was
unemployed. The rate of unemployment can be assumed to have remained unchanged during
the first phase of the war (1975-1982) due to large - scale emigration, and the fact that
economic performance was sustained at satisfactory levels by substantial remittances and
transfers from abroad. The results of the 1987 survey - adequate to give an idea of the
magnitude of unemployment during that period - place the unemployment rate at about 10.4
percent of the total labor force. The unemployment rate is estimated to have remained between
10 and 12 percent of the labor force during the period 1988-1990.

In the first three years of the 1990s, the unemployment rate is estimated to have risen from 12
to 14 percent. A slowdown in outward emigration and a rise in reverse emigration, fueled by the
Gulf war, disturbances in some African countries and a massive return of young people from
study abroad, contributed to the rising unemployment. ILO estimates put unemployment in
1995-1996 at the same level of 12 to 14 percent, which was confirmed by results from the 1996
population and housing survey. The rate of unemployment - narrowly defined to include those
that previously held a job and were seeking work - is 7.3 percent but rises to 13.4 percent if the
broader definition is adopted. Some of the factors contributing to unemployment in the early
1990s may have disappeared, but there are undoubtedly unrealized expectations with respect
to employment creation in the productive sectors.

It should be borne in mind, however, that in Lebanon, as in other developing countries, overt
unemployment is compounded by other forms of partial and disguised unemployment, as well by
the prevalence of marginal occupations, under-employment and un-productive employment.

2. Labor force characteristics

a. Gender. In 1987, the labor force consisted of 83.8 percent males and 16.2 percent females.
The share of females has probably risen since then as a result of the cessation of military
operations and economic need. In addition, emigration affects the male population more than
females. In 1996, the percentage of females in the total labor force was estimated to be around
21 percent.

b. Education. The standard of education of the labor force has improved considerably since 1970.
At the lower end of the scale, there were sharp decreases in numbers, according to a trend which
continued throughout the war period. At the upper end of the scale, increasing numbers of
students had completed secondary and university education (see Table I11-12).

It is worth noting that the improvement in the standard of education of the labor force is not
necessarily reflected in improvements in productivity given the nature of the curricula and the
weak link between education and the labor market in Lebanon.

Table I111-12: Labor force classified by level of education, selected years

(percent)
. Below . . .
Year |llliterate Elementary|Intermediate| Secondary |[University| Total
elementary
1970 29.4 35.3 15.2 9.5 6.3 4.3 100
1987 12.4 9.7 26.0 21.6 15.5 14.8 100
1996 9.3 12.0 25.6 19.8 18.1 15.2 100
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Source: Ministry of Social Affairs, The National R r he Worl

mmit for ial Development, March 1995; and thePopulation and
Housing Survey.

c. Sectoral and socio-professional affiliation A comparison of the results of the 1970 survey with
the 1987 estimates (Table 111-13) shows that the share of all the major sectors in the labor force
declined except services reflecting the expansion of marginal activities in this sector. The
distribution has remained generally stable in the 1990s, with an improvement in the share of
construction as a result of the ongoing reconstruction and infrastructure rehabilitation program.

Table 111-13: Sectoral distribution of the labor force, selected years

(percent)
Year Agriculture Industry Construction Services Total
1970 19 18.8 6.5 55.7 100
1987 12 17.3 5.4 65.3 100
1996 7.7 19 10 63.3 100

Source: Ministry of Social Affairs, The National R r he Worl

Summit for Social Development, March 1995; and thePopulation and
H in rvey.

Table 111-14 below gives the distribution of the labor force by socio- professional group of the
head of household in 1987. The Table reveals an important proportion of independent workers
and craftsmen (27.5 percent) and a comparatively low number of employees and laborers,
excluding armed forces (less than 30 percent). There is also a low labor force participation in
agriculture, indicative of the declining relative importance of the sector.

Table 111-14: Distribution of the labor force by socio-professional group of household head, 1987 (percent)

Socio-professional group Percent
[|Ownership of agricultural holdings 5.6
||Emp|oyers, professionals and higher cadres 6.2
IMiddle cadres 6.6
Independent workers (in commerce and services) 14.1
[Craftsmen 13.4
||Emp|oyees 7.6
ILaborers 16.7
Services employees 5.1
Armed forces 5.3
|Other occupations and unemployed 19.4
Total 100
Source: Kasparian, R. et Beaudoin, A., La population déplacée au Liban

1975-1987. Université St. Joseph (Beyrouth) - Université Laval -
Quebec (Canada), February 1992.

d. Geographical distribution. The war, forced displacement of the population, and the relocation
of establishments contributed to change the geographic distribution of the labor force in favor of
the regions as shown in Table I11-15. There is no reason to believe that this pattern has changed
significantly since 1987, as new activities continued to locate outside administrative Beirut.

Table 111-15: Geographic distribution of the labor force
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(Percent)
. Mount North South
Beirut Lebanon Lebanon Lebanon Bekaa Total
1970 27.8 38.3 13.7 11.5 8.7 100
1987 17 42 16 13.7 11.3 100
Source: Ministry of Social Affairs, Th ional R he Worl

mmit for ial Development, March 1995; and thePopulation and
Housing Survey.

3. Major labor force issues

The pattern of economic growth in the period preceding the war was characterized by its weak
capacity for absorbing labor, on the one hand, and the divergence between the educational
system and the requirements of the economy, on the other. The war contributed to accentuate
this divergence, in addition to lowering productivity and causing the standard of living of the
mayjority of the labor force to deteriorate.

a. Unemployment. The problem of unemployment has many facets. There is first the quantitative
aspect (unemployment rates); second, there is the qualitative aspect which relates to the
characteristics of the unemployed; in addition to the various manifestations of unemployment
(overt unemployment, disguised unemployment, partial unemployment, etc.)

Overt unemployment is currently estimated to be between 12 and 14 percent of the total labor
force. Young people who are seeking employment for the first time are the category most
affected. Each year between 35,000 and 40,000 people enter the labor force market for the first
time. Of these a significant number are university graduates, many of which are educated in
disciplines for which there are limited outlets.

The other forms of unemployment include what is referred to as disguised unemployment,
partial unemployment, temporary employment and marginal occupations. For example, the
number of workers in the services sector is a present approximately two and half times that of
the pre - war figures, while output in the sector (in constant prices) is not much different.

The same problem is found in the public sector, with low productivity and redundant
employment. It is also possible to speak of unemployment in connection with professions such as
engineering, medicine, pharmacy and law practice, whose ranks have been swollen by the influx
of new entrants into these professions.

b. Technical education and vocational training It has been observed that unemployment rates
were rising while productivity was falling. One of the reasons for this disparity is that
improvements in education have remained confined to the quantitative aspect, while quality in
general deteriorated. The main explanation, however, lies in the predominantly theoretical
nature of education, which does not give sufficient importance to technical and vocational
education and training.

During the war years, and up to the beginning of the 1990s, the ratio of students enrolled in
technical and vocational schools and centers to the total number of students enrolled at the
intermediate and secondary levels varied between 8 and 11 percent. This is a low ratio
compared to other countries and Lebanon’s need, especially during the reconstruction phase.
The sector is dominated by private schools and characterized by the failure of existing types of
specialization in public schools to match the needs of the labor market. There is also absence of
programmes to rehabilitate workers and technicians currently employed to fill the gaps in their
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skills. To overcome these shortcomings, the Government established in 1993 a specialized
ministry and has initiated an ambitious programme for development of the sector, involving
building of new vocational and technical education schools, and upgrading and developing the
institutional capacity (planned allocations amount to US$ 250 million during the plan period).
Furthermore, a comprehensive study is underway on the needs of the labor market and ways to
reflect these needs in the education system.

According to a study, which was undertaken towards the end of 1987, there were 138 vocational
training centers in Lebanon. Not all of these centers, however, were functioning; and more than
half of them were located in Beirut and surrounding areas. Most of these centers (about 80
percent) provided training for adults in low-skill occupations. Also, most of the centers were
established by charitable institutions and organizations with a humanitarian orientation that was
not necessarily linked to specific labor market needs.

The existing training institutions are poorly equipped and staffed. The training offered is of the
traditional type, addressed mainly to females who constitute 75 percent of those enrolled
(sewing courses, flower arrangement and hair dressing).

Another field study, which was carried out at the beginning of 1993, revealed that the majority
of training institutions lacked the financial resources and incentives to offer training in fields
requiring costly equipment and highly-skilled instructors. Also, institutions do not maintain
permanent and regular links with employers, which would allow orienting their training in the
directions needed, instead of focusing on training in skills that are not in line with current and
future market needs. In addition, training at the work place, or through workshops coordinated
with companies and firms, is either weak or absent.

c. Living conditions It is estimated that no less than 65 percent of the Lebanese labor force is
dependent on wages and salaries, or similar forms of compensation, for their livelihood. Over
the last decade, the real value, or purchasing power, of wages and salaries deteriorated sharply.
In constant prices, the minimum wage in 1992 was only 30 percent of its 1974 value. Social
benefits and allowances (family and health) were similarly hit by inflation. This situation has
been aggravated by the fact that a large segment of the labor force is not covered by any form
of insurance which, in any case, does not provide unemployment benefits.

d. The labor law and trade unions. The labor law in force dates back to the 1940s, except for
some amendments that labor negotiated regarding separation from employment. The law has
not kept up with developments, in particular with the provisions of international and Arab labor
conventions, and especially those on safety and health. The inspection apparatus at the Ministry
of Labor, which was ineffective during the war, has recently began to report violations to the law
on a wide scale.

Employers associations (commerce, bankers, industrialists, etc.) and professional syndicates
(engineers, doctors, lawyers, etc.) enjoy a high degree of representation and participation in
decisions and matters of concern to them. In contrast, other segments of the labor force are
either not organized (such as public sector employees and agricultural workers), or the
representation of their constituencies is weak.

Strengthening the role of trade unions requires a conducive environment and the opening up of
permanent channels for dialogue with employers and the government to avoid conflict and
confrontation.

4. Prospects of sustainable human development at the labor force level

The experience of the last decade has shown that economic growth can coexist with high rates of
unemployment, large disparities in income distribution, and other social problems and
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imbalances. From a human development perspective, the issue is not only one of growth in
domestic output and productivity, but also one of growth that benefits people and enhances
participation and empowerement.

Lebanon is a small country with limited natural resources; hence, the crucial role that human
resources play at the economic level. The country’s pre-war prosperity could not have been
possible without the advantage it possessed in terms of manpower, relative to the situation in
neighboring countries. This enabled it to play the role of intermediary between Arab countries
and the advanced countries of the West. Now, more than ever before, the economic future of the
country appears to depend on human development, given the challenges that the country is up
against as a result of actual and potential transformations taking place at the global and

regional levels.

In dealing with the problems of work and unemployment during the reconstruction phase, due
attention must be given to the social dimension. Similar priority, as given to the goal of
economic stability and to physical reconstruction, should be accorded to strengthening those
productive economic sectors capable of generating employment opportunities (especially
agriculture, industry and tourism), and improving the standard of living for wage earners and
similar groups. By way of example, this requires:

First: Allocation of adequate resources and financing for the promotion and strengthening of
industrial, agricultural and touristic projects, especially small and medium enterprises.

Second: Emphasis on the social dimension in the tax system by increasing reliance on direct
taxes, especially that profits and yields (interest, commissions, real estate) have increased
considerably at the expense of wages. Efforts are also needed to limit as much as possible
increases in the price of basic social services (education, health, housing, transport, etc.) for
those with limited income.

Recently, the government has been paying more attention to these issues, taking a number of
measures that affect directly and indirectly the labor force. The steps taken include the
launching of a labor force survey, reconsidering some of the social policies affecting the health
sector and the social security system, and the elaboration of a plan to reform the education
system, including vocational education and training. These measures, however, fall short of
formulating an effective employment policy, including regulating the labor market in so far as
foreign labor is concerned; enacting a wage policy in agreement with the parties involved in the
production process; and reassessing the approach towards and relations with labor unions.

DON'T STOP HERE .. THERE 1S MORE TO READ IN CHAPTER THREE
GO TO SECTION D:
FOREIGN LABOR
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D. Foreign Labor

to deal with the issue of migrant labor, considering it a major

development issue. In the contemporary world of the globalized

economy, markets, information and culture, poverty and
unemployment are becoming less and less bound by geography. Hence, the need to
formulate rules to deal with migrant or foreign labor at the level of individual
countries and internationally. Such rules would recognize the basic individual and
social rights of migrant labor who contribute to the development of the country of
destination and are, from a developmental point of view, an integral part of that
society though they do not hold its nationality or enjoy the right to participate in
political life as citizens.

E The World Summit for Social Development devoted a separate section

Foreigners residing in Lebanon can be classified into two main categories. The first
category includes foreigners and their families residing on a permanent basis. These
can be found in different regions and cities where they live and work under similar
conditions as the Lebanese population. According to the Population and Housing
Survey of 1996, these number 26,968 families, or around 4 percent of all families,
and represent 132,000 individuals, or 4.2 percent of the population.

The second category includes foreign workers who often live at construction sites,
place of work or with their employers, and Palestinian refugees in camps. This
category, which does not lead a stable family or professional life, is the subject of
this section.

Foreign labor in Lebanon is characterized by massive presence, which by itself
constitutes an issue. Developmental considerations require to look into the impact
of foreign labor to assess its positive and negative effects on the process and course
of development in the country.

1. Status of foreign workers

a. Legal status. Foreigners need a visa to enter Lebanon. This is the primary
mechanism of control and supervision on the entry of foreigners to the country. This
requirement, however, is not applicable to Syrian nationals who by far constitute
the largest number of expatriate labor in the country. As to the Palestinians who are
refugees in Lebanon, new procedures came into effect recently that require them to
obtain a visa to enter the country.

A permit from the Ministry of Labor is required to work in the country. The Ministry,
however, lacks the resources to carry out this task effectively. This restricts the
control it can exercise on foreign labor, and the number of permits it grants, to
those that are controlled at the official points of entry which is far below the actual
number that enter the country.

The Lebanese law entitles foreign workers, who are in possession of a work permit
from the Ministry of Labor, to enjoy full social rights. In its application, however, the
law is not strict. This enables employers to take advantage and not register
foreigners with social security, or offer them any social and health insurance.

b. Number of foreign workers. Estimates of the number of foreigners in Lebanon
vary widely from one source to the other. Hence, the need for caution in
interpreting figures on the subject.

Page 1



Foreign Labor

The Ministry of Labor regularly publishes figures on the number of permits issued to
foreign workers in the country. According to reports by the Central Administration
for Statistics, based on the number of permits issued by the Ministry of Labor, the
number of foreigners who obtained work permits in 1995 was 41,969. These figures,
however, are incomplete as they do not include all foreign workers and do not
differentiate between new and renewed permits. Indeed, work permits do not reflect
the true number of workers as the majority among them work without permits,
particularly Syrian workers who constitute the large majority in the country and
Palestinian workers. However, figures of work permits may be indicative for some
categories of foreign workers and their distribution by nationality and profession.

According to a report prepared by the Council for Development and Reconstruction,
the number of foreign workers was estimated at 250,000 in 1992, of which 200,000
were Syrians, 35,000 Asians and 15,000 from other nationalities. It is to be noted
that none of the estimates reported is comprehensive and accurate. However, there
can be no doubt about a rapidly rising presence of foreign workers in the early
1990s, which in the past couple of years has tended to stabilize. In this connection,
figures published by the General Directorate of Public Security put the net inflow of
Syrians into Lebanon at 1.6 million between the beginning of 1993 and the end of
1995 (it is to be noted, though, that information on Syrian workers leaving the
country is not reported accurately, which implies that the actual figure is
considerably less).

Based on the views of a number of experts in the economic and social fields, and
drawing on estimates of the number of residents in relation to the volume of
consumption of selected some basic commodities and limited field surveys, the
number of foreign workers is estimated to have been 600,000 at the end of 1995, of
which about 450,000 are Syrian workers.

c. Professional qualifications According to the Central Administration for Statistics, of
foreign workers holding permits issued by the Ministry of Labor only 3 percent have
high academic qualifications, 5 percent have qualifications in commerce and
services, and 92 percent lack experience and/or qualifications. This is indicative of
the nature of work that most foreigners perform in the country.

Foreign workers in the country can be classified by sector of activity as follows:

* First: Nationals of Srilanka, the Philippines, India and African countries
provide household services and similar functions in business establishments.

* Second: Nationals of Egypt, Sudan and Syria (some) work as janitors,
cleaners and porters in buildings and commercial establishments.

* Third: Nationals of Syria and Egypt (some) work in construction, farming,
road construction, car-servicing, cleaning and garbage collection, repair and
maintenance workshops, and as peddlers and porters.

* Fourth: West Europeans, and some Arab and other foreign nationals, are
engaged in sectors that require scientific skills or financial means.

d. Living conditions. Based on the above categorization, the following may be
deduced regarding the living conditions of foreign workers:

* The majority of workers in the first category live and work under difficult
conditions and circumstances; the treatment they receive depending on the
conduct of the employer.

* Those under the second category (doormen, janitors, and warehouse
workers) work under exhausting circumstances in unhealthy locations; they
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also live mainly in places lacking in infrastructure and services.

* Workers under the third category can be divided into three groups. The first
work on an individual basis performing personal chores in urban locations,
such as porterage , peddling, public transport, shoe polishing and car
servicing. The second group engage in seasonal and rural activities, mainly in
agriculture and works other than construction. The third group is involved in
organized activities of a short or long-term nature (large construction
projects, rehabilitation of the infrastructure and garbage collection), while
some are skilled in specific repair works (tiles, colored glass, erecting fences,
etc.). The three groups, however, share in common unsatisfactory living
quarters and poor living conditions in general.

* Foreign workers falling under the fourth category constitute an exception in
that they are well-paid compared to their Lebanese counterparts and enjoy
above average living conditions.

From the above, it would appear that the majority of foreign workers live under
very poor conditions, some are subject to exploitation by employers and
employment agencies with no deterring laws to protect them. While the situation in
the public administration may result in large numbers of foreigners working without
permits and licenses, it reflects adversely on them when they suffer work-related
accidents or health problems due to absence of insurance to protect them.

e. Earnings and remittances. Earnings of foreign labor may mainly range between
US$ 75 and US$ 250 monthly. The volume of foreign workers remittances sent
abroad is a controversial issue. The information needed to calculate the volume of
remittances by foreign workers is not available, though there is agreement that the
sums involved are substantial, given the size of the foreign work force.

The main issues that confront Lebanon as a result of the large presence of foreign
labor have to do with the human and social implications which this presence poses,
and its impact on the economy and the labor market, on the one hand, and on
human development and social integration, on the other. Both aspects are
considered in the sections below.

2. Foreign labor and the Lebanese society

Based on the above characterization and classification, a number of questions may
be raised regarding the impact of foreign labor on the society from both an
economic point of view and a social and security point of view.

* What are the effects of foreign labor on unemployment in the country?

* What are the effects of foreign workers remittances on the economy?

* What are the security implications of the massive presence of foreign labor in
Lebanon (criminal activity)?

* |s there a relation between sustainable human development and foreign labor
in the Lebanese context?

An attempt to answer these questions follows. The size of the Lebanese labor force is
estimated to be around one million, with large variations in educational attainment
in its ranks, indicative of the potential to adapt to different types of economic
activity if it were to be rehabilitated and trained properly. On the assumption that
the unqualified foreign labor mainly lacking in experience competes with Lebanese
workers whose educational attainment is below the elementary level or who are
illiterate (about two-fifths of the Lebanese labor force), the issues involved can be
cast as follows:
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First: Lebanese employers prefer to engage foreign workers since this enables them
to save substantial amounts, on the one hand, by paying them wages that are below
the stipulated minimum level and, on the other, by evading to register them in the
social security system. Employers also consider foreign workers to be more
productive in view of their willingness to observe closely technical instructions and
working hours, implying a higher value added contribution compared to their
Lebanese counterparts.

Second: Lebanese workers are not likely in the first place to accept the same terms
as foreigners for social considerations (e.g., domestic help which before the war
provided employment for a large number of female workers during the phase of
migration from rural areas to urban centers, but which has come to be regarded as
socially degrading or unacceptable). There are also economic considerations that
mitigate against Lebanese workers accepting such types of employment. These have
to pay rent and other expenses and, consequently, will not accept the same wages
paid to foreigners, or not to be covered by social security. They are also in a better
position to pursue their social security entitlements legally and in an organized
fashion through their syndicates.

The experience of the last few years has confirmed these apprehensions, with
employers taking advantage of the surplus supply of foreign workers to secure
cheaper labor to execute projects and increase profits. Problems arise because the
labor market is not organized, and the entry of foreign workers is not regulated in
line with requirements. As a result, some jobs which would have gone to Lebanese
workers were taken up by foreigners.

The encouragement by the Lebanese authorities to Western and Arab companies
and individuals to invest in Lebanon reflects a conviction that these can make a
positive contribution to the economy through the creation of job opportunities and
increased productivity and production. Foreigners with high educational
qualifications and experience (experts, consultants, professors) can also benefit the
economy, but their earnings greatly exceed those of their Lebanese counterparts,
who may be equally qualified.

Reverting to the questions raised about the relation between foreign workers and
unemployment and its implications for the national economy, the following may be
noted:

* The problem of overt unemployment in the past years has been eased as a
result of emigration abroad, the branching out of establishments, the
expansion of the parallel economy, the increase in the size of the security
forces, and excessive employment in the public administration. In addition,
disguised unemployment developed rapidly. Other factors, however, tended
to aggravate the unemployment situation. These include the destruction and
damage affecting many sectors, internal migration, forced displacement, and
the deterioration in agricultural activities. Foreign labor is an additional
factor exacerbating unemployment in the sense that it has introduced a
situation that uneducated Lebanese workers cannot overcome. However,
foreign workers are mostly found in fields that most Lebanese workers would
not accept to enter. This may "absolve" foreign workers from being
considered as the main cause of unemployment.

* The impact of foreign labor on the economy can not be assessed properly in
the absence of broad-ranging studies due to the complex and controversial
nature of the relation involved. Such studies, however, can not be carried out
at present because of the lack of relevant surveys and facts. It is important to
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bear in mind in this connection that remittances constitute a considerable
drain of foreign exchange resources; however, the bulk of remittances
represent payments for services needed by the Lebanese economy. In other
words, they help to generate value added that would not be forthcoming
without foreign labor. The presence of foreign labor also helps to avoid
bottlenecks and meet seasonal needs; and in the present circumstances,
provides manpower needed to implement the reconstruction and
rehabilitation program. Considerable profits accrue to companies, employers,
employment agencies and brokers, as a result of employing foreign labor.
This, however, does not translate into tangible economic and social benefits
for the Lebanese citizen, since the employment of cheap foreign labor is not
reflected in lower prices for commodities and services that foreigners help to
produce. Finally, foreign labor should be provided with a minimum of social
services.

This highlights the need to adopt policies to regulate the inflow of foreign labor into
Lebanon, taking into consideration the actual needs of the economy with a view to
providing more job opportunities for Lebanese citizens.

With respect to social - "behavioral" issues, for some time now observers have
noted, even in the absence of accurate data, a relation between the presence of
poor foreign workers and certain disorderly behavior patterns. Many of the workers
entering the country have to wait a long time before finding a job, which could push
them to commit criminal acts. Those monitoring security reports observe a high rate
of crime committed against foreigners, by foreigners against Lebanese, and among
foreigners themselves.

There is also the bad treatment and excesses that affect mainly foreigners
performing household services (withholding passports and salaries, and depriving
them of other entitlements such as time off and holidays). This highlights the need
for change to ensure basic rights for foreign workers.

3. Conclusions: foreign labor and social integration

The above review has clearly shown the urgent need to formulate a clear policy to
regulate the inflow and employment of foreign workers and, on a more general
level, attempts are to be made to set objectives and elaborate policies to deal with
the foreign labor issue in a medium-term perspective. Again, the latter aspect could
be considered within the context of the formulation of a national employment
strategy. Policies governing foreign labor should be based on accurate information
relating to the number and qualifications of foreign workers, and an objective
assessment of the problems they face and the means to resolve them in a manner
that safeguards their basic rights and the interests of Lebanon.

The civil society bears responsibility to provide a platform for activities that target
less privileged groups, including foreign workers, and to make them a part of the
social continuum. This dimension in the activities of non-governmental
organizations has remained weak. Until now, there is no organization that concerns
itself with defending the rights of these categories, and to which they could turn to
resolve their problems and lessen the feeling of alienation.

Dealing with this issue does not only serve the interests of foreign workers, but is
also in harmony with the essence of the sustainable human development concept
and the interest of Lebanese citizens. If legal, administrative and political limitations
differentiate clearly between the status of Lebanese and non-Lebanese, this is not
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true of poverty, marginalization and social and security problems which do not
recognize the existence of such limitations. Lebanon has experienced, before and
during the war, the implications of this overlap in the poverty pockets of Beirut and
its suburbs, which consisted of both Lebanese and non-Lebanese. In the post-war
era, a new overlap has emerged in the marginal sector and in security breaches,
involving labor of Lebanese and foreign nationalities.

The issue of migrant and foreign labour merits increased attention, particularly and
in priority entry into the country and regulation of employment, on the one hand,
and action guaranteeing basic human and social rights for all those residing on
Lebanese territory, based on universal human rights principles. Presence and
participation of foreign labour in the longer term are to be considered within the
context of the country's development strategy in general, and employment strategy
in particular.

DON'T STOP HERE .. THERE 1S MORE TO READ IN CHAPTER THREE
GO TO SECTION E:
HOUSING: SITUATION AND PROSPECTS
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E. Housing: Situation and Prospects
1. Introduction

E Housing constitutes an important and complex socio-economic
dilemma facing large sectors of the population. The availability and accessibility of
suitable housing is a principal goal of sustainable human development that calls for
strengthening communitarian ties and improving links to the land and environment.

Since independence, the housing sector has developed at random. Poor urban
planning, unbalanced distribution of infrastructure, extensive rural-urban migration,
incompatibility between the place of residence and work, and lack of a modern
public transport network contributed to the heavy concentration of economic
activity and population in the capital and surrounding areas.

This situation has been reflected in the deterioration of the urbanization pattern in
general, and in urban and sub-urban housing conditions in particular. Imbalances in
the housing sector have been compounded by the fact that relevant official
institutions and policies did not emerge until the beginning of the 1970s. The
outbreak of the civil war aggravated the situation, rendering the implementation of
housing policies practically impossible.

The outcome has been costly for society and the environment: enormous pressure
on public utilities and neglect of maintenance; green spaces virtually disappearing
in urban and semi-urban areas; spread of random construction and unplanned
urban and semi-urban conglomerations; and a sharp rise in population density in
the suburbs. The situation was further aggravated by problems relating to waste
disposal; increasing water and air pollution; traffic congestion and mounting
pressure on the transport system, and lack of parking facilities and open spaces.
These factors combined contributed to disturb the ecological balance, and to create
a setting leading to the deterioration in living conditions and in the quality of life.

2. Available Housing Indicators

a. Pre-war situation. Prior to the war, the housing situation exhibited a number of
imbalances. In 1970, the average number of persons living in one room was 1.73, or
approximately one-third higher than in countries at a similar stage of development.
For more than 56 percent of the population, the ratio exceeded 2 persons per room.
Also, one-sixth of all main housing units-estimated at about 396,000 units in that
year - lacked a kitchen and running water; while 12 percent were completely worn
out.

In the mid-1970s, Lebanoris housing requirements for the last quarter of the
century were estimated at 400,000 units. This would have covered new demand
generated by population growth (57 percent), relieving over-crowding (28
percent), replacing worn-out units (12 percent), and replacing improvised units (3
percent).

b. War-related damage . The war caused extensive damage to the housing sector.
Estimates - based on a comprehensive field survey - indicate that 11 million square
meters (m2) were affected, or the equivalent of 80,000 housing units of an average
area of 135 m2 per unit, with a total cost of approximately US$ 2.5 billion. This
figure does not take into consideration the price of land, nor the cost of
rehabilitating or providing the supporting infrastructure. Earlier estimates by the
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World Bank noted that out of a total of 600,000 units, about 170,000 units were
partially or completely damaged during the war, of which 70,000 units were
rehabilitated during the war. Of the remaining 100,000 units, 74,000 remained to be
rehabilitated, 14,000 partially destroyed and 12,000 completely destroyed were to
be reconstructed.

It is noted here that in addition towns and villages of southern Lebanon and the
western Bekaa have continued to suffer damage and destruction of housing and
other property in the past years. Thus, in the summer of 1993 and in April 1996,
1,000 houses were destroyed each time and thousands of others damaged to
various degrees.

c. Current and future needs. Housing needs can be divided into two categories:
acute and short-term needs, and long-term needs. Available studies indicate that
the former category involves 240,000 units, of which 145,000 units are urgently
needed; while the long-term needs are estimated at 145,000 units. The aggregate
housing need was established at 385,000 units for the 1995-2006 period. This
enormous gap illustrates the extent of the imbalance in the housing market.

d. Groups most affected The housing crisis affects mainly the poor and marginalized
groups in society, whose numbers have increased after 1975 as a result of the sharp
deterioration in per capita income and average wage levels, and the spread of
poverty.

* More than two-thirds of new entrants to the housing market - whose
aggregate housing needs vary between 10,000 and 15,000 units a year - are
in need of accommodation.

* The displaced - who suffered the heaviest losses in the housing sector - are
confronted with the same problem. As of mid-1995, renovation and rebuilding
had covered only one-fourth of their needs.

* An increasing number of Lebanese, especially in the capital Beirut, live in old
and dilapidated houses. Available information (1994) indicates that about 30
percent of buildings in Beirut are more than 50 years old, compared to 12
percent at the national level in 1970.

* The problem of housing affects those living in overcrowded accommodation,
whose numbers have risen sharply relative to the total population. On
average, the number of people per room in 1995 exceeded 2 persons in
Beirut, compared to the national average of 1.73 persons in 1970.

* Housing conditions exert pressure on specific groups, such as families who had
lost their provider, or whose provider sustained a physical or psychological
handicap as a result of the war; as well as the unemployed.

* The housing problem appears at its worst among unskilled foreign workers.
These lack the minimum housing ingredients, which leads to further
deterioration of the environment and surroundings.

e. Housing prices. A distinctive feature of the housing - real estate situation is the
high price of land. According to estimates made by the Beirut Order of Engineers,
the share of land in the total cost of construction ranged between 45 and 50 percent
over the past two decades. This reflects the importance of the yield on real estate in
determining housing costs.

The small size of the country, preference by the Lebanese for land as an instrument
of saving and investment, and low taxes on property ownership and transactions
have contributed to bring about a sharp rise in the demand for land and in the
number of real estate transactions which rose by 215 percent between 1972 and
1992. The rise has also been linked to the manner in which land prices reacted to
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successive waves of inflation. The housing "commodity" was one of the rare
commodities where the rise in prices was not only sufficient to compensate for the
effects of the inflationary phase that extended between 1984 and 1992, and for the
collapse in the value of the national currency, but also produced a substantial net
increase in real terms of over 40 percent, according to available data.

f. Supply - demand imbalance. Since the early 1990s, there has been a surge in
reconstruction activity, which may be gauged from the areas for which building
permits were delivered (even though this does not necessarily mean that
construction was initiated): from an annual average of just under five million m2 in
the 1980s to 14.3 million m2 in the first half of the 1990s. The increased supply did
not adequately respond to pent-up demand. Indeed, a basic feature of the housing
situation is the large imbalance between supply and demand. This can be observed
at four levels:

First: A large imbalance in the rental market. This has been reflected in the virtual
absence of offers - due to inflation and the collapse of the national currency - at
least until the enactment of the law which liberalized new rents as of 1992. This
measure, however, did not resolve the problem for those seeking rent, in view of
the high level of rents demanded compared to income levels in general, but
especially to those of wage earners. It is noted that at the national level, less than
half of households are owners of their dwellings and that in Beirut city the
percentage of owners is only 28.7 percent, compared to 56.7 percent of tenants, and
the balance other arrangements and situations.

Second: A large disparity in terms of location between offer and demand. This is
primarily due to rapid and random urbanization, and the heavy concentration of
infrastructure and economic activity in certain areas. The situation was aggravated
by the successive waves of forced displacement during the war, which deepened the
imbalance between rural and urban areas. At the start of the 1990s, 84 percent of
the population were living in urban areas compared to about 60 percent in 1970.

Third: A significant disparity between the structure of demand for housing and the
structure of supply, in terms of space and specifications. The high share of land in
total construction cost has led investors to focus on relatively large and luxury
housing in order to maximize profits. This has been at the expense of small and
medium-sized housing units of moderate cost and price. The average area of a
housing unit rose - contrary to actual needs - from about 150 m2 in the second half
of the 1970s to almost twice that size in the early 1990s.

Fourth: Under the impact of these structural disparities, and despite the widening
gap between supply and potential demand, the phenomenon of vacant apartments
became more pronounced. A number of converging estimates put the number of
vacant apartments at mid-1995 between 60,000 and 65,000 units in the Greater
Beirut area alone; and the volume of investments tied therein at US$4 billion to
USS$ 4.5 billion. Other estimates put the vacancy rate at 11.9 percent, or
approximately 13,868 vacant apartments out of a total of 116,438 in only Beirut
administrative district. The fact that most of the construction was auto-financed, and
not through the banking system, helped to avert a real crisis.

3. Housing Policies

a. State intervention in the housing domain (1975-1992) The state did not play a
direct role in providing housing, confining its intervention to legislation and
provision of credit. This has meant leaving market mechanisms to dictate
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production, allowing in the process sharp and exaggerated increases in prices and
real estate yields to emerge, excessive investment in real estate, manipulation of
building specifications and other phenomena that confirmed the lack of a balanced
and regulatory role for the state.

A number of other factors and indicators point in the same direction, including the
inability of the government to deal with the shrinking market for rent and the
disruption of owner - tenant relations; in addition to the relatively limited role that
public and semi-public institutions played in providing financing to meet the housing
needs by the groups most affected by the crisis. Over a period of two decades, these
institutions combined (the General Directorate for Housing, the Autonomous
Housing Fund, the Housing Bank and the National Union for Cooperative Credit)
provided fewer than 30,000 loans, i.e. less than 7.5 percent of estimated total
housing requirements during the last quarter of the century.

b. New directions in housing policy. New directions in housing policy have centered
on two aspects: legislation and financing. In the field of legislation, a new rent law
was enacted at the beginning of 1992. The law liberalized new rents and adjusted
upward rental contracts concluded prior to that date. The latter were also linked to
wage correction, stipulating that rents would increase by half the percentage
increase on the first tranche of wages. A new rent law was proposed in 1995 but met
with several objections that led the government to postpone its decision until the
end of 1996, when once again the existing law was extended for another year - until
the end of 1997.

In the area of finance, the government moved after 1992 to reactivate public and
mixed housing - credit institutions. The capital of the Housing Bank was raised from
LL 50 million to LL 50 billion, while the government share was reduced to 20
percent. New rules were also laid down for setting interest rates, and the maximum
duration and size of loans were set, respectively, at 20 years and US$ 50,000. The
ceilings on credit provided by the Ministry of Housing and the Autonomous Fund for
Housing were also raised. Moreover, in 1994-1995, the government allocated about
$465 million to support the efforts to return the displaced to their original place of
abode; and in April 1996, it decided to issue US$500 million worth of Eurobonds to
strengthen housing credit facilities.

c. Evaluation of the new trends in housing policiesThe liberalization of new rent
contracts restored some realism and credibility to the rental market in the country.
It is evident, however, that the number of potential beneficiaries has remained
limited in view of the wide gap between current rents and income levels in general,
but especially for the low and middle-income groups. As for old rent contracts, any
haste to liberalize them, before all ingredients of a proper housing policy are put in
place, could lead to friction. Hence, the problem is likely to persist for some time.

An assessment of the new trends at the level of housing credit and financing
indicates the following:

* The sums designated by the public and mixed sectors for financing housing in
the two years 1994 and 1995 are estimated at US$ 700 million. One-third of
this amount was intended for loans by the Ministry of Housing, the
Autonomous Fund and the Housing Bank. The balance of two-thirds was for
grants to be made by the Ministry for the Displaced and Fund for the
Displaced. On the assumption that the entire sum was allocated to deal with
the damage caused by the war - estimated at US$ 2.5 billion - it would have
been sufficient to cover about one-third of the requirements. It is noted that
the actual allocations for housing in both these years have been considerably
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less than planned.

Table 111-16: Planned allocations for housing by the public and mixed sectors

(US$ million)

Institution 1994 1995 Total

Loans | Grants | Loans | Grants | Loans | Grants
Ministry of Hqusmg 30 B 60 B 90 B
and Cooperatives
Ministry and Fund
for the Displaced 232.5 232.5 465
Autonompus Fund 15 B 30 B a5 B
for Housing
Housing Bank - - 100 - 100 -
Total 45 2325 | 190 | 232.5| 235 465

Source: Council for Development and Reconstruction,

European Commission, Evaluation des dommages, Habitat
(Beirut), August 1995.

* In principle, the funds available for housing are not confined to dealing with
the damage caused by the war, but also cater to other housing needs.
Consequently, the above-mentioned level of financing, even if it were to be
renewed annually, would be small compared to the needs. The shortage
would be most acutely felt by the poor whose monthly income is less than $
500. Given the interest rates charged by credit institutions, the ceilings set on
housing loans and the upper limit that the ratio of repayment to income
should not exceed, it becomes clear that the poor will find themselves unable
to meet their housing needs under the existing system. This highlights the
urgency to find other means of financing geared to the specific needs of these
groups.

* The ability to respond to the needs of population groups with a monthly
income of between US$ 500 and US$ 1,000, which are among the groups
targeted by the Housing Bank, will depend on the extent to which the
operations of this bank are activated and resources made available to it, on
the one hand, and on its application of objective criteria in determining access
to credit, on the other.

* The more serious discrepancy, however, remains the gap between the credit
ceilings applied by the various credit institutions, on the one hand, and the
prices of apartments, on the other. People with limited means seeking loans
are obliged to cover a considerable part of the cost of housing from their own
resources, which is beyond their means. As a result, they will find themselves
being pushed gradually to move away from urban centers to peripheral
semi-urban locations and to the countryside. Thus, the housing credit system
would have contributed to segregate the population and to the exit of the
middle and lower classes from the capital and other cities. Such a prospect
poses complex issues for the process of social integration which is an essential
ingredient in sustainable human development. In addition, a number of
features in the operation of credit institutions generally discriminate against
certain categories such as the un-married, female heads of households,
tenants and especially those that can not provide adequate collateral.

®* On a broader and more comprehensive level which relates to the totality of
short and long-term housing needs, the credit system in place will not be able
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to resolve more than a fraction of the housing problem. Applying the same
procedure as the Council for Development and Reconstruction (Housing study,
1995), the cost of financing these needs can be estimated at US$ 13 billion,
excluding both the price of land and repairing the damage caused by the war.
This exceeds by far the volume of financing that could be expected to become
available to concerned public and semi-public institutions.

4. Towards a solution to the housing problem

The housing problem can not be dealt with from a housing perspective only, but
should rather be considered within the broader framework of economic and social
development, especially with regard to the allocation of capital investments and
achievement of balanced economic growth.

High economic growth rates should provide a climate conducive for expanding
demand and for attracting resources for investment in the housing sector. This, in
turn, will contribute to raise the level of domestic output by expanding employment
opportunities, value added and incomes in the housing sector. However, this
positive interaction will not necessarily be achieved through the operations of
free-market mechanisms.

Finding solutions to the housing problem will require reinforcing existing policies
and finding new initiatives to make optimal use of material, human and social
resources available to the housing sector. It also requires harmony between
economic incentives for developing the housing sector and the social character of
housing as a "commodity".

Overall housing policies should focus on developing and activating housing
legislation and financing to achieve a better utilization of urban space and planning;
rectify urban-rural imbalances; promote the rent market; and provide and
rationalize public transport services. Efforts should also focus on using tax policy to
reconcile the supply of housing with demand; establishing a real estate reserve
belonging to the state, municipalities and other public entities to be used in mixed
housing projects; and amending the currency and credit laws with a view to making
additional long-term financing available for housing projects.

As to the groups most affected by the housing problem, the first step would be to
identify these groups, to be followed by the elaboration of programmes to provide
them with direct and tangible support. Such programmes could include, in addition
to loans, grants, a reduction of interest rates on loans, and the construction of
housing units at affordable rents.

The contribution of the private sector to these efforts could usefully focus on
developing and adapting the construction industry and housing specifications;

urging banks and funding institutions to expand the scope of their operations to
finance housing, from both the supply and demand end; and encouraging real estate
companies and developers to orient the supply of housing towards the actual needs
of the population.

The civil society could also be called upon to assume a bigger role in overseeing and
evaluating the course of development in the housing sector, and in ensuring the
preservation of basic environmental balance and the quality of life. It should also
get involved in the utilization of the large real estate reserve - belonging to the
state, municipalities and religious endowments - to cater for the needs of the poor
segments in society.
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DON'T STOP HERE .. THERE 1S MORE TO READ IN CHAPTER THREE
GO TO SECTION F:
EDUCATION AND SUSTAINABLE HUMAN DEVELOPMENT
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F. Education and Sustainable Human Development

- Considering education from a sustainable human development
E perspective raises a number of fundamental questions:

* What is the contribution of the school (in the area of general education) to
enabling students to participate in the development process and partake in its
benefits? This question relates to the acquisition of knowledge and training.

* What is the percentage of the population who acquire this knowledge and
training? This question has to do with access to education.

* How should education be organized to promote interaction among students,
and to provide common ground and mechanisms that promote social
cohesion? This question relates to the role of education in strengthening social
cohesion.

* What measures are being applied by the authorities, or that should be taken,
to widen participation in shaping and building the future? This question
concerns the education policy being applied.

The contribution of education to sustainable human development is assessed on the
basis of the ability of the system to empower individuals and groups, and the role it
plays in activating the dynamics of the social fabric in a way that reinforces national
ties and enhances the opportunities for sustainable human development at all
levels. The ability of the education system to achieve these goals is examined below
by considering twelve relevant indicators. This is followed by an assessment of the
policies adopted to develop and improve the system.

1. Indicators

a. Universal basic education : age group 6 - 14 years, and eradication of illiteracy.
Elementary education is not universal. The enrollment ratio for the age group 6-9
years was about 84 percent in 1996; and 93 percent for the age group 10 - 14
years. This discrepancy could be due to delay in enrolling children in elementary
education at the appropriate age; and/or the decline in the number of children
enrolled due to economic difficulties or non-availability of schools in the vicinity.

Table 111-17: School enrollment ratios by age group and gender

(percent)
Age group (years) Male Female
6-9 83.7 83.9
10-14 92.6 93.4
15-19 59.3 65.7
20-24 24.7 24.9
25-29 6.0 4.6

Source: Ministry of Social Affairs - United Nations

Population Fund, Population and Housing Database Survey,
1996.

The overall illiteracy rate in Lebanon was 13.3 percent in 1996, with a large
disparity between males (9.2 percent) and females (17.8 percent). This disparity is
particularly marked in the upper age groups (45 years and above), with the

Page 1



Education
illiteracy rate attaining 22.1 percent for males and 46 percent for females. This
situation indicates that illiteracy is an inherited problem, but which is currently on

the decline; differences between males and females are also narrowing.

Table 111-18: llliteracy rate by gender and age group

(percent)

Age group (years) Male Female
10-14 2.0 2.2
15-19 3.6 3.6
20-24 4.1 4.8
25-29 4.6 7.0
30-34 5.5 8.5
35-39 5.8 11.5
40-44 6.9 16.8

45 and above 22.1 46.0

Source: Ministry of Social Affairs - United Nations

Population Fund, Population and Housing Database Survey,
1996.

b. Improving access to the secondary level for the age group 15-19 years - i.e.
reducing rates of failure, retardation and drop-out. Failure and retardation rates
remain high - estimated between one-fourth and one-third of students enrolled in
elementary, intermediate and secondary education. This explains the low rate (63
percent) of enrollment in secondary education.

The economic situation and the educational background of parents play a decisive
role in children’s education. The lower the position of parents on these two scales,
the higher the failure and drop-out rates. The provision of equal opportunities of
education, especially to low-income groups, requires that the underlying causes be
identified and dealt with. In this respect, the performance of the national education
system has been inadequate.

c. Ensuring equal opportunities between females and males in the education sector as
a whole. Available statistics show that approximately half of all students are female
(49.9 percent in 1995); the ratio being even higher at the secondary level (53.4
percent). It is also possible that the number of female students will exceed that of
males at the university level, especially if they continue to excel in official
examinations at the secondary level. In the academic year 1994/1995, the success
rate in these examinations was 57.7 percent for female students, compared to 51.3
percent for males; the number of female students who sat for the examination also
exceeding the number of males (12,839 females against 11,021 males). Females
consistently outperformed males in the different disciplines: mathematics, females
59.9 percent against overall 54.4 percent; sciences, females 61.9 percent against
overall 58.2 percent; and, philosophy, females 55.3 percent against overall 51.9
percent.

From this perspective, the situation in Lebanon can be considered satisfactory,
though differences still exist between the two groups with respect to illiteracy rates,
especially among older people.
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d. Ensuring equal opportunities in basic education for all regions and social groups
The war accentuated poverty in the remote regions and led to the deterioration of
education services. It is also believed that elementary enrollment ratios are low in
these regions.

Disparities between social groups begin to emerge at the elementary level, with the
rise in rates of failure, retardation and drop-outs among children of poor families.
These usually attend public or subsidized schools. As a result, the chances that
students attending private elementary schools reach university level are estimated
between three and five to one compared to students of public elementary education.
From this perspective, providing equal education opportunities for children in all
regions is an urgent need.

e. Providing the type of education that instills in students the basic knowledge needed
to make them active and productive members of society. Except for a limited

number of private schools and universities, the type of knowledge that students
acquire is not compatible with the times, nor is adequately acquired by students.

The scattered studies that have been carried out indicate that the curricula stress
fields of general knowledge (sciences and mathematics) and languages (Arabic and
foreign). They also indicate that this knowledge is transmitted in an encyclopedic
fashion (93 percent of instruction time is knowledge-oriented). Moreover, the
knowledge passed on is not up-to-date, suffers from inaccuracies and ambiguity in
the material offered at both the information and conceptual levels. The studies have
also revealed low academic achievement in general, 67 to 75 percent of students in
elementary education obtaining below average grades in basic subjects. A sample
survey and study of fifth elementary grade in 1996 revealed that the mean learning
achievement was 38.6 (out of a maximum of 100); there were slight variations
among public schools (30.4), free-of-charge schools (33.4), and private schools
(42.7).

Important factors determining education achievement are up-to-date, adapted
school curricula, on the one hand, and dedicated, qualified teachers and school
principals, on the other. With respect to the latter, there is a need for rehabilitation
and upgrading. The present student-teacher ratios are deceiving (11.6 for all
schools); they hide a fundamental problem affecting the education system - a
surplus of thousands of teachers in the public school system. In public schools, the
student-teacher ratio was 8 in 1995.

f. Equipping students with knowledge skills, or methods of thinking, and
communication skills that enable them to acquire, analyze, and deal with emerging
knowledge, and contribute to the development of society and themselves. An
analysis of school curricula and textbooks, and of examinations, shows that the
education system puts stress on the lower levels of knowledge, especially cognition,
comprehension and application skills of a textbook nature (home works in
mathematics and grammar) at the expense of higher levels of knowledge such as
analysis, synthesis and evaluation, which ought to be given more attention. Some
studies indicate that two-thirds of teaching time is taken up by instructors; reaching
80 percent at the secondary level. This is true of all subjects, attaining a maximum
in the social sciences.

The educational philosophy should promote mental and applied practical
participation by students, and instill in them the spirit of inquisition and analysis.

g. Providing a social up-bringing that equips students with life and social skills, and
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with values and attitudes that serve to promote development and advance society.

In general, the current curricula show little interest in life skills such as health,
environment and nutrition; or in social skills, citizenship and awareness of rights
and obligations such as communication skills, cooperation, expression of opinion and
independent thinking and dealing with conflict. Thus, school books still depict women
as housewives who cook and raise children, whereas men do the work and read. In
turn, social relations are governed by an idealistic authority (the loving and able
father, the devoted mother, the ideal teacher and the righteous clergy man), and do
not take the form of reciprocal or participatory and cooperative relations.

In this context, the curricula and related aspects (books, teaching and evaluation
methods) do not make an effective contribution towards promoting sustainable
human development.

h. Preparing students for work, through vocational orientation in general education
and training at the secondary and university levels, and through informal forms of
training that enhance skills and help students to keep abreast of developments
Vocational orientation is virtually absent in general education. Technical education
and vocational training were available for 8.8 percent (25,400, of which more than
70 percent in private schools) of all students enrolled at the intermediate-secondary
level in 1995, compared to the norm of about 25 percent. At higher levels, the
so-called technical specializations (Technical Institute Diploma (T.S.) and Technical
License (T.L.) absorb a relatively small fraction of students (around 5,000). As
indicated above (section C), vocational training is dispersed and largely dependent
on non-governmental organizations.

The problem, however, is not confined to the quantitative aspect, but goes beyond
that to encompass several issues on the qualitative side, of which the following are
worth noting: the problem of the curricula which were formulated in the 1960s, and
which have retained their theoretical orientation; excessive specialization in certain
fields without due attention to the absorptive capacity of the market - specialization
in traditional service occupations (tourism, secretarial services, kindergarten,
health services, etc.) still makes up some 70 percent of the total, and the rest is
spread over specializations in the fields of electricity, electronics, mechanics and
others; and, inadequate provisions at the material and teaching levels.

i. Expanding the absorptive capacity of the public education system to improve
opportunities for social interaction between students from different backgrounds so
as to enhance social integration and the formation of a common national cultural
base. Public education currently accounts for about 30 percent of all students
enrolled in general education, compared to 45 percent in 1972 /1973. The lowest
percentage is to be found in pre-elementary education (14.7 percent), followed by
elementary education (29.3 percent); but, 40 percent of the school population in
intermediate and secondary levels, and 49 percent at the higher education level
were enrolled in the public sector in 1995. The fact that the decline in the share of
public education has coincided with the war period, and that private schools often
have sectarian affiliations, have tended to weaken social integration and accentuate
inequality of access to education.

Available studies indicate a strong divergence in the content of education among
religious schools. This divergence has tended to widen with the production of more
books that respond to specific group needs. Thus, there is no common hero image,
or a shared vision of the national identity in its historic and geographic dimensions.
There is also the strikingly low standard of the Arabic language - the national
language - for students in basic education in the different schools.
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j. Expanding higher education opportunities so as to raise the percentage of
university students in the total population to 3 percent, or the enrollment ratio to 50
percent for the age group 20-24 years. There are 21 institutions of higher
education: one public (the Lebanese University),19 private institutions, and one
semi-public institution (Higher Technical Institute, Saida).

The university student/population ratio is 2,377 students for every 100,000
inhabitants (about 75,000 students in 1994). Although higher than the average for
Arab countries (1,100), the ratio in Lebanon is still far below that in countries like
France (3,000) or the United States (6,000). The fact that around one-fourth of
university students in the country are foreigners reduces the significance of the
ratio. Excluding non-Lebanese students, the ratio drops to less than 2,000 students
for every 100,000 inhabitants. The university enrollment ratio for the age group
20-24 years in 1996 is estimated at 24.8 percent only.

On the other hand, in 1995 some 75 percent of students studied humanities:
literature and arts (27.9 percent), and law, economics and social sciences (46.9
percent); while the scientific and engineering branches absorbed 22 percent of
university students. Moreover, the standard and quality of higher education are not
much better than in general education, as they also have lagged behind in adapting
to change and modern developments.

k. Existence of a cohesive education system The national education system lacks
cohesiveness. This is evident in the multiplicity of curricula and the fact that many of
them are borrowed from or inspired by other countries, culminating in secondary
school diplomas, such as the High School Certificate or the French Baccalaureate;
existence of disparate academic orientation defined by foreign standards, the
foreign language of instruction and books used, which renders transfers and
educational mobility difficult; and the branching out of the Lebanese university
beginning in 1977 to include 47 branches with all the attendant difficulties in
teaching and academic conditions. The situation has been further complicated by the
spread of new institutions of higher education with distinct sectarian or factional
affiliations.

|. Interaction between the school and its surroundings Interaction between the
school and the local surroundings (municipalities, clubs, associations, etc.) and
parents facilitates the education process. This interaction between the school,
whether public or private, and its surroundings is absent or very weak - a fact that
tends to isolate the school from the course of local development and weakens the
opportunities for mutual gain.

2. Education policies

There are plans and statements which indicate that the government intends to deal
with the problems in the system of education, and to develop its potential to enable
it to make a better contribution to sustainable human development and cope with
the challenges of the times. In this connection, theraef Accord considered under its
first section (under the heading of general principles and reforms) education as one
of five issues that needed reform. Ministerial statements by successive governments
since the end of the war have also stressed the priority of education, equal
opportunities in education, reform of curricula, and rehabilitation of the teaching
cadre.

Translating these intentions into tangible measures is to be done through plans and
projects to revive education. In this context, the budget of the Ministry of Education,
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Youth and Sports represented 5.7 percent of total allocations in the 1995 general
budget. By adding the budgets of the Ministry of Vocational and Technical Training
(1.7 percent), and that of the Ministry of Higher Education (1.78 percent), the total
share of the education sector in the budget of 1995 becomes 8.3 percent. This is far
below the share recorded in 1992 (12.5 percent), 1990 (11 percent) and 1986 (16.9
percent); and compares unfavorably with the situation on the eve of the war
(1974-1975) when the share of education in the budget was between 16 and 22
percent, after which it began to decline.

These figures highlight the gap existing between intentions (Taef Accord and
Ministerial declarations) and actual expenditures. Moreover, at the same time that
the share of education in the general budget has been falling - to about one-half of
what it was during the 1980s, and one-fourth of its level in the 1970s - its scope has
narrowed to cover essentially the operations costs of public education (salaries and
wages, 91.7 percent in 1995) and support of subsidized education. And, the findings
of a report by the education inspectorship reveal there are 5,000 surplus instructors
out of a total of 25,000. This situation implies waste equivalent to four times the
amounts allocated to investment, and three times that for operations costs in the
general budget of the Ministry of Education.

Based on the figures of the first part of the general budget, and the number of
students enrolled in the academic year 1995, the cost per student in public schools
amounts to US$ 850, or six times the value of grant per student in subsidized
education. This is striking as achievement levels are similar in public and subsidized
schools.

The ordinary budget is not the sole domain that reflects the government policy in
education. There are also the plans and programmes launched outside the budget.
The most important being the programme relating to the plan to revive the sector
of education included in Horizon 2000 for Development and Reconstruction. This
programme amounts to US$ 965 million (1992 prices) or 13.1 percent of total
allocations.

This programme concentrates on public education and the development of its
infrastructure, implying a policy that aims to improve the absorptive capacity of the
public education sector. Of the eight projects included in the plan, only one (US$ 10
million) is concerned with improving the quality of education; the remaining seven
projects deal with construction and equipment. In principle, then, the plan
compensates for the shortfalls in the investment chapter of the ordinary budget,
since it earmarks substantial sums for building and regrouping public schools.

Other aspects of education (teachers, curricula, books, etc.) are provided for in the
plan to revive education in the public sector, which is the responsibility of the

Center for Education Research and Development. The plan, which was approved by
the Council of Ministers on 17 August 1994, comprises a nine-year expenditures
programme for the Center covering education reform, including the following
components: school administration, curricula, books, teaching techniques, training of
instructors, school buildings, specialized education, youth and sports activities,
educational services, and information and guidance related to education.

The introduction of a new programme structure at the beginning of 1996 was the
first important step in the implementation of theEducation Recovery Plan. The plan
aims to achieve universal elementary education and provide for mandatory
education of children aged between six and twelve years; for automatic promotion
from the first three elementary grades. The plan also sets new objectives that stress
skills and civic values, and provides for the teaching of a second foreign language,
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artistic and sports activities, and computer training. Of special significance are the
innovations aimed at acquainting students in the general education phase with
vocational possibilities, and the introduction of "split-vocational training";
Moreover, the new structure has made it possible to introduce new curricula.

At another level, a plan proposal has been formulated with a view to improving the
quality of vocational education and training. As indicated above (section C), the
plan aims at a comprehensive development of the sector, including an ambitious
building, equipment and supplies programme, along with finance for curricula,
studies, training, books and information.

There is yet no integrated plan for the Lebanese University. However, there is an
ongoing project to build a university campus at Hadath (near Beirut) at a total cost
of US$ 150 million - as part of the Horizon 2000 for Reconstruction and
Development. Part of this project has already been executed, including the Faculty
of Sciences and the library building which were inaugurated at the end of 1995.
There is also a joint project between the United Nations (UNDP/UNESCO), the
World Bank and the Ministry of Higher Education, initiated in 1996 and which aims
at developing the institutional capabilities of the Ministry. The project is also to
provide support for the rehabilitation of the Lebanese University, modernization of
its administrative structures and statistical and financial apparatus, and for
strengthening research activities.

Notwithstanding these positive aspects, a number of observations are nevertheless
in order. First, the existence of three ministries dealing with education: Ministry of
National Education, Youth and Sports; Ministry of Culture and Higher Education;
and Ministry of Vocational and Technical Training. This highlights the need for closer
coordination in planning, programming and execution. Second, no plans have yet
been formulated in detail and adopted to develop higher education, technical
education and vocational training to be able to assess the prospects for
improvement. Third, the implementation of existing plans will require dealing with
the following problems:

* Providing additional financial resources, or at least securing amounts already
earmarked especially in connection with buildings, such as the project of
school regrouping - or proposing an appropriate alternative - with the
demographic studies needed in connection with the project.

* Re-examining the education administrative structures; these date back to the
1960s and have hardly been altered despite the fundamental changes that
have taken place since then in administrative and organizational principals,
and techniques in the field. There is also need to rehabilitate the entire cadre
(school directors and principles, instructors, trainers). The quality of plan and
programme implementation will therefore depend on raising the standard of
the administration, and the timing and success of administrative reform.

* Clarifying the technical prerequisites for changing the curricula and producing
school books, and ensuring that these are up to the standard to meet the
goals and objectives laid down.

* Clarifying the requirements for opening up communication and cooperation
channels between the various institutions of learning.

In conclusion, the crucial importance of placing education at the top of the agenda is
emphasized - for people are Lebanon’s principal resource. Therefore, human
resources development takes a degree of even higher importance. The
implementation of the basic plans and provisions must be accelerated, be it with
respect to primary education, or technical education and vocational training, or
higher education. Access to quality education and high standards of educational
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achievement must be prime concerns, at the top of the national policy agenda.
Education and human resources development are at the heart of successful
sustainable human development, particularly in Lebanon.

DON'T STOP HERE .. THERE 1S MORE TO READ IN CHAPTER THREE
GO TO SECTION G:
HEALTH AND SUSTAINABLE HUMAN DEVELOPMENT
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G. Health and Sustainable Human Development

development. Good health as a right and as a responsibility is covered

by the concept of health security and health accountability. Health

security demands equity and health accountability implies the
obligation on the part of state and health professionals as well as a wider societal
responsibility to take account of the impact of development and other policies on
health. To fully achieve the dimension of health in social and economic
development, it is essential to invest in health as economic growth is based on a
productive work force. It is also essential to realize more equitable access to the
benefits of development, as inequities have severe health consequences and cause
an unacceptable threat to human well-being and security.

E Good health is, by definition, an integral part of sustainable human

1. The overall health situation

The general health situation in Lebanon reflects the status of a population in
demographic and epidemiological transition, as indicated by the improving overall
health indicators over the past decades: life expectancy has risen, and natality,
fertility and infant and under-five mortality rates have declined. This has been the
result of economic growth, and resulting improvements in standards of living and
housing conditions, easier access to medical facilities and effective disease control
programmes.

Even though public health facilities were virtually destroyed, the war had relatively
limited effects on the overall health situation of the population. This might be due to
the importance of the education factor and to the strong tradition of self-reliance
and private initiative, including non-governmental organizations which were very
active during the war. Additional factors were the provision of external emergency
and relief assistance, and involvement of international organizations, including UN
organizations in delivery of disease control and health programmes.

The Housing and Population Database Survey, and the Lebanon Maternal and Child
Health Survey conducted at the national level in 1995-1996 provided reliable
estimates on the current demographic and health situation in the country (the last
population census dates back to 1932). The total population in 1996 is estimated at
3.1 million. 8.5 percent of the population is below five years as opposed to 12-13
percent common in the region; 30 percent is under the age of fifteen; and the age
group 65 and above accounts for 6.9 percent of the total population. The annual
growth rate of the population is estimated at 1.6 percent, and the fertility rate in
1996 is estimated at 2.5 live births per woman.

Over the past decade, infant mortality declined by 30 percent and under-five
mortality by 20 percent. The overall mortality figures of children reveal a significant
risk of dying in the first 28 days after birth: high neonatal mortality of 20.3 per
thousand in 1996; post neonatal mortality (after the first four weeks of life) of 7.6
per thousand live births. This situation raises concerns about: accessibility to quality
maternal and pre-natal care; growing importance of hereditary and genetic
disorders especially that marriages among relatives are very common; and,
persisting risks of infections due to sub-standard sanitary and hygienic conditions in
certain areas. Other factors of concern, especially in rural areas, are the quality of
services provided, the level of medical technology, and to diagnose ailments early

in the pregnancy. With respect to the situation of children, see also section | below.
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The maternal mortality rate, at 104 per 100,000, is significantly higher than in
countries at a similar stage of development and comparable services. The fact that
about 88 percent of deliveries occur in health facilities, raises doubts about the
quality of care provided, and indicates the inadequacy of preventive practices.
Aspects of maternal health are also reviewed in section H. on women below.

The relatively favorable indicators of maternal and child health at the national
levels conceal important regional and social disparities. Regional differences
correlate well with the differences observed among regions with respect to
accessibility and availability of adapted health services and preventive

programmes; as well as basic services such as water supply, adequate sewerage and
waste disposal systems.

The level of educational attainment of mothers is a major determinant of the risk of
death for newborns. Children born to illiterate mothers or to those who can just
read and write are exposed to the risk of dying at the age of one year or less 3.5
times more than children born to mothers having completed secondary school or
above (see table 111-19). Moreover, women of lesser education tend to bear a larger
number of children: on average, 6.9 children for illiterate mothers compared to an
average 2.7 for those who attended university. These striking differences emphasize
the protective role of educating mothers and providing health education.

Table 111-19: Infant and neonatal mortality by educational attainment of mother
(Per thousand live births)

Educational attainment | Mothers (Percent) Infantr;r;;)rtallty mol\:(te:I?t?/t?;te
llliterate 18.4 54.5 38.2
Can read and write 13.5 51.1 33.3
Primary 29.1 29.6 23.4
Intermediate 18.8 30.5 23.6
Secondary and above 19.6 14.8 12.8
Country 100 27.9 20.3

Source: Lebanon Maternal and Child Health Survey (PAPCHILD), League of Arab
States - Republic of Lebanon, 1996.

Largely preventable respiratory infections remain the leading cause of death in
children below one year and the most reported childhood sickness. The leading
causes of death among adults, also largely preventable, are attributed to
cardiovascular diseases (29.2 percent) and cancer (9.8 percent). The rising
incidence of chronic diseases affects the older categories in the population and those
that lead unhealthy lifestyles, such as smokers. The proportion of the adult
population suffering from diabetes is 10-13 percent and hypertension is estimated
at 20 percent. Around 4,000 new cases of cancer are registered each year. These
diseases account for the bulk of public expenditures on health, mainly cancer
chemotherapy, kidney dialysis and cardiac surgery.

Despite improvements in living standards and accessibility to curative care, some
infectious diseases still cause concern. .Zoonotic and water-borne diseases are still
a cause of concern, in particular in the peripheral areas which are traditionally
under-served. Resurgence of diseases, such as tuberculosis, and emerging
conditions like HIV/AIDS and other viral and drug-resistant bacterial infections, can
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become an increasing health challenge.

The health situation of specific population groups has hardly been explored. Some
groups, the elderly especially, exert a major influence in this respect. These are
responsible for the highest share in expenditures on health. Nevertheless, care for
the elderly is still an underdeveloped area. Existing services are concerned with
high-cost curative care, to the exclusion of better adapted and cost-effective options
aimed at reducing dependency, such as home- based care. This group stands
therefore to be a major target of national efforts for improving life expectancy and
equity in health services.

Women are another group which is particularly affected by disparities and social
discrimination. They suffer from health problems that relate to their reproductive
and social role, and also from lack of adapted care services and health programmes
that address their needs. About 60 percent of women use contraceptive methods;
more than half of them rely on less protective natural methods, while only 17
percent use the intra uterine device (IUD) and 10 percent contraceptive pills. More
and more women are exposed to the risks of sexually transmitted diseases including
AIDS. Women are more vulnerable than men to abuse of licit drugs such as
tranquilizers and are more affected by chronic and degenerative diseases.

Table 111-20: Handicapped persons by type and cause, 1996
(Number, percent)

Type Total Mentally Retarded .
Cause handicapped | retarded Paralyzed Limb Deafness| Blindness| Others
9,614 4,040 942 916 1,377 429 1,911
since 32.2 55.4 15.5 23.8 46.9 195 | 25.4
birth
(100) (42.0) (9.8) (9.5) (14.3) (4.5) (19.9)
4,450 711 999 759 148 395 1,438
Accident 14.9 9.8 16.9 19.7 5.0 17.9 19.2
(100) (16.0) (22.4) (17.0) (34.0) (8.9) (32.3)
10,453 1,713 3,498 1,257 1,062 1,117 1,806
lliness 35.0 23.5 57.5 32.6 36.2 50.7 20.0
(100) (16.4) (33.5) (12.0) (10.2) (10.7) | (17.3)
3,561 585 404 765 97 186 1,524
War 11.9 8.6 6.6 19.9 3.3 8.5 20.3
(100) (16.4) (11.3) (21.5) 2.7 (5.2) (42.8)
1,788 237 235 155 253 75 833
Others 6.0 3.3 3.9 4.0 86.0 3.4 11.1
(100) (13.3) (13.1) (8.7) (14.1) 4.2) (46.6)
29,866 7,286 6,079 3,852 2,937 2,202 7.511
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Total 100 100.6 100.4 100 100 100 100
(100) (24.4) (20.4) (12.9) (9.8) (7.4) (25.1)
Source: Ministry of Social Affairs - United Nations Population Fund, Population and
Housing Database Survey, 1996.

Another important population group which is in great need of special attention is the
handicapped population. Their number in Lebanon was estimated by the Housing
and Population Database Survey at 29,867 in 1996. The main handicaps include
mental retardation (24.4 percent), paralysis (20.4 percent), retarded limb (12.9
percent), deafness (9.8 percent) and blindness (7.4 percent). lliness (35 percent) is
the main cause of disability; and hereditary, congenital and genetic disorders
account for another 32.2 percent. Accidents have become the cause of an increasing
number of handicaps. (14.9 percent); while the war accounted for 11.9 percent of
the total number of handicapped.

2. The health care system

The concept of health for all, to which Lebanon has subscribed, places equal access
to quality health care at the center of health development. This goal can best be
achieved through sustained services that provide better care, use resources more
efficiently and facilitate regular access to basic care. For this purpose, there is no
need to have high-cost advanced technology - intensive hospital care all over the
country. Instead, basic health needs can be successfully met through adapted simple
and affordable technologies, at first and secondary levels of care. Primary health
care has thus become a global blueprint for health care delivery. A tier system
should be created, with links established between the various levels of health
services; the first level units attending to the majority of cases and feeding district
hospitals, which in turn can refer patients to more specialized centers if need be. It
is also important that health structures provide health promotion and disease
prevention and ensure rehabilitation services as integral parts of the services,
rather than just concentrating on curative medicine.

The strength of the health care system rests on the quality and quantity of resources
available such as hospital capacity, advanced technology and medical expertise.
These resources have made possible the observed overall high level of accessibility
to health care services. However, the health sector in Lebanon appears to have an
inverted structure whereby resources are essentially concentrated in tertiary care
rather than in secondary and primary health care levels. Primary health care is still
fragmented with no linkages with the higher levels.

Also, the impact of such resources on improving the health situation remains
questionable in the absence of clear policies for the development of needed human
resources, including those needed in support of sophisticated technology, and the
absence of adapted regulatory mechanisms for control of costs and ensuring the
quality of care.

a. Human resources. Little in terms of reliable information exists as to the number,
area of specialization, training background and employment opportunities for
medical doctors. There is, however, evidently a surplus of physicians. The total
number of medical doctors is currently estimated to be between 7,900 and 9,500
physicians, including those practicing but not legally registered. The physician -
population ratio is presently estimated to be between one doctor for every 330
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persons and 392 persons. This is higher than in most parts of the world, including
the figure of 1 to 446 reported for the United States of America in 1993. The
number of physicians has been rising at an exponential rate for the past three
decades (see table 111-21).

Table 111-21: Evolution of medical manpower over the past three decades

(Number)

Year Number
1962-63 1,691

1969 1,539

1981 2,404

1984 2,718

1992 4,837

1996 7,900-9,500

Source: Data gathered by WHO from: Order of Physicians and Ministry of Public
Health.

Since 1992, more than 500 new physicians have been registered yearly. Between
1969 and 1992, the total number of medial doctors in the country at least tripled,
whereas for the same period only a 60 percent increase was noted in the United
States. Despite current efforts to regulate the number of physicians at the point of
entry into medical training, the upward trend in the supply of physicians is not
expected to decline before at least two decades.

The majority of doctors are graduates of medical schools abroad with widely
different training backgrounds and of variable quality. Only 37.8 percent of doctors
received their basic medical education in Lebanon. The rest have been trained in 66
different countries, mainly Arab and Eastern European countries. Foreign-trained
medical graduates are not offered any structured orientation courses upon their
return. As a result, many of these doctors are not equipped to meet the countrys
health needs. Also, the language in which they have studied medicine extends over
a rather wide spectrum creating barriers in technical communication and resulting in
the use of a very large pharmacopia.

The medical work force operates in an environment which is largely unregulated
and dominated by the private sector. National protocols for disease management
and treatment, and continuing medical education and quality assessment schemes,
are lacking. Highly specialized medical categories such as surgery are in surplus;
whereas there is scarcity of well-trained primary care and family medicine
practitioners. Some regional imbalances also exist with physicians concentrated
mainly in urban areas. Peripheral areas suffer also from shortages in basic medical
specializations such as gynecology and obstetrics. This oversupply of highly
heterogeneous and poorly adapted medical personnel can invariably affect the
quality of care and the availability of most needed categories of doctors to support
primary health care structures and ensure delivery of preventive care programmes.

While there is a surplus of medical personnel, except for primary care practitioners,
family doctors and other public health related specializations, there is a critical lack
of other categories of health workers, particularly nurses and midwives. This
problem has received close attention by the Ministry of Public Health. A study to
define the profile and shortcomings of the training and practice of nursing and other
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paramedical staff was undertaken in 1994, in collaboration with the different nursing
training and professional groups. The nurse/population ratio was found to be 1 to
1,600-2,600. More than half of the practicing nurses have not received a
professional training as indicated by the table below.

Table 111-22: The distribution of practicing nurses by level of training, 1994

(Number)
Professional nurses: BSN / License 754
TS Diploma (Superior Technician) 437
Practical nurses: BT diploma (Technical Baccalaureate) 757
Aid Nurses / BP diploma 688
Midwives 303
Source: SourceSource: Ministry of Public Health / WHO, National survey on nursing

and paramedical manpower, 1995.

The imbalance in health manpower resources becomes even more glaring when
relating the number of existing physicians to that of nurses. The ratio is as high as
two to three doctors for every nurse. This ratio is the inverse of that observed in
most of the rest of the world. The situation is critical in hospitals, but even more so
in health care centers , dispensaries and other primary health structures. The
observed shortage in professional nurses arises from a number of factors. At
present, there are 26 different nursing schools offering 44 training programmes.
Among the different nursing categories, nurses aids and professional nurses are the
least represented. Also, the training of nurses is focused on curative hospital nursing
with very limited training on PHC and community work.

Table 111-23: Number of nurses by type of training, 1989-1993

(Number)
Level of training 1989 1990 1991 1992 | 1993
BP level/nurses aid 7 18 14 14 7
BT (Technical Baccalaureate) 181 181 156 114 157
TS (Superior Technician) 40 40 44 36 18
Bachelorl Degree of Science 92 115 119 153 113
(University)

Source: Ministry of Public Health / WHO, National survey
on nursing and other paramedical manpower, 1995.

The multiplicity of nurses training programmes contrasts with the absence of a
national body in charge of setting a national nursing policy for improving the image
of the profession, creating professional opportunities, standardizing training
programmes and adapting them to the local needs for nursing services. Enroliment
in nursing schools is low, while the rate of drop-outs from the nursing profession is
high. A poor social image of the profession, variability in training levels, low pay,
and unfavorable working conditions have all contributed to the scarcity in nursing
staff. In addition to the limited number of professional nurse graduates, a high
proportion of them is emigrating in search of better paid jobs in the Gulf States,
North America and Europe. This situation is likely to continue for many years, given
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the rapid expansion of health services in private hospitals, and the prospects of
implementing the ambitious government plan to expand public hospitals.

The problem of nursing resources ranks high on the agenda of the Ministry of Public
Health. The Higher Council for Health has discussed the issues and
recommendations brought forward by the above mentioned study. However, action
still needs to be taken in terms of profession advocacy and development, including
adaptation of training.

Other health care workers and technical paramedical staff categories such as health
inspectors, laboratory and X-ray technicians are also in short supply. This is a cause
of concern, especially with the development and implementation of national
strategies for primary health care and reactivation of national specific- disease
control programmes. The launching of the school for training health inspectors as a
joint venture of the Ministry of Public Health and the Ministry of Vocational Training
is an attempt to overcome the shortage in this field. On the other hand, an
important gap is noted between the rapid rate of acquiring advanced medical
technology in the country, and the preparation of skilled technicians for its
operation. Training programmes for medical equipment engineers and maintenance
technicians are very scarce.

b. Hospital sector. The hospital sector has witnessed very rapid expansion during the
past two decades. This has occurred concurrently with the development of
sophisticated medical technologies in the world. It has been observed globally that
the introduction of advanced technologies usually influences the hospitalization
capacity. This is true for most of the countries including the United States where a
reduction of 10.4 percent in bed capacity over the period 1983-1994 has been
attributed to the introduction of new technologies. In contrast, in Lebanon there has
been a concomitant use of both heavy technology and bed capacity. This has
undoubtedly fueled the escalating costs of health care in the country.

At present, the country counts a ratio of 2.8 to 4 beds per thousand inhabitants
considering, respectively, only short stay and total number of beds. This is more
than in the rest of the region. 94 percent of the hospital beds are operated by the
private sector. There are 139 private hospitals that count around 7,798 beds for
acute short stay cases, 14 public hospitals with 917 beds and 28 private hospitals for
longer-term admissions with 3,606 beds. The issue is evidently not that of
expanding hospital bed capacity, but rather one of availability of adapted basic
hospital services in certain under-developed areas. Bed capacity has expanded
considerably in the regions outside Beirut during the period 1972 - 1996 (see table
111-24), thus playing an important role in improving access to health services. Still,
however, the largest concentration of hospital beds, more than 58 percent of the
total, remains in the area of Beirut and Mount Lebanon.

Table 111-24: The evolution of hospital bed capacity, by region, 1972, 1996

(Number)
Public hospitals Private hospitals Total
1972 1996 1972 1996 1972 1996
Beirut 190 117 2,338 2,351 2,528 2,468
Mount Lebanon 268 135 1,000 2,480 1,268 2,615
North Lebanon 250 190 766 1,003 1,016 1,193
South Lebanon 312 378 212 1,191 524 1,569
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4,421

7,798
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8,793

Source: 1972: Ministry of Public Health and Ministry of
Planning, Six-Year Plan, by Dr. Abdo Abu Zeid; 1996:
Syndicate of hospitals..

* Other sources estimate the number of effective
operational public beds to be 500.

Most of the expansion in hospital capacity over the last fifteen years took the form
of small private facilities of 50 beds or less for acute care. These hospitals account
for 63 percent of all hospitals and 32 percent of total beds; they have followed the
same pattern of acquisition of high-cost advanced medical technologies as in the
larger facilities. This raises questions as to their ability to generate sufficient returns
on their financial investment except through unjustified over-prescription of
interventions involving this equipment, and reduction of investment in personnel
and training. This has a direct bearing on the quality of care provided in these
facilities.

Another striking feature of the national health care system is the proliferation of
advanced medical technologies with little technical or economic justification. In the
absence of any regulating mechanism, and encouraged by the government policy to
subsidize sophisticated medical interventions, the private sector has been
encouraged to invest in such technologies. These are now spread in all regions, (see
table 111-25), in contrast to the persistent lack of some basic medical disciplines and
hospital services, in such areas as medical emergency care and prenatal services.

Table 111-25: Selected advanced technologies in private sector facilities by region, as of May 1996

(Number)

Beirut | | Jon | Lebanon | Lebanon | B°ka2 | ot
Cardiac catheterisation 7 3 2 15
Open heart surgery 5 1 1 2 1 10
Lithotripsy 6 6 4 2 3 21
Kidney transplant 2 0 0 0 0 2
Kidney dialysis 12 8 5 5 2 32
In-vitro fertilization 3 3 0 1 0 7
Scanner 14 13 9 5 5 46
Magnetic resonance imaging 4 1 0 0 1 6

Source: Syndicate of hospitals and
Ministry of Public Health.

Advanced medical equipment is perhaps more available in Lebanon than in many
industrialized countries, but is not utilized to its full capacity. Kidney dialysis
facilities could handle double the present patient load, whereas the present rate of
400 dialysis per one million inhabitants is already above the median of 360 noted in
some industrialized countries. Computerized tomography (CT) scans in the smaller
hospitals perform only between three and eight examinations per day. Apart from
their implications on the quality of care in terms of over-prescribing and
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under-utilization, these practices influence directly the spiraling costs of health care.
Also, the small number of sophisticated medical technology procedures handled by
each of the health facilities do not allow for an adequate accumulation of expertise
in the field. Besides, it is commonly observed that acquisition of sophisticated
equipment is not always coupled with training or opportunities for the development
of human resources in the field.

At present, around 1,841 beds in private hospitals are subsidized by the Ministry of
Public Health in favor of patients not covered by any other form of medical
insurance. In practice, the actual coverage by the Ministry has always exceeded this
figure. A recent survey indicates that the Ministry of Health finances in this way
about 29 percent of the private hospitals budget. However, the prospects of these
arrangements with private hospitals are not clear, considering the Ministry’s
ambitious plan to expand public hospitals to reach a capacity of 2,769 beds by the
year 2001. Expanding the capacity of public hospitals is planned through putting
into operation some 27 peripheral public hospitals at the district level, and two
large university hospitals in Beirut and its suburbs. This strategy of reinforcing the
public sector capacity to provide medical care aims at reestablishing balance with
the private sector in the provision of hospital care and may represent an
opportunity to create the links and referral levels needed within the primary health
care network. Nevertheless, this endeavor faces enormous challenges in terms of
staffing, mainly for the nursing and other paramedical personnel, financial resources
for recurrent costs and management capacities.

Another important weakness of the health care system is observed in pre-hospital
care such as in emergency care. The existing services are rudimentary and
concerned with transportation and transfer of patients. The services are diffused and
their management is uncoordinated. They are completely dependent on voluntary
staff which are often inadequately trained and equipped. The number of ambulances
is not sufficient. Some data suggest that around 20 percent only of emergencies are
transported by first aid teams; 80 percent reach emergency rooms by their own
means, often inadequately transported by family members or others.

The development of an emergency system is a difficult task in the national context
and requires resolving complex problems in relation to evacuation operations, the
network of receiving hospitals and, most of all, issues of cost coverage and insurance
of emergency care. Setting up an appropriate emergency system has been a major
preoccupation of the Ministry of Public Health. Recently, a draft master plan, which
aims at institutionalizing such a system, was developed with the financial support by
Kuwait, but is still awaiting final adoption and implementation.

c. Ambulatory care. The private sector is the main source of ambulatory medical
care in the country. This phenomenon is facilitated by the large supply of physicians.
NGOs are very active in the provision of health care through a large network of
some 700 health centers and dispensaries, distributed all over the country. These
offer services for about ten to fifteen percent of the population, and are often the
only accessible option for the less affluent. They are as well important vehicles for
preventive health programmes as successfully demonstrated in collaborative
operations involving the Ministry of Public Health with UNICEF, WHO and other
United Nations organizations. NGOs play a critical role in the success of programmes
of vaccination, AIDS control, iodine deficiency, diarrheal disease control and to a
lesser extent in health education and school health. The set up of these health
centers is varied. Some have lots of staff, various specializations and extensive
equipment; others are poorly equipped in terms of facilities and staff. However, all
provide basically curative care except for some preventive activities. The majority
of these centers function as dispensaries that depend on the availability of drug
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donations. Physicians work there on a part-time basis and are in the majority
specialists. No full time medical staff is available, and the presence of qualified
(registered or licensed) nurses is the exception.

All ambulatory care, including that provided at the level of NGOs centers, is
structured to respond to emergency and acute demands but lacks in
comprehensiveness and continuity. Basic primary care packages are not defined.
Less than 2 percent of contacts with private practitioners are revisits. Many of the
health centers offer specialist consultations but leave prenatal care to hospitals.
There are more health centers or private clinics with electrocardiogram (ECG)
services than with family planning activities.

In 1993 the Ministry of Public Health elaborated a national strategy for primary
health care based on the development of a comprehensive network of health
centers, fairly distributed throughout the country. The function of these centers is to
provide a balanced and good quality care, including both curative and preventive
care. The implementation of the programme has already started with 30 centers
supported by a World Bank-financed project, and is to be expanded in phases. The
Ministry must still overcome a number of barriers towards the full development of
the system, such as the establishment of referral links between the first and
secondary levels.

Policies and action at the national level to influence the private medical practice to
provide a more comprehensive quality care are not yet developed. However, it is
thought that setting alternative models in managed care such as health
maintenance organizations, currently under consideration, will reinforce the efforts
towards providing comprehensive ambulatory care, as well as provide an
opportunity for health promotional activities.

Disease prevention is an integral part of any effort to improve the health situation
of the population. Some national health promotion and disease prevention
programmes have been successfully introduced with the help of UN organizations.
Still, the priority given to kidney dialysis contrasts with the absence of hypertension
and diabetes national prevention programmes; diabetes being the underlying cause
in over one-fifth of kidney failures; and the priority given to open heart surgery
contrasts with the lack of a national primary prevention initiative for the control of
smoking.

d. The pharmaceutical system The tendency to favor curative practices over
preventive ones has generated a strong demand for drugs which account for a large
share of health expenditures in the country. The total drug bill is about $300 million
annually. It is believed that some serious problems exist in the supply chain of drugs
starting with importation to registration, storage and marketing.

The market counts around 7,000 registered pharmaceutical preparations, in
addition to a large number of non-registered ones. Some drugs are also provided
through foreign aid and are distributed through dispensaries. The local industry
supplies at best fifteen percent of the drug market; the rest being imported from
more than 380 different factories in 21 countries. Licensing is the first step and a
prerequisite for the improvement of the quality of drugs. It is required by law for all
drugs in the country and takes place when the product is first introduced into the
market. Some effort has been already made to improve the registration system, but
it is certainly not possible to achieve good control with the very large number of
imported drugs. There is a compelling need to reduce the number of drugs, enhance
the licensing body’s capacity and procedures for selection. Re-licensing on a
periodical basis will also help.
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The network of drug distribution outlets is very large and diversified. Apart from the
dispensaries, around 1,200 independent and hospital-based pharmacies exist, of
which 200 are thought to be illegal. The profit made on sales of drugs is believed to
be very high. In private pharmacies, drugs are freely sold to patients, some even
without prescription. An inspection system is in place but functions with limited
effectiveness due to lack of clear procedures and trained staff.

The lack of guidelines on treatment and poor control on distribution outlets are
fueling irrational prescription patterns. There is a tendency among health providers
to over-prescribe medications, mainly more expensive ones, even when lower cost
alternatives exist. Antibiotics constitute 24 percent of the market followed by
tranquilizers and other psychoactive drugs (21.8 percent). This consumption pattern
points not only to the importance of the drug bill but also to the risk of developing
antimicrobial resistance and tolerance to other medications. A list of essential drugs
was prepared in 1987 and officially endorsed in 1993. It is, however, not applied
even by the public entities or health insurers. Important promotional and
educational efforts are needed to promote a more rational attitude among health
providers and the public at large towards prescription and drug consumption.

The Ministry of Public Health has recognized the importance of establishing a
national laboratory for drug quality control. With the assistance of WHO, a project
proposal was formulated and is currently under consideration.

Recently, the National Office for Drugs was re-established. The Office is currently
under organization and is to be responsible for the procurement of drugs at a
reduced cost to the public and private entities, bypassing representatives and
importing agents. When operational, it is expected that the Office will improve
access to high quality drugs by making them more affordable, while also setting
control thresholds on prices of drugs in general.

e. Expenditures on health. Accurate and reliable information on health expenditures
is lacking. Estimates, however, have been made based on different provider and
consumer sources. The estimates used in this section are based on results of limited
local studies made by a WHO mission in June 1996, in support of the sector
rehabilitation project with the World Bank. Different hypothesis on health
expenditures were elaborated taking into consideration low and medium
expenditures estimates and premiums by source of funding (Table 111-26).

Scarcity of data notwithstanding, there is good reason to believe that expenditures
on health are among the highest in the world. They are estimated to be in the range
of 8.4 to 12.1 percent of GDP in 1995, or US$ 929 million under the low estimate
hypothesis and US$ 1,340 million under the intermediate estimate hypothesis.

Table 111-26: Estimates of aggregate expenditures on health for 1995, by source of funding
(millions of US$)

Sources of funding Low estimate hypothesis Intermediate estimate hypothesis
US$ million Percent US$ million Percent

National Social 101.5 10.9 101.5 7.6

Security Fund

Civil Servants 54.6 5.9 54.6 4.1

Cooperative

[, SR |} IS |
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. 48.0 52 48.0 3.6
Security
Ministry of Public 160.0 17.2 160.0 11.9
Health
Private insurance 236.2 25.4 324.0 24.2
NGOs and 48.8 5.3 48.8 3.6
donations
Out of pocket 280.1 30.1 603.2 45.0
Total 929.2 100 1,340.1 100

Source: WHO, Mission on financing health care in Lebanon, June 1996.

The lack of reliable sources of data hampers the Ministry of Public Health and all
those involved in the task of trying to improve the performance of the health sector
in the country. A series of studies on financing health expenditures is planned to
gather base-line information to assist in planning and addressing key sector issues
and reforms.

The involvement of the public sector in the direct provision of health care has been
traditionally very limited in comparison to the dynamic role played by private
health providers. The long years of civil disturbances reinforced this situation. The
Ministry of Public Health was compelled during those years to respond to the
immediate needs of citizens by the direct purchase of hospital care from the private
sector. This has continued and further expanded to 100 percent coverage of costly
interventions such as cancer chemotherapy, renal dialysis and open heart surgery.
At present, these outlays absorb more than three quarters of the Ministrys budget,
including salaries, leaving little resources (less than 8 percent of the health budget)
for the development of primary care and disease prevention. The government
contribution occurs without policy guidelines to allow control. The public bill has
been considerably inflated by the uncontrolled acquisition and prescription by the
private sector of expensive and advanced medical technology.

The escalating cost of medical care is due mainly to the utilization of advanced
technology and costly interventions, with limited benefits in the absence of a
strategy for early detection in the field of chronic diseases. It is worth underlining
that to control this escalation there is need to develop an adapted preventive policy
with primary prevention focusing on factors like life style (tobacco, alcohol,
consumption, exercise), diet, and improvement of environmental conditions;
secondary prevention focusing mainly on early detection; and improvement of
management at the primary-care level to reduce complications and the use of
high-technology based services.

A limited survey, conducted in 1995 and based mainly on urban samples, provides
valuable indicators on the nature of household health expenditures. Table 111-27
below shows the importance of expenditures on health items that are seldom
covered by another party, especially dentistry and drugs. This accentuates the need
for a closer examination of prescription and consumption of drugs, and the need to
develop a preventive strategy to contain dental care cost.

With regard to access to health services, data produced by different studies are
contradictory; nevertheless, the survey on household expenditures on health
provides enough evidence to indicate that the overall accessibility to health services
is comparable at the different levels of income. Lower income categories seem to
utilize more health services than higher income categories, probably due to their
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poorer health status. It is noted, however, that disparities in accessibility become
more apparent when considering the regional distribution. As shown and argued
above (see section B Social Safety Nets), the more pressing issue about health

services in Lebanon relates to health coverage. The issue of quality of health

services is also high on the agenda of health development in the country and one of
the major and most difficult challenges ahead; this is particularly apparent when
considering the pattern of utilization of prenatal care.

Table 111-27: Percentage distribution of expenditures on health by type of service, 1995

Category Percent
Hospitalization 15.2
Prosthesis 0.6
Ambulatory 13.3
Laboratory 6.0
Radiology 4.4
Physiotherapy and other 1.2
Drugs 27.0
Dentistry 32.0
All categories 100

Source: Ministry of Public Health/WHO,

National H
Expenditures, 1995.

hol rv fH
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The figures in Table 111-28 below confirm that general non-emergency hospital
services are readily accessible to the majority of the population. However, limited
income groups resort more to hospitalization and out-of-hospital treatment and
consume more medical drugs than high-income groups. The survey data also show
apparent disparities when considering emergency admissions, nursing activities,
dentistry, and basic services such as prenatal care. In contrast, the highest income
group resorts much more to physiotherapy and other nursing activities than the
lowest income group.

Table 111-28: Household utilization of health services ratio

Category
of income
Physio-therapy
(L.L. [Hospitali-zation | Prosthesis Ambula-tory | Labora-tory Radiology | and other
care care )
thousand nursing act
per
month)
< 185 1.06 1.12 1.00 1.02 1.09 0.55
185-431 1.07 0.80 1.04 1.03 1.09 1.20
432-925 0.91 1.28 0.95 0.92 0.91 0.98
926-3086] 0.96 0.62 0.98 0.99 0.77 0.72
>3086 0.88 0 0.93 0.74 0.45 2.30

[T
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Source: Ministry of Public Health / WHO, National
Household Survey of Health Care Expenditures, 1995.

f. Health insurance Health insurance has been reviewed in section B (Social Safety
Nets) above. It is recalled that for all categories out-of-pocket expenditures of the
household are the major source, except for hospitalization where out-of-pocket
expenditures (34 percent of total) still represent an important share. This situation
strongly impacts on medium and low-income households and can not but affect the
well-being of their members.

3. Summary and conclusions

The health sector contributes to the development of national wealth, through the
provision of health care services and creation of employment opportunities. On the
other hand, improvements in income and living conditions have a positive impact on
the state of health, as shown in the case of Lebanon by the reduction in mortality,
increases in life expectancy and changes in epidemiological and demographic
profiles. Economic growth also allows for the development of the health
infrastructure and technological innovation.

Unsatisfactory health conditions add to the cost of development through unhealthy
lifestyles, and losses due to morbidity, mortality and disability; and through the
burden of disease and high cost of treatment and hospitalization. This is true for
Lebanon, where a clear and comprehensive preventive strategy is absent; and
where the need for such strategy assumes greater relevance with an
epidemiological profile dominated by non-communicable diseases, including
cardiovascular, cancer and degenerative diseases. Meanwhile, there is a growing
concern that some infectious diseases might be emerging (HIV/AIDS), or re-surging
as a result of deteriorating environmental conditions, such as vector borne diseases,
and others related to economic pressures and substandard sanitary and living
conditions.

The health-care system displays a number of weaknesses that affect adversely the
overall process of sustainable human development. The public financial resources
allocated to health go mostly to cover increasing spending on reimbursement of
hospital care provided predominantly by the private sector. These have a tendency
to over-prescribe expensive medical technology and high cost drugs in a largely
unregulated environment. As a result, total health expenditures, both in absolute
terms and as a percentage of GDP, have risen sharply (the former doubling in less
than three years) to levels comparable to those prevailing in the industrialized
countries, and higher than in most of the rest of the world. The bulk of health
expenditures are paid by households out-of pocket; thus affecting
disproportionately the less affluent and the poorer segments of the population.
Little resources are available to primary health care including preventive care.

National health policy is based on health being the right of every citizen. Health
policy also emphasizes increasingly that prevention should take precedence over
cure within the context of primary health and through providing a degree of
autonomy to regional and sub-regional units. The policy also stresses pooling of
publicly financed resources to achieve maximum coordination, effectiveness and
efficiency, while at the same time promoting partnership with the private sector,
professional associations and community representatives.
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The main problem in the health sector, specifically at the household level, is access
to quality care due to lack of health insurance coverage, low income levels and rigid
patterns of household expenditures, which are devoted to essential items that can
not be reduced or replaced. Available information indicates that spending by the
poor is directed first to food needs, then to housing, education and transport, in that
order. Health care is postponed until the need for treatment becomes acute and can
not be delayed further. This, in the end, will raise treatment costs.

In brief, this pattern of setting household priorities renders the preoccupation with
securing the material aspects of life independent from that of good health. The
family directs its energies first to staying alive (hence the priority given to food and
housing); then to ensuring future work (priority for education); and, then, to health
care, which will receive higher priority when the situation threatens life or the
ability to work and study.

There is an inescapable risk inherent in the family attitude and behavior towards
health. The low level of family income does not allow it any margin to reallocate its
limited resources among the main claims it faces. Hence, this aspect of health
behavior does not lend itself to change by increasing health awareness and
guidance, but by removing the underlying causes. In addition to the urgent need to
raise income levels, enabling families to improve their health conditions involves
interrelated steps and measures which include:

Provision of a healthy environment to reduce exposure to disease.
Provision of preventive and primary health care through the network of civil
and public health centers.

* Adoption of immediate measures to reduce as far as possible the cost of
medical care, especially by regulating the pharmaceutical market; removing
the difference in the pricing of medical services between insurance institutions
and private hospitals; and simplifying administrative procedures to avoid
delays in reimbursement.

* Launching health awareness and guidance campaigns to influence family
health attitudes and behavior as they relate to cleanliness and precautionary
measures, and to dealing with and using medicines.

* Policies and incentives to encourage graduating doctors to set up practice, or
serve in government hospitals in the regions to improve access to medical
services.

* Provision of health insurance to all citizens.

DON'T STOP HERE .. THERE 1S MORE TO READ IN CHAPTER THREE
GO TO SECTION H:
WOMEN AND SUSTAINABLE HUMAN DEVELOPMENT
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