1 Introduction

The World Summit for Sodd Devdopment (WSSD) that took place in Copenhagen in March
1995 reaulted in adopting a st of recommendations focusng on three main themes poverty
eradication, productive employment and sodd integration. The participating countries in the
Summit took upon themsdves to prepare, desgn and  implement the necessry plans and
drategies to implement the recommendations of the Summit.

The nationd report presented by the Lebanese Government to the Summit (1995) was prepared in
the absence of a comprehengve st of nationa up-to-date data on the three mgor themes of the
Summit. However, empiricd observations induded in the report indicated the presence of serious
problems related to poverty, employment and soaid integration in the country.

On poverty issues, the report presented to the summit evauates the absolute and rdative poverty
lines, usng avalable data, respectivey a US 300 dallars and US 600 doallars for a household
composed of five members Furthermore, the report reveded that the percentage of households
living below absolute poverty line was edimated a 7.5% of totd Lebanese househalds, wheress
28% were esimated to live below the relaive poverty line. Despite the scarcity of informetionon
income, the report shed light on the dedine in purchasing power of the Lebanese population that
dropped during the war period by more then two-third, as a consaquence of hyper-inflation and
moneary criss.

On employment conditions, the report estimated the active populaion a 1 -1.1 million, with an
esimated unemployment rate of 12-14% (1994). the report aso highlighted the effect of migration
on mantaining rdatively moderate unemployment rates Regiond imbaances were esimated by
the report  to be driking during the pogt-war period, where Beirut and its suburbs condtituted a
mgor pole of atraction for resdents in peripherd areas, mainly as a result of the concentration of
economic activities and rebuilding of infragtructure in these aress.

The sodd integration theme was tregted in the report manly in rdation to the main condraints thet
face the achievement of sodd integration. Among these condraints, the report andyzed the
regiond factors such as the peace process, the Isradli occupation and settling Paedtinian. Other
internd condraints affect the process of sodd integration represented by the socio-political
conditions, the sectarianiam and lack of soliderity thet gill preval in the country even dfter the
Ta ef accord. Besdes, the effect of economic devdlopment on achieving sodd integration was
highlighted, mainly in relation to the high finanda and soda cost incurred in this process. Also,
the report shed light on identifying the socid groups concerned with the issue of sodd integration.
In this context, the report treated the conditions of the diplaced populaion, southern occupied
territories, rurd areas, women, youth, handicapped, orphans, widowed and Paestinian refugess.

The report encgpsulaies a generd destription of policy orientations adopted by the Lebanese
government in relaion to sodd issues These arientations incdlude the socid component embeded
in the recondruction plan, fird launched in 1992, in addition to the resources dlocaied to
minigtries concerned with sodia spending. The report dso highlighted the importance of the joint-
work of governmentd inditutions with dvil society to arive at better solutions for the soad
dilemmas fadng the country, manly where povety, employment and socid integretion are
concarned.

During the period that followed WSSD, the country undertook severd udies and surveys aming
a rebuilding the nationd datidical database on issues of concarn, specificdly households,
housing, living conditions, employment, education and hedth. During the war-period and in the
beginning of ningties Lebanon suffered from the scardty of rdisble data on basc issues
congdered as very essantid for setting economic and socid polides For indance, the Sze of the
resdent population was a very controversd issue in that period naoting thet the most recent



egimate of resdent population 9ze dated back to 1970 (2.1 million). In 1996, the populaion Sze
was esimated a 3.1 million', againgt an estimate of 4 million in 1997,

In addition, the year 1995 presented a milesone for Lebanon in tems of the continued
implementation of its Nationd Emergency Recondruction Plan (NERP- later to become Horizon
2000°) for post-conflict recongtruction and rehabilitation, as well asfor monetary stabilization.

During the lagt five years fdlowing the WSSD, Lebanon witnessed substantia political, socid and
economic changes. The period witnessad the continued execution of netiond rehabilitation and
recongruction plans, as wdl as fiscd and mongary reform policies. In addition, some progress
has been achieved in terms of increased- though modest- public palitical participation. In 1996, the
country witnessad its second parliamentary dections, dthough with rdatively low levels of public
particpetion. Also, in 1998, munidpd dectionstook placein Lebanon, the firs snce 1963, with a
relaively acceptable leve of public participation.

The United Nations Devdopment Programime in Lebanon commissoned the Conaultation and
Research Indtitute to prepare this report. The purpose of this report is to provide an overview of
the progress achieved in the implementation of the recommendations of the Sodd Deveopment
Summit, & the nationd leve.

Unlike the report presented in 1995, which briefly reflects the effect of the governmentd policies
on socio-economic devdopment, this progress report goes into more detals  regarding
governmentd fisca and monetary polides and thar impact on the macro-economic Stuation, and
conssquently on socid conditions. Through itsfisca palicy, the government usudly satsthe limits
of tax deduction and hence the soadd ssgments affected by these deductions, consequently, it
afects the disposable income of resdents and ther living dandards. Also, through this same
palicy, the government darifies its orientations as to narrowing down the socid gap among the
different sodd dasses as a byproduct  of the heavy burdens of indirect taxation by providing
compensdtion to lower income groups These compensation packages are usudly messured
through the increased dlocation of finandid resources to basic sarvices, such as hedth, education
and sodd wefare, egpedidly ensuring thet these resources are spent in effective and equitable
way. Alsp, the orientation of monetary policy determines the finendid resources available to the
private sector, condituting a mgor incentive/disncantive for productive invesment and
conseguently for job crestion and unemployment reduction.  Given the importance of macro-
economic aspect and its direct effect on socid deveopment, the firgt part of the report accentuetes
the changes from a macro-economic pergpective, highlighting the implications of the fiscd and
monetary policies on sodid development in the country over the padt five years.

The sscond part of the report, which conditutes the core part, outlines the mgor achievements,
mechanisms adopted, and condraints encountered, in implementing the recommendation of the
Summit in each of its three themes (poverty, employment and sodd integration) at the nationd
levd. In this part, the report does nat go into an evauaion of polides, programmes, plans and
projects, rather it is redricted to a presentation of whet is avalable of these highlighting, however,
the main condraints gill faced in this respect, basad on both quditative and quantitetive
indicators. Tracing the impect of eech project, plan or policy on socio-economic deveopment lies
beyond the scope of this report.

! Housshold and Population Database Survey, Ministry of Socid Affars and UNFPA, 1996

2 Living Conditions of householdsin 1997, Central Administration of Statistics, 1998

% Horizon 2000 is the plan prepared by the Coundil for Development & Reconstrudtion, aiming & restoring the
physicd infrastructure and basic services, aswell as mativating the private sector to participate in the economic
deve opment process.
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2. Sodal Devdopment From a M acro-Economic Per spective

Sodd deveopment in Lebanon cannat be viewed in isdlaion of the broader context of overdl
mecro-economic development, espedidly as the fiscd and monetary policies adopted by the
Government durirg the lagt decade played an important role in shgping the mapping of sodd
conditions in the country. Given the absence of a comprehensive nationd plan for socio-economic
devdopment, the implications of the macro-economic policy on the sodd danding of the
Lebanese populaion can be partidly examined through tracing the changes in the fallowing:

The evolution of Grass Domestic Product (GDP);
Thefiscd palicy, induding soaa spending, wages and tax palicy;
The rehahilitation and recondruction plan ad

The mongary palicy.

It is noted that these four components are examined spedificdly given their direct inter-rdaionship
with sodd conditions and living Sandards of the population in agiven context.

2.1 Evolution of Gross Domestic Product

Lebanon is currently undergoing a recesson in the leve of economic activity, coupled with a
svere fiscd arigs thet is weighing heavily on the economic and sodid standing of the country.
Following an increese in red GDP growth rate during the early 90's, mainly attributed to the burst
of growth in the red edtate and condruction sectors, the L ebanese economy witnessed a dowdown
in 1995, followed by a gagnation and a further drop in economic activity in 1998, thus worsening
the conditions for employment and nationd income levels Within this context, it is noted that
actud GDP growth rates were far beow those projected in the Horizon 2000 Flan where economic
growth was esimated to Sabilize a 9 percent throughout 1995-1998.

Evolution of real GDP growth rate (1995-1998)
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Source: Horizon 2000 plan and Ministry of Finance

In addition to the decrease in its rate of growth, another driking phenomenon was the sructurd

changesin the GDP which underwent subgtantid changesin terms of the percent share of itsthree
mgor components interest, wages and profits. The share of the interest component of tota GDP
increasad from 10.8 percent of GDP in 1992 to around 22.7 percent in 1998, reeching higher
leves than mogt middle and high income economies (the interest component share of GDP reaches
79 pacat in highincome countries and 9-11 percant in midde-income countries’). This

4 As-S4fir, The 5-year Plan for Economic & Fiscal Reform, Jine9 1999
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conggent acoderation of the financid base came a the expense of the red economic base and
entailed economic and sodd burdens, the mogt important of which ares

a The dedire in lending opportunities to productive employment and economic
activities

a The dlocation of larger nationd resources to bondholders- the mgority from
wedthy and high-income dasses- rather than to other productive segments of the
working populaion, manly wage-eamners who bdong to low and midde income
classes.

The dowdown in red economic activity, coupled with the digtortion in the structure of the netiond
output, was patidly induced by the contredictory gods of the fiscd and mongary policies
adopted by the Lebanese Government in pos-war Lebanon snce the early 90's In effect, thereis
no doubt that the dud drategy of pod-war recondruction and monetary dabilizetion was
successful in some respects, ye, the sodd codt of this draiegy proved to be very high, as it
resulted in a severe socio-economic arids and impasad a heavy burden on midde and low income
ssgments of the population.

2.2  Fiscal Policy and its Effects on Social Devel opment

The sodd effects of the fiscd policy have proven that the Lebanese Government has not yet
presumed its role as a provider of soda equity. On the contrary, it is widdy bdieved thet the
expanding fiscd policy adopted by the Government has accentuated, to some extert, the socid
disparities that emerged during the years of civil war.

The sodd implications of the government fiscal policy can be traced through the evolution of
socid gpending, wages and sdlaries, and taxation policies

2.2.1 Evolution of Public Social Spending

Government budget expenditures on sodd savices, as a percent of the overdl budget, induding
spending on education, hedth and sodid wdfare, recorded a notable increase during the lagt five
years However, the actud leve of spending, its effidency and equity provison are issues that
reman controversd.

The tota dlocated budget for the Lebanese Minigtries dedling with sodid issues’ congtituted
around 13 percent of tota budgeted government expenditures during the period 1994-1998, the
mgority of which went to the Minigry of Nationd Education, Youth and Sports (44 percent of
tota dlocation for sodid spending) and Minidry of Public Hedth (22 percent).

® Considered in the conttext of this report asthe Ministries of Nationd Education, Y outh and Sports, Public Hedlth,
Sodid Affars, Labor, Housing and Cooperatives, Displaced, Vocationd and Technicd Education, Culture and
Higher Education, and Environmert.
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Evolution of the allocated expenditurein the general budget 1994-1998 (billion L L)
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Table 1. Government Allocated Soending for Sodial | ssues 1994-1998 (billion LL)

Government expenditures/ Budgeted figures 1994 | 1995 | 1996 1997 1998 Total

Ministry of national Education, Sportsand Youth| 234 | 322 | 314 | 388 | 456 @ 1,713

Ministry of Public Health) 124 | 159 | 150 | 160 | 261 854

Ministry of Social Affairs 52 68 88 9% | A 397

Ministry of Labor| 1 2 2 4 4 14

Ministry of Housing and Cooperatives 26 17 13 4 5 114

Ministry of Displaced| 6 7 6 7 9 36

Ministry of Vocational and Technical Education 25 40 33 40 | 33 170

Ministry of culture and Higher Education 80 | 105 | 61 | 154 | 195 595

Ministry of Environment| 7 8 6 6 5 32
Total public socia spending 555 | 729 | 674 | 856 |1,111| 3,925
Total public expenditur (exclud. annexed budget) 4,106 | 5,630 | 6,458 | 6,433| 7,320 | 29,947
Total budget expenditures (include. annexed 4,715 | 6,247 | 7,091 | 7,203| 8,199 | 33,456
budget)
Debt Service 1,359 | 2,279 | 2,600 | 2,700| 3,200 12,137

Source: Ratified Generd Budgets 1994-1998

Public spending on sodid services such as education, hedth and sodd assstance should consider
two basc palicy objectives efficiency and equity.  Efficiency could be achieved when the public
intervention produces externd bendfits thet contribute to correcting market failure, wheress equity
is achieved by making socid sarvices accessible for different population groups regardless of
regiond, socid and economic differentids

Despite the rdaively condderable Sze of public spoending on socid issues by the Lebanese
Government during the ladt five years, socid sectors gl face severd sructurd problems. These
problems are mainly reflected in the goparent ineguity in access to sodd sarvices, the high cods
of these sarvices, and the absence of acomprehensive nationd plan to address the socio-economic
needs of the populaion and reduce regiond and sodd digpaities One of the mgor factors
dfecting the effectiveness of public sodd spending remans the huge dze of overhead
adminigrative cogts compared to operationd codtsin terms of actud service ddivery.

The extent to which public spending has been effective during the past period could be measured
by the brief review of the main achievements, condraints and problems  encountered, despite the
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efforts mede by governmentd bodies, in the hedth, education and soad welfare sectors (treated
in section 3).

2.2.2 Evolution of Wages in the Gover nment Budget

Weages condiitute a congderable component of the governmenta budget. Their contribution to the
growth in public spending has been, in recent years a very controversid issue. However, during
the padt five years, the share of wages of totd budget spoending tended to dedine againgt agrowth
in the share of debt sarvidng expenditures’. 1t is noted that, since 1994, only two wage
adjusments were rdified in 1995 and 1996. However, the implementation of the sscond wage
adjusment was ddayed for 1999 in order to devdop a new sday stde for public sector
employess

Evolution of wages and debt service as % of budget spending
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In the asence of a wel-defined wage palicy (full indexation, patid indexation, ec), the
purchesing power of the Lebanese pound undewent a dight dedine throughout the period 1995
1998, during which the cumulative inflation rate in Lebanese Pounds amounted to around 23%.
However, the drop in red wages was much higher during the period 1991-1993, whereby the
dedine in purchesing power amounted to 3796. It is important to mention that the wage
adjustments that were implemented in the pos-war period did not account for the huge cumulaive
drop in redl wages that wasincurred during the years of avil war.

Evolution of nominal & real minimum wage (1990-1998)
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Offidd wage adjudments were not necessarily responsble for the increese recorded in
expenditure on wages and salaries Snce 1994. Rather, it was the large expangon in the number of
public sector employees, particularly within the army and internd security forces, coupled with
the prevailing inefficency in public sector inditutions thet contributed the most to the increese in
the wage bill over theseyears

As a conseguence, the rise in the wage component in the generd budget does not entirdly reflect a
red improvement in the living sandard for a spedific portion of labor force - namdy public sector
employees- and hence could nat be judtified to have a condderable impact on socid development.
Furthermore, as will be highlighted in the coming sections, increeses in wages were partidly offst
by asmultaneousincrease in indirect taxes.

2.2.3 Taxation Policies

During the ladt few years, a higher importance has been attached to the revenue-generaing role of
taxation polidies, rather than to their impact on soda equity. Accordingly, the tax burden fel most
heavily on low and middle income groups, thus contributing to a wider ggp among the different
socid classes.

The Lebanese government is pladng higher weights on indirect taxes as the mgor source of
government revenues In 1993, a tax amendment was introduced lowering the cdling of tax on
profit and income to 10 percent, aming a a dud objective creating a itable investment
environment and improving the valuntary compliance of tax-payers.

Evolution of direct & indirect taxesin % of GDP
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During the pedt five years, the share of direct taxes in GDP did not exceed 3.8 percent, while the
share of indiirect taxes ranged between 4.5 percent and 7.5 percent®. Also, during the same period,
the government increased the tariffs of public sarvices such as dectricity, tdephone, and other
savices, much more then the average annud household income can sudan.

The rdiance on indirect taxes- which are regressive in neture- incressad the burdens on the middle
and low income dassss. In fat, the dructure of Lebanese households' spending and incomes
reveds that low-income categories gpend a higher portion of thar income on besc goods
(foodgtuff, dathing and persond care) than high-income household categories who spend a higher
proportion of their income on sarvices (Such as education and leisure)®. Since the consumption of
these sarvices is not subject to taxaion, the tax burden born by the low-income sodid categories
as compared to their leve of income- is much higher then the burden born by high-income ones

8 As-SHfir, The 5-year Plan for Economic and Fiscal Reform, June 9, 1999
° Family Budgein 1997, Centrd Adminigtration of Satistics 1999
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From ancther perspedtive, the high indebtedness of the government led to a huge accumulation of
debt servidng expenditures thet condituted around 76 percent of tota government revenues during
the period 1995-1998 (92 percant in 1997). Given that bondholders were exempted from taxes, the
government policy entalled a didribution of wedth and income away from tax-payers, who
represent low and midde income groups, to bondholders who represent wedthy and advantaged
groups

The current tax Sructure in Lebanon relies on cusom duties and other forms of indiirect taxation,
while a large part of domedtic transactions, corporate profits, capita gains and wedth are not
effectivdy subject to taxation. Conseguently, a need for a sructura tax reform targeting hight
income and wedthy groups aises aming & achieving a dud objective maximizing tressury
revenues and narrowing down the existing gap among the different sodd dasses. In this regard,
the current government is proposing to increese tax rates on income and profits with a higher
degree of progressivity. In addition, efforts are being undertaken to prepare for the introduction of
vaue-added-tax - which would be imposad not only on goods but also on avariety of sarvices- in
order to gradudly subdtitute for cusom duties on imported goods It should be noted thet the
implementation of VAT will conditute a pogtive gep towards a more baanced income
digribution as it would incresse the tax burden on hightincome groups who spend a high
proportion of their income on savices as compared to low-income groups

Briefly, the taxation and spending policies adopted by the authorities did not play a mgor rolein
enhanang the sodd sanding of the country. In addition, the future progpects are not encouraging
in light of the hard fiscd crigs thet the Government is passing through.  With debt growing more
rapidly than GDP, savere auderity measures are expected to be adopted by the Government, thus
leaving little room for sodd gpending to expand in the coming few years. In addition, given the
complexity of adminigering income and wedth tax and the urgent nesd to achieve additiond
revenues, the recourse to heavy rdiance on indirect taxation in the short term seems inevitable,
which would further aggravate the tax burden on low and disadvantaged groups

2.3 Rehabilitation and Reconstruction Plan

The nationd rehablitation and recondruction plan (Horizon 2000) adopted by the Lebanese
Government in 1994 was rdatively amhbitious in seiting its objectives and targets, intending to
restore the country’s prewar date. The plan amed a doubling the average living sandard of the
Lebanese populaion during the period 1995-2007, achieving baanced regiond development, and
integraing the private sector into the development process: The objectives of the plan can be
examined through the sectord and regiond  digtribution of planned expenditures asfollows

Table2. Satoral digribution of planned expenditur es- 1995-2007
Sector Share

Physicd infragructure (electricity, communications, roads and highways) 3™
Sodd infragructure (education, youth and sports, vocationd and technica 25%
training, higher education, hedth, sodd afairs, housing, displaced)
Socio-economic services (water, Solid wadtes, environment, public transport and 22%
ralways)
Productive sectors (agriculture and irrigation, industry and petroleum, arport, 8%
port, free zones, touriam, private sector SeVices)
Government gpparatus (government buildings, security forces, information and 8%
public adminidration)

Source: Coundil for Development & Recongtruction, Horizon 2000, Beirut 1995
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Table 3. Renional digribution of planned expenditur es- 1995-2007

M ohafazat/Recion Share
Barut 14%
Bearut Suburbs 20%
Mourt-Lebanon 15%
North-Lebanon 18%
Nabatieh 8%
SouthtLeoanon 11%
Bekaa 14%

Source: Council for Development & Recongtruction, Horizon 2000, Beirut 1995

During the peiod 1992-1998, many

achievements ae recorded in the rehdbilitation and

recondruction process, in the different sectors: physcd infrasiructure, sodid infragtructures, basic
sarvices and productive sectors. In fact an goparent improvement was recorded, manly a the
levd of phydcd infrastructure which accounted for a mgor portion of spending during the last

period (around 50%).
Table4. Contradsfrom January 1 1992 to December 31 1998

Total Completed In progress

Sectors N. of Amount |Foreign |N. of Amount [N. of Amount |progress
contracts |USD Fund contract (USD contracts |USD *
S

Physical Infrastructure
Electricity 56 13379 11986 40 452.1 16 8359 7%
Tdecommunications, post 83 7979 339 & 3AL2 4 456.7 8%
Roads & highway, public 119 521.1 314 55 1106 &4 4153 56%
trangport
Sub - total 263| 2656.9] 1263.9 179 903.9 84| 1757.9
Social Infrastructure
Education 506 450 189.2 406 1956 101 254.4 8%
Public Hedth 103 1369 A7 4 9.5 59 1274 4%
Socid dfars 14 25 0.9 14 25 0 0 0%
Housng and ressttlement 13 31 2.8 12 14 1 17 0%
Environment & Pryscd 23 72 9.6 ikl 8.2 12 o4 5
planning
Sub - total 659 664.6 297.2 487 217.2 173 447.5
Basic services
Water supply 105 3231 2387 40 624 65 2531 429
Waste water 70 154.1 281 25 259 45 1282 46%
Solid waste 5 6653 295 2 %9 74 5684 23%
Sub - total 229 11425 296.3 87 185.2 142 949.7
Productive sector
Agriculture and irrigation 77 589 436 33 9.5 4 495 36
Industry, ol & gez 16 54 39 12 12 4 43 3%
Ports and airport 37 6424 178 19 17.2 18 625.2 61%
Government building % 8l 7.3 7 734 17 7.6 46%
M & 250 1389 1076 196 1068 ! 321 5%
Implementation, other
Sub - total 476 926.6 340.4 339 208.1 137 718.7
Total 1627| 5390.6| 2197.8 1092| 1514.4 536| 3873.8
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Source: Progress Report, Coundil for Development & Recongruction, March 1999

* edimated % of thein-progress work done during 1998

However, comparing the actud spending (es per CDR progress report) and the expected spending
(as per Horizon 2000 edimates), congderable imbaances are noted particularly in the digtribution
of spoending among the different sectors. Whereas spending on physicd infrastructure is estimeted
to acoount for 37% of tota plan, it actudly rises during the period 1992-1998 to around 49% of
goending. Meanwhile, the share of sodd infragtructure records, during the same period, only 12%
of tota actud spending, againg a forecasted share of 25% of tatd spending. These imbaances
might be atributed partidly to the fact that physca infrastructure was completdy destroyed
during the war and had to be assgned high priorities, however, this does not explain the very low
shae of gpending on sodd infradructure which is dmost equdly important to physicd
infrastructure.

Sectoral Distribution of spending: Horizon 2000 vs. CDR progressreport
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Spending on the condruction and rehabilitation plan - as deduced from planned and execution
figures- was skewed for phydcd infrasiructure on the one hand, and on the other for some regions
a the expense of others. Thisfact create some sectord and regiond imbalances

24  TheMonetary Policy

The g&hilization monetary palicy pursued by the Lebanese Government Snce the early 90's had
both positive and negetive repercussons on the socid conditions of the Lebanese populaion. On
one hand, this policy which amed a dahilizing the vaue of the exchange rate was successful in
contralling the annud rate of consumer price inflation, which dropped from 100 percent in 1992 to
4.5 percent in 1998. Thus the disastrous phenomenon of red wage eroson that was witnessed
during the years of war was rdatively controlled, even though the wage adjusments that were
effected during the last decade were rot sufficient to compensate for the cumuldive lossesin the
purchasing power of wage-earners.

On the other hand, the monetary pdlicy, which was implemented through high interest rates on
treesury hills discouraged private investment in the productive sectors of the economy, thus
contributing to a dowdown in the raie of economic activity. Accordingly, the number of job
opportunities created was reldively low and unemployment perssted as mog foreign and locd
cgoita was invesed in highyidd government bonds rather then in high-vdue employment-
promoating activities

1C
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In addition, the continuous gppreciaion of the Lebanese pound againg the Dallar led to arisein
the red effective exchange raie- which meeaures the ratio of the average price of the Lebanese
output basket to the price of foreign output basket- by around 58% between 1993 and 1998°. This
means thet the prices of domestic goods and sarvices have risen by around 58% rdative to foreign
goods and sarvices throughout thet period, the fact which led to a deterioration in Lebanon's
comparative advantage and dowed down the rate of activity in export-production sectors. Asa
result, the Baance of Trade deteriorated, thus aggravating the prevailing economic agnation and

the rdated employment progpects.

As a conduson, the macro-economic polices during the last five years whether fiscd or
mongary, influenced to alarge extent the sodd development in Lebanon. The main arees affected
inthisregard are:

- Thelevd of digposable income thet dedined as a consaquence to the increesing trend leve of
taxation and pricing of public services

- Thedidribution of income resuiting from the heavy reliance on indiirect taxation

- The uneven accesshility to basc infragtructure that results from the uneven dlocation of
finendd resources among the different Lebanese regions

- Therddivey low levd of private invesment generating job opportunities

¥ As-Sfir, The 5-year Plan for Economic and Fiscal Reform, June9, 1099
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3 WSSD themes achievements, mechaniams and condraints

The preceding assessment highlighted the major defidendies thet hampered socid development
during the pedt few years from a macro-economic perpective. Y et, a more thorough analys's of
the Stuation could be achieved by reviewing the spedific sodid projects plans or programmes thet
were undertaken by different governmentd and nontgovernmenta bodies within the context of
addressng some of the prevailing sodd problems that were addressed by the World Summit for
Sodid Deveopment.

The achievements recorded in the three aress of concern can be assessad through examining the
evolution of a sat of rdevant indicators, a task condrained by the availability of datidicd data
paticulaly on the Stuation thet prevailed prior to the WSSD. The condraints that impeded the
achievements of the WSSD recommendations can be highlighted, with spedfic focus on the
predicaments facing the government, whether they are rdaed to capadity building, availability of
resources, or inaocuracy in planning.

It should be noted thet a set of externdly-financed investment programmes and projects have been
contracted snce 1995, aiming directly or indirectly & poverty dleviaion, employment promotion
and sodd integration of underprivileged groups These implemented prgjects range from
condructing databases holding information on the different demographic, sodd and economic
agpects, to sarvice provison projects addressing pedific regions and socid groups

Y, the effidency, efectiveness and impact of these projects in achieving their presumed sodd
functions cannot be identified given the absence of a wdl-defined comprehensve socid plan with
pre-determined objectives, as well as the dosence of identifiable impact assessments of such
programmes on the sodid datus of the population. For ingance, the Common Country Assessmeant
(1999), prepared by the UN Resdent Coordinetor System in Lebanon atempted at presenting the
current achievement level of some bagc indicators rdating to many aspects: populeion, poverty
dleviation, employment and sudtaingble livdlihood, hedth, education, environment managemert,
governance and inditution building, and empowerment and participation. 1t is noted thet for most
of these indicators, mainly core indicators, nationd targets were dmog absart, reflecting the
relaive inadequacy in basdine information and planned outcome indicators.

According to Lebanon Deveopment Cooperation Report™, the sectoral diisbursements of externd
asdgance (amounting in totd to US$ 234 million) revedss thet the share of expenditure on socid
development of this assstance was growing in the period 1993-1997, to reach 19.2% in 1997.
However, the concept of socid deve opment and its components is dill a controversd issue, and
there is gill no nationd-agreed upon dassfication for sarvices and adtivities that could be
congdered within the context of sodd devdopment. For indance, dishursements for sodd
deveopment in 1997 amounted to US$ 450, among which 295% is disbursed for drinking water
and sanitation projects and 25.3% for the condruction of Berut Sports City dadium. The
controversd  ddfinition of the concept of sodd devdopment is dso highlighted in the
governmenta budget, mainly in the dassfication of expenditures as to whet to indude under
socid spending and what to exdude This fact is condtituting an dleged reason for politicd
dispute. The fallowing teble illustrates the devel opment of the disbursement of externd assstance
and its bregkdown by mgor sectorsin the period 1993-1997:

Table5. Gross Dishursements of external asssance by sector (1993-1997)

Million US$ 1993 194 199 1996 1997

Gross Disbur ssment 144.5 157.3 2151 3328 233.6
Break down of grossdishursement by sector %

Socid Development | 9.2 1157 16.1 114 [ 102

" Development Cooperation Report, UNDP, 1998
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Trangport 04 04 10.3 40 16.8
Hedth care 174 8.6 11.0 145 144
Electricity 179 255 254 A5 129
Humen resources 11.0 28.0 13.0 6.5 9.6

Othars 41 218 24.1 29.1 271
Tota 100 100 100 100 100

Source: Lebanon Devdopment Cooperation Report 1998, UNDP, 1998

3.1 Theme1l: Poverty Eradication

The 186 oountries that dtended the WSSD committed themsdves to implement action
programmes aming a poverty eradication, with the following spedific ojectives

a Devdoping methods for messuring the different levds of poverty, manly

absolute poverty;
a Adopting nationdl drategies to reduce rdaive poverty and eradicate absolute

. poverty;
a Fixing time limits for the poverty dleviation process.

3.1.1 Main achievements

Absolute poverty in Lebanon is preiminarily defined as the inability of covering the cogt of basic
dimentary neads, wheress rdative poverty is the inahility to cover the cogt of badc living nesds
(food, dathing, education, and hedth). Lebanon is il faces severd predicamentsin procesding in
the process of poveaty eradication. Lebanon does not have a dear method of povety
measurement, nor does it have a specific nationd plan to eradicate poverty.

In 1998, an atempt has been made by The Minidry of Sodd Affars and UNDP to rank
geographic regions according to the degree of satifaction of basic needs #, using “Unsatified
Basc Neads’ (UBN) method. This adopted messurement, however, hes agenerd indicaive vaue
with repect to describing sodd/regiond disparities, neverthdess it does not leed to an exact
sodd dassficaion in the country. Furthermore, in the aasence of income and expenditure data,
this ranking sdected deven indicators grouped into four mgor fidds (housng and reaed
indicators, water and sewage; education ad rdated indicators and income-related indicators).
Basad on this dassfication, it was found out that around 32.1 percent of households (and 35.2
percent of individuas) are living below the satisfaction threshold. Thesamestucgy revedlsthat
socio-economic conditions of rural aress in Lebanon are deteriorating”, as can be
conduded from the dassfication of cazas based on the percentage of househalds having a
low degree of satidaction. For ingance Bent Jbel has the highest per centage of households
with low degree of satidaction (67.2% of househadlds), followed by Hermd (65.3%), Akkar
(63.3%), and Marjaayoun (60%) noting that all these areasare dassfied asrural areas

In addition to the attempt done on mgpping of living conditions, another attempt was done in 1997
to identify the poverty profile in a gpedfic region of Lebanon, hisoricaly consdered as an under-
srved aea, nandy, Badbeck-Harmd region”. The attempt resuited in determining the lower
poverty line (etimated a monthly amount of US$ 332 for an average household Sze of 526
members) and the upper poverty line (etimated a a monthly amount of US$H 652 for an average
monthly gze of 5.26 members). The head count index for this region was equivdent to 255

2 Mapping of Living Conditionsin Lebanon, Ministry of Sodid Affairs& UNFPA, 1998

B Thereisno dear and officid dassification of Lebanese areas asto thair baing urban or rural. However Lebanese
cazas can be somehow ranked according to the degree of urbanization.

“ Poverty & Gender Profile in the Baelbeck-Herme Region, Conauitation & Research Indtitute and UNDP, 1998
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percent and 58 percent of households (65% of populaion), rddive to the lower and upper poverty
lines, respectively. The poverty gap for the Baalbeck-Hermd region amounted to 30.4 percent and
the Lorenz curve illudrated thet 20 percent of this ared s income was controlled by 50 percent of
the population, whereas 30 percant of the income was controlled by 10 percent of the population.
Thisgudy further illugrates the deterioration of sodo-economic conditionsof rura-areasin
Lebanon. The area of baalback-hermd, having around 21% of its labor force working in
agriculture (which is among the highes in Lebanon), recorded the wors sodo-economic
indicators mainly in terms of illiteracy rate and unemployment rates which are among the
highes in the country. Also, income indicators reveal that the individual income levds are
very low, with more than two thirds of the workers earning less than twice the official
minimum wage. On the ather hand, this sudy indicates that sodo-economic conditionsare
word for female than for male (poverty feminization phenomenon) . For ingance, illiteracy
rates are more than three times for female than those for male Also, lower income leves
arerecorded for femaleworking in these areas as compared to male

Furthermore, it should be noted thet the urban poverty line was estimated a USS$ 495 for afamily
of five members in Berut (in 1992%). This esimate was arrived a through caculating the “lesst
cogt diet” taking into condderation severd variants such as gender and age. Also, fallowing the
same methodology, the upper poverty linein rura aress was edimated a US$ 377 in 1993°. The
vaiation in urban and rurd poverty lines accounts for auto-consumption, demographic sructure
and price differentids between urban and rurd aress.

Taking into congderation that the extrgpolation of poverty lineis avery complicated process asiit
is related to inter-linked factors (demogrgphic sructure, dadticity and consumption behavior), for
amplicity ressons, the above-mentioned poverty lines can be updated using inflation rates, Cet.
par. asfollows

Table 6. Extrapolation of Poverty linesin Urban and Rural Areas

Year |Urban Uppe Povatv) Rura Upope Povaty | Inflationin
Line (USH) Line (USH) (USDH)

1992 495

1993 607 377 2%
194 679 422 12%
1995 778 483 15%
1996 874 A3 12%
1997 %61 597 10%
1998 1021 633 6%

Source: extrgpolated by CRI usng inflation rete

Despite the different surveys conducted during the recent years to evauate the living conditions of
the Lebanese population, the country dill lacks some basic information on accurate nationd levels
of absolute and relative poverty. The data mede availabdle through the different surveys provides
ingghts regarding the level of income, didribution of income, the accesshility to basic sarvices
and some other indicators that could be used for an gpproximate indirect evaluation of the extent
of poverty in Lebanon.

The main indicators used to measure poverty such as poverty line, head count index, poverty gep
and severity of poverty have not been evduated in Lebanon, except for some regions (Baalbeck-
Hemd) or through some prdiminary, though indicaive, atempts that did not teke into
congderation the various factors thet would affect the level of poverty line (demographic factors,

5 Sudy on the evolution of wages and prices 1984-1992, Consultation & Research Ingtitute- ILO- CGTL, 1992
% Repid Needs & Capacity Assessment, Consiltation & Research Indtitute - High Relief Committee - World Bark -
UNDP, 1995
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auto-consumption, sructure of gpending, housng ownership, dadicity, third-party finance for
hedlth and education, ec.). Hence, the measurement of the accurate level and profile of poverty in
Lebanon could not be achieved a this sage.

Conssquently, dthough preiminary attempts have been made, the three commitments of the action
plan for poverty eradication has not been adequatdly met five years after the Summit.

3.1.2 Mechanisms

A._ Siveysand Researches

As dorementtioned and until the beginning of the ningies the scaraty of daidicd data
complicated the assessment of the living conditions of the Lebanese population. However, Snce
1995, the mogt notable achievements of the Government in the context of poverty determination
were the implementation of a number of surveys and sample sudies which provided data.on some
mgor demographic, sodd, and economic agpects Of these surveys, the most prominent are the
following (lised in backward chronologicd order):

i i ndliti ) . B- ongaing): Basad on the results
of the mapplng of Ilvmg oondltlons this prqed was launched in 1998 by the Counal for
Development and Recondruction, Minidry of Sodd Affairsand UNDP. It indudes saverd action
plans, sudies and surveys. It ams, fird, & capacity building of the Minidry of Socd Affars
Also, covering dso the implementation of pilot micro projects in one of the poorest areain North
Lebanon (Bab Eltabaneh and Akkar). It indudes preparing a publication on the living conditions of
Lebanese households (under implementation). Within the context of the same prgject, a nationd
survey will be conducted aming a edimating the poverty line (on both income and UBN bass)
expected to be completed by the end of 2000. In addition, a project and support documents are
being prepared for an integrated deveopment programme for Akkar which is expected to be
launched during year 2000 and to lagt 3-5 years.

i i ‘ ementation): This sudy
|s amlng a analyzng budget qoendlng to |dent|fy the allocation of governrrmtd resources to
sodd interventions and is supposed to result in the recommendations that would assg in devisng
the necessary policies and measures to achieve a better dlocation of socid spending.

Family Budget in Greater Beirut (1999): the dudy is bang implemented by the Centrd
Adminigration of Sdidics (CAS) with the assgance of the United Naions Deveopment
Programme (UNDP). 1t is the firg offiad survey on family budget Snce 1966, nating thet a
amilar survey was conducted in 1986 by the Lebanese Genard Trade Union to identify the
gructure of family budget covering around 2000 householdsin Berut and its suburbs. The survey
ams a identifying the sructure of household spending. This sudy could be later used for the
identification of the leve of absolute and relative poverty in urban arees

Compulsry Free Education Survey (1999): the sudy was carried out by Conaultation and
Research Indtitute and the Nationd Center for Educationd Research and Deveopment, and
commissoned by UNICEF and the Warld Bank. It amed a identifying the rates of enrallmert,
dropout, repetition, and falure of individuas aged between 322 years, in addition to the cost of
education in the different schodling sysems and thar means of finendng. It dso amed &
determining the capadity nesded in terms of schoadl premises, equipment and educationd S&ff to
provide compulsory free education, aswel| as the cogt that will be incurred in such aprocess,

ande eck-Herme B): the sudy was carried out by Consultation
and Research Instltuteatthe request of UNDRP. The sudy amed a identifying the characterigtics
of the poor in Baabeck-Hermd, aswdl asthe prevailing gender disparities.
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Mapping of Living Conditions (1998): the Sudy was carried out by MOSA and UNDP. Based on
the data provided through the housing and populaion survey (1996), a mgpping of the living
conditions was developed on Caza beds, dassfying households and individuds into four
categories depending on the degree of satisfaction of basic needs.

itions @ Q) the Sudy was carried out by the
Central Admlnlstratlon of Statlstlcs(CAS) W|th the assitance of the United Nations Development
Programme (UNDP). The sudy resulted in an edimaion of the population sze of aound 4
million (induding Pdedtinians indgde camps). It dso sarved as a multipurpose survey providing
information on demographic sructure, housing conditions and accessihility to besic sarvices in
addition to data on education, hedth, employment, income and weges and structure of household

Q7): the sudy was caried out by

Consultetlon and Reaaerdw Insutute a therequest theWorId Bark. It was an andlytical trestment
of the Housng and Population Survey, with an attempt to identify households income levd in
relaion to an esimated levd of poverty line

i S 6): implemented by the Minidry of Sodd Affars
(MOSA) with the assstmoeof United Nations Populatuon Fund (UNFPA). The sudy resuited in
an edimate of the populaion sze of 3.1 million (exduding Pdedinians in the refugee camps), as
wdl as demogrgphic characteridtics induding digtribution of populaion by gender, age groups,
household sructure, age of marriage, dependency rates, and migration. The sudy dso provided
informetion on the didribution of population by sodo-professond occupation, economic
activities, sectors (public, private), satus of work (employer, wage-eaner), ssesondity of work,
secondary  occupdaions femde activity, and others. The dudy daborates on the housng
conditions, induding crowding, accesshility to basc savices (waer, dectricity), type of
ownership, and athers

One of the possible mechaniams that would be of grest Sgnificance in poverty dleviaion is the
foundetion of the Sodd and Economic Coundl, thet will be a potentia tool of debete among the
different parties involved in sodd and economic issues (employers in the different economic
sectors, professond syndicates, labor unions.). However, the levd of eficiency of this coundl
will mainly depend upon the authorities granted to the councl as wel &s to its being well
representing the different concerned parties. Also, among the contributors to poverty dleviation,
will be the rde of the Economic and Soda Fund, and its foundetion has been prdiminarily
negatisted with CDR and that will be financed by the European Union.

In addition to these national and regiond surveys and sudies, other andyticd sudies and desk
researches were conducted, having a poverty componert.

fic doued T .

During the recant period, severd projects have been implemented by governmenta and nont
governmenta bodies (some of which are ontgoing), with the finandd and/or technicd assgance
of loca and international organizations. These projects am at enhancing the living condiitions of
specific sodd groups in specific regions (Annex 1 provides detalls on these projects). The nature
of these projects varies according to different varidbles Some have a regiond deve opment
dimengon, addressng in paticular the deprived aress in Lebanon, such as Baabeck-Hermd,
Akkar and the South. Wheress others address pedific target groups (displaced, smdl famers...).
The naure of these projects, it varies between sarvice provison, srengthening and capadity
building, credit provison, rehabilitation of sodd infrasiructure, and other types of asssance.
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The main finendd contributors to poverty-dleviaion rdaed projects induded externd multi-
laterd and bi-lateral donors, in addition to the United Nations Agendes, induding: the United
Nations Devdopment Programme (UNDP), the Arab Fund for Economic and Sodid Development
(AFESD) and the United Sates Agency far Intenationd Devdopment(USAID). Vaious
organizetions contributed in the execution of funded projects, especidly the Counal for
Devdopment and Recondruction (CDR), line minidries, and nonrgovernmental Organizations
(NGOs).

3.1.3 Constraints

The main condraint in addressng sodid dleviation in Lebanon at the nationd leve isthe dosence
of a comprehendve naiond drategy aming a povety-reduction in the country. Such a
comprehendve plan would identify under-served aress and poor groups, and would devise
drategies to assess and respond to ther needs, ensuring both high impect and sugtainability. The
absence of such aplan induced a high cost for the government in the ladt few years. For indance,
governmenta spending on educaion and hedth as percentage of GDP reached one of the highest
levels by internationd dandards, neverthdess the equity and efficency of these sarvices is
Oebatable. Given the current hard fiscd and monetary conditions the government is fadng,
Squeszing governmental pending, minimizing wadte of resources, and ensuring therr efficient use
becomes a priority.

During the pedt few years, darting from 1996, the government attempted to dhift its focus from
investing in infragtructure to investing in sodd and human development, giving higher priority to
govemance and sodd issues, induding adminidrative reform, return of digolaced, baanced
devdopment and environmenta agpects  However, this shift was confronted with fiscd
difficulties, causad by a huge budget deficit and an uncontrallable growth in public debt.

3.1.4 Poverty Proxy Indicators

In the absence of comprehensve st of income indicators, avallable indirect indicators such as
leve of income and accessihility to basic services could conditute proxy indicators to evauae
the extet of povety. Within this context, the presant report will condder three main proxy
indicators to evauete the current extent of poverty in the country: wages and income, hedth, and
education.

A Wagesad Inoome

Wages have been saverdy influenced during the past few years, the fact which is bedt illugtrated
through tracing the evdution of the minimum wage rate during the period 1990-1998. The
minimum wage rate, fixed a LBP 45,000 in 1990 (US $64), incressed- in current prices- to reech
LBP 300,000 in 1996 (US$ 191), with an increese of 566 percant. Meanwhile, in condant prices
the minimum wage regisered an inarease of only 37 percent because of the cumuldive inflation
(both in Lebanese Pounds and in U.S. Dallarg). 1t should be noted thet this increese ingenerd was
notably dower for higher wage ssgments, snce wage adjusments were gpplied with a certan
degree of progressvity with higher rates of incresses gpplied to lower ssgments of wages. Table 7
shows the evalution of minimum wage in both congant and current prices for the period 1990-
1998:

Table 8. Evalution of Minimum Wage (1990-1998)
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Current Price  Current price$ Congant Price | Condant Prices
LBP LBP $

1990 45,000 64 45,000 64
1991 75,000 81 49,885 71
1992 118,000 69 39,283 56
1993 118,000 68 31,510 45
194 200,000 119 49483 71
1995 250,000 14 55941 80
1996 300,000 191 61,658 88
1997 300,000 195 57,218 82
1998 300,000 198 54,728 78

Source; Minimum wages adjusment decress
Conaultation and Research Indtitute, Consumer Price Index

Sincethe end of 1996, and despite the inflation rates recorded during the pest three years, no wage
adjustment has been taken into account for workersin the privete sector.

Recent rdeasad Sdidtics reved that the average monthly sdlary earned by the Lebanese workers
isaround LBP 689,000 (equivaent to US$ 450, 1997 figures”), i.e, 2.3 times the minimum wage
However, dipaities are recorded in wage levels basad on different variables, induding gender,
work gatus, geographic areas, occupation and others

For example, dgnificant gender digparities are recorded in the wage leve, where the average
monthly wage for femdesis etimated a LBP 568,000 (US$ 372, 1997 figures), and is 18 percent
lower then thet for the average worker. On the other hand, the average monthly weage for mdesis
esimated a LBP 732,000 (US$ 480), i.e, aound 6.2 percent higher then the average nationd
wage levd. Consaquently, on average, mae monthly wages are more than 28 percent higher then
those of femdes

Also, regiond variaionsin the leve of monthly wages are evident throughout the country. Highest
average monthly wage levels are recorded in Berut (around LBP 835,000 -US$ 547), followed by
Mount Lebanon with an average monthly wage equivdent to LBP 801,000 (US$ 525), wherees
lowest monthly wage levds are recorded in South Lebanon (LBP 546,000 -US$358), and are only
1.8 times the minimum wege rate.

Permanent sdaried workers, representing the maority of the Lebanese labor force (64%), have a
higher monthly wage leve, esimated a LBP 769,000 per month, ecuivaent to US$ 503 (1997)",
Other workers have a much lower monthly sdary leve reeching as low as LBP 444,000 per
month.

The didribution of Lebanese households by category of income revedls that around 75 percent of
resdent households earn less than LBP 19.2 million per year, with notable regiond digparities For
example, 86 percent of households in South-Lebanon, compared to 64 percant of househdlds in
Barut, earn an annud income lessthan LBP 19.2 million.

Y Central Adminigtration of Statistics, Living Condiitions of the L ebanese Household in 1997, 1998
BCAS, op. dit.

Conaultation and Ressarch I nditute, June 1999



Distribution of households by category of annual income (million L.L.)
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Furthermore, the levd of household annud income varies consderably among the various
Lebanese regions It is found to be highest in Beirut (LBP 24.8 million) and Mount Lebanon (LBP
233 million), while it is lowest in Nabetieh (LBP 13 million) and South Lebanon (LBP 136
million). These digpaities in income result from imbaanced regiond devdopment, and  the
concentration of hightincome generating adtivities in Barrut and Mount Lebanon.

Aver age household annual income (1000 L BP)
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It isworth noting that around 80 percent of total resdent households spend more then they ean, as
thar income to spending ratio ranges between 0.25 as aminimum and 0.91 as amaximum.
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Incometo spending ratio according to income categories
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In addition, the didribution of annua household consumption by type of gpending reveds that
lower-income househalds spoend rdativedly more on foodgtuff, persond care, public services
(energy, water and tdlgphone), and hedth as compared to higher income househalds. As household
income rises, goending becomes more concentrated on leisure adtivities, durable goods and
education. This structure of spending mekes lower-income househalds more vulnerable to custom
duties and public services fees than higher-income ones

Distribution of households by income and nature of spending
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Asaconduson, avaladle data on wages and income reveds severd factsinduding:

- Theevolution of wages and income could not be accuratdly traced due the lack of suiteble
data, however the evalution of minimum wage showed that the purchasing power of the

L ebanese population was notably affected during the period 1990-1998.

- Huge digparities are dill encountered in leve of income mainly in relation to gender and
regions

- The patterns of spending of the different income groups reved thet lower-income groups are
affected by cusom tariffs and price of public services more than higher-income groups.

B Hedth
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Despite the huge size of the hedith bill esimated a around 9.2-10 percent of GDP in 1997%, the
hedth care system in Lebanon continues to suffer from sructural problems thet directly efect the
cogt and accessihility of households to this sarvice: Among the mgor condraints contributing to
the high cogt and inequity features are:

One) The inequity in accessing preventive and curdive hedth care sarvices
among the different Lebanee regions illudrated through the huge regiond
digparitiesin child and reproductive hedith indicators. For indance, infant mortality
rate, a the nationd levd, is edimated a 28 per 1000 live births, with congderable
regiond digparities, recording 15.9 in Barut, compared to 51.5 in North Lebanon
and 359in Bekaa

Two) The rdaively huge hill paid as out-of-pocket cost estimated a around 52
percent of the totd bill for hedth care (1997), reflects, to large extent, the many
condraints facing the hedth sysem in Lebanon. Out-of-pocket soending on drugs
is espedidly high due to two mgor facts: the lack of control over the drug market
and the huge drug bill directly related to the lack of control on the use of drugs by
physdans and pharmediss.

Three) Huge digparities are recorded in redion to the geographic digribution of
insured households (or household members). For indance, more than 55 percent of
Berut resdents are insured, againgt 235 percant in South Lebanor. It is noted
thet the percentage of insured households is postively corrdated with the average
levd of income, i.e, aess with high income leves have higher proportions of
insured populaion. This fact illudrates that households with lower incomes are
more likey to soend out-of-pocket money on hedth then households with higher
incomes. As to the age dructure of the insured it is noted that only 37.4 percent of
the Lebanese populaion aged above 60 years are covered through insurance
schemes dthough this age category is the mog prone to chronic diseeses and in
ned for hedth care

Four) The hedth care sysem in Lebanon is of aplurdigtic nature, consequently it

IS experienang an inconggent flow of both finandd resources and regulations
through different players involved in the hedth sydem, with severd different
public, para-public, non-profit and private providers and finendng agents

Fve) The multiplicity of the sysem, with the variety of funders and providers of

hedth sarvices realts in a redundancy a the level of adminidrative Saff
responsble for hedth care sysems, which results in huge waste of resources in
this sector. Spedificaly, the problem arises in the hedth care financing agendies,
having a notable proportion of expenditures dlocated for the adminidration and
gaffing. (The example of Nationd Socid Security Fund isilludrative).

Sx) The hedth care market ceased, to large extent, to be a basc sodd service
with the right of every dtizen to have access to hedth care. It is currently driven
by the forces of supply and demand, mainly in terms of hedth sarvices pricng
aganst the quaity of services provided. The problem is further accentuated by the
reldive weskness of the preventive hedth care, which is atributing to raisng
demand for hedth sarvices, and hence dfecting the trend of pricng of these
sarvices, and consequently the overdl bill.

 Public expenditure review of the socia sector, Sociad & Economic Development Group- Midde esst & North
AfricaRegion, 1993

 Living Conition of the Lebanese Householdsin 1997, CAS, 1998
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Seven) Therde of the government in this environment is not dearly identified. On
the one hand, the Minigry of Hedth- being the main government agency in this
regard- tends to invest in the hedth market by providing additiond hospita beds
and hedth centers wheress ddidics reved that the maket is dmogt over-
surated, except for some spedific geographic aress. On the other hand, the
government is not exerdsng its regulatory role in controlling the private sector in
terms of qudity and pricing of hedth services and insuring equitable access to
these sarvices

Although efforts are being made to enhance the performance of the hedlth sector and despite the
reaive improvement in hedth indicators no effident and equitable  efficient access to basic
hedth sarvices is yet ensured. Hence, the sector needs further development mainly to guarantee a
balanced coverage of primary hedth sarvices for the different regions and socid segments.

C Educaion

Spending on education in Lebanon reaches around 9.3 percent of GDP %, the mgjarity of which is
congdered as private expenditures (5.6 percent of GDP). However, the achievements in education
do nat judtify the high leve of recorded spending. During recent years many improvements were
recorded in educationd indicators, mainly in terms of increased enrollment retes, decreased drop
out, fallure and repetition rates, dedined illiteracy rates, in addition to the progress atained in
improving educationd infragtructure. However, al these improvements took place a a very high
cogt and the regiond equity is il lacking. Also, the efficiency of the current educationd system
remains questionable, mainly where the public sector is concerned.

The fallowing are the main fegtures characterizing the educationd sector in Lebanon:

One Dexite the growing government expenditure on education, enrollment in public
schooling remains far below expectations and does not exceed 35.4 percent of tota enrolled
sudents in pre-university education’. It should be noted that the share of pubdlic schools of
totd dudentsis sgnificantly lower for children below ten years of age (not exceeding on the
average 24 percent of totd enrolled sudentsfor this age group).

Two) The €eficdency and qudity of the public educationd sysemisdill a issue Thisfactis
patidly deduced from the tight corrdaion between enrollment in public schools and the leve
of income of the houssholds The lower the houshold income, the higher is enrdllment in
public schoals, illugtrating the perception that public schodls are for the poor.

Threg) Other indicators of the questionable efficiency of the public educationd sysem are
expliatly meesured through retardation, failure and dropout rates.  The retarddtion rate,
edimated a 40.9 percent for pre-universty education a the nationd leve, rises to around 60
percent in public schooling system, compared to 28 percant in private schooling system. The
repetition rate is estimaed & 11.5 percent (1997-1998), rigng in public schools to 22.9
percent, againg 4.7 percent in private schools.

Four) The inequity in the access to educationd sarvices among the different Lebanese age
groups and regionsis dearly illugtrated through the huge disparities in enrollment rates Total
avdimen rae for the age groups 3-22 years is edimated a 78.3 percent in Lebanon.
Enrallment reaches a peek for the age group 413 years, ranging between 92 and 99 peroartt,
dowing down notably for the age group 22-23 (reeching 24.4 percent). Also, notable regiond
disparities are encountered in this regard; this rate is reaches 82.5 percent in Mount Lebanon
and drops to 74.3 percent in Bekaa,

2 Public expenditure review of the sodid sector, Socid & Economic Development Group- Midde esst & North
Africa Region, 1993

2 Compulsory free educetion survey, Centter for Educetional Resserch & Development and Consultation &
research Indtitute, 1999.
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Fve) An ove-supply of teaching gaf is found in the public education sector with an
average Sudentsiteecher raio of around 89, againg aratio of 12 a the nationd leve, 14 in
private schools and 22 in private free schools. The qudification of exising S&f in public
schodls is quedionable, with only 34 percent of the daff with higher educationd degrees
Even dter the introduction of the new curricula during the 1998-1999 scholadtic year for
sdected grades, the efficiency of this new curriculais digputable mainly as to the availability
of ingructiona and illudration materids and the adgptation of Sudents and parentsto the new
indructiond methods.

Sx) The cod of education in public schodls in ggnificantly higher then in private schools
when messured on a par-sudent bags. This codt is estimated to be 20 percent higher in public
schoals then in private schoals for primary/complementary levels and 35 percent higher for
ssoondary schools 2. However, the computation of this cogt indudes the expenditures of
govenmentd on education alowances for employees in the public sectors nating thet the
mgority of the latter have ther children enrolled in private schooling.

Although enrallment rates for primary sudents are high, sructurd problems are il facing the
public educationd sector, mainly reating to the efficiency and qudlity of the public schodling,
accessihility by the different regions and socid classes, aswell asthe high cost incurred.

3.2  Theme2: Employment

3.2.1 Main achievements

Given its limited capitd and physca resources, Lebanon has to rdy on its human capitd as a
meen to foder economic growth.  The employment indicators witnessed dight improvements in
recent years as compared to the prewar era

A dgnificant growth in the globd rate of activity was recorded risng from 29% in 1970 to 34% in
1997*. A higher paticipation of women in the labor force is currently recorded, together with a
gahility in unemployment rate, in addition to an improvement in the level of education and kills
of the labor force Also, among the achievement in this regard is the dedinein the child labor thet
dropped from 135% in 1970 to aound 7.6% in 1997. The mog outdanding change in the
gructure of the labor force isthe drop of the agriculturd workers from 29% in 1970 to merdy 9%
in 1997, ass a reault of internd migration and forced replacement that took place during the war

period.

3.2.2 Mechanisms

During the lagt years nationd efforts were mainly concentrated on improving vocaiond and
technicd educaion in Lebanon through condructing new public schodls providing technica
assgance to exiding ones, developing curricula and promoting technica and vocationd traning
for qualified human resources.

A._ Suveysand Sudies
Severd nationd surveys were conducted to assess the Satus of the labor market in Lebanon:

. . 6. conducted by the National Employment
Offloethh support from the ILO and UNDP The Urvey was desgned to assg the government

3 Public expenditure review of the sodial sector, ibid
# Employment in Lebanon: an overview, ConsLitation & Ressarch Inditute, 1999
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in formulating employment polides on the labor force in Lebanon, with a view to formulating a
national employment drategy, devdoping netiona employment offices and establishing a link
between supply and demand for labor.

. ‘ S3 6. conducted by the National Employment
Offloe W|th the SJpport of ILO and UNDP The dudy amed a evauating the unemployment
conditions, induding unemployment rete, average duration of unemployment, and prdfile of the

unemployed.

Cengauis of Buildings and Edahlishments, 1996-1997: conducted by the Central Adminigtration of
Satidics The survey amed a condructing a database of exising conditions of buildings and
housing units (Vacancy, spaces, year of establishment, and other). Also, the survey addressed the
edablidiments and collected data on ther economic adtivity, Sze (in teems of number of
employess), year of establishment, etc.

i I I :

The spedific developmenta prgjects aming a enhancing employment condiitions and cregting job
opportunities in Lebanon focusad on particular aress of concern. Ard, seminars and conferences
were conducted with the assgance of internationd organizations to  review labor market
conditions and to determine the main palides for enhancing employment conditions. Furthermore,
severd training programmes were initiated to upgrade labor ills in various sectors. Among the
action plansimplemented in this regard is the planning and condruction new technicd schodlsin
various Lebanese regions.

In addition, the government initiated severd developmentd projects aming a creding job
opportunities and enhancing “employability” of resdents mainly in under-served aress (South
Lebanon, Badbeck-Hermd, Akkar,..).

The projects promating employment in Lebanon were funded by various foreign organizations
induding: MES (France), GTZ (Gemary), JG (Jgpan), MAE (France), SFD (Saudi Arebia),
OAD, ad KPW (Gamany). The mgor executors were the Coundl for Development and
Recondgruction (CDR), the Internationd Labor Organization (ILO) and the Hariri Foundation.

3.2.3 Constraints

Depite the efforts made, severd condraints arise & the macro and micro economic levels
affecting employment condiitions in Lebanon. Some of these predicaments are sructurd, and some
areinduced by the overdl economic performance.

The peformance of the private sector- that condiitutes the engine of the economic activity in
Lebanort in the economic development process was rather limited during the pedt period. This
sector hes dill not sufficiently benefited from the rehabilitation and recondruction of basic
infragructure and sarvices launched by the Government in the pos-war era The invesment
process, in this context, was rdaively dow as aresult of the perdsing ambiguity concerning the
potentid economic role and identity of Lebanon in the region. The government atempted in 1993
to credte a suitable environment for invesment, through tax cuts, which did not fully succesd in
atracting the expected leves of invesments manly in productive sector. In the mid-nineties a
boom was recorded in the congruction sector that did not last for a long time due to severd
factors rdaed manly to the maket behavior coupled with unfavorable macro-economic
conditions

Ancther important factor thet should be highlighted is thet the recondruction spending has not
fully been integrated into economic activity, snce the mgor part of this gpending has flown

24

Conaultation and Ressarch I nditute, June 1999



outsde the country (wages for foreigners, importation of machinery and equipment, profit for
foreign condruction companies, €c.).

Also, given the dow economic growth, coupled with the dowdown in inflation rates, the trade-off
between unemployment and inflation suggests thet higher unemployment rates might have occurred
in the country during the lagt three years The improvement of macro-economic framework is of
highes priority in this regard. This would indude minimizing the fiscdl imbaances, and thar
resulting crowding-out effect”, seiting up the suitable environment for private invesment, and
integrating the recondruction effort within an economic development plan targeting the main
sctors of productions, and encouraging decentraization of the economy, i.e, dleviaing regiond
imbaance in terms of supply and demand for labor.

The various economic sectors in Lebanon, manly the indudrid sectors are suffering from
dructura problems. The mogt subgantid of these problems include the retresting competitiveness
of this sector due to the increesing codts of production (capitd, dectricity, and land). Other factors
negaively dfect the paformance of the sector, induding operating bdow optimd cgpeaity,
improper qudity of production, difficulties in operating with proper and adequatdy priced raw
maerias and the lack of viable sources of financing. The implications of these problems on the
labor force is trandated in  the incgpablity of the sector to properly upgrade the skills of the
workersto improve their productivity and, consequently, their income.

Onthejob traning and capadity building of the labor force in Lebanon is dill far lagging
behind actud needs, a fact thet cdls for adaptation to technologicd and economic changes
prevaling a the regiond and intemationd levd. In 1996, avaladle data showed that the
portion of the labor force that was subject to insarvice training did not exceed 17 percent of
the total labor force The dominance of smdl-scale esablishments that neither have the
moativation, nor the finencid capebilities to invedt in training, iswide The establishments thet
ae mod likdly to carry out this invesment are the large-scaled ones, and these do not exceed
1-2 percent of the totd number of Lebanese establishments

Also, technicd and generd education curricula do not adequiatdly respond to the demand of the
labor market due to the lack of palides organizing the reaionship between educaiond
inditutions and employers

In addition to the inherent problems, the Lebanese labor force is fading high competition from
chegper foreign labor. No officid datidics were rdeased on the Sze of foreign labor in the
country, but according to unoffida sources this figure varies between 400 and 500 thousand, the
mgority of whom are Syrians. Although this competition is emphasized for acertain levd of ills
(unskilled and semi -<killed labor categories), it has a Sgnificant effect on the economy, inducing
high unemployment rates among spedific labor groups, increesing pressure on low-wage eaner's
and causng money to flow out outsde the country. Hence, the polidies and measures should
indude imposing regulaions on the flow of foreign labor force into the country, through imposing
higher cogts on employers hiring foreign labor, through additiond taxes on work licenses and
obligaiory socid insurance.

The crudd problem of wages should be carefully addressed, Snce the minimum wage and to
some extent, the average wage do not match the minimum cost of living, and are dill far bdow the
poverty line of the housshald. A new wage palicy should beimplemented linking wage adjusment
to productivity and to the improvement in humean skills

Spedific atention should be paid to the femde labor force, not only to improve their participation
in the labor force, but aso to enhance thair working conditions and narrow the exising gaps
compaed to mde manly in tems of wages sodo{professond occupaions and socid
dlowances
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3.3  Social integration
The sodd groups concerned with the sodd integration can be defined to comprise the fallowing:

a  The digplaced population
a  The occupied southern territories and detainessin Isradli prisons and freed detainees
a Womenand youth

3.3.1 Displaced Population

The diglacement phenomenon in Lebanon is dated back to 1948, when the fird waves of
populaion garted leaving the peripherd  areas in South Lebanon due to Isradi occupation. These
displacements continued ether to other regions of Lebanon or to ather countries. The movement of
populaion changed the demographic equilibrium, as some region were completdy evacuated,
afecting in the same time the economic sectors, especidly agriculture. The digplaced where one
of the mgor subjects discussed during the taiff agreement thet would bring peece to the country in
1991. In the heart of the paliticd integration of the country, a governmentd intervention for the
return of the displaced population isimperative.

The governmenta solutions of the problem, took the form of credting a time limited minigtry for
the displaced that would supervise, and direct the return of the digplaced, according to “the
generd plan for the return of the displaced”, that sets the priorities and the time schedule for the
process. The minigry dso acts as the link between the government, the displaced, and other
organisms concerned with the return process.

A digdlaced in definition is, “families or individuals that where forced to leave ther origind place
of living, and move to other regions within the country, due to military conflicts, or due to the
rarity of normd living conditions’.

A spedid fund has been creeted to cover the cogts of recondruction, and to provide loansfor the
same purpose. This fund was financed by different sources the government budget, spedid taxes,
loans and grants The participation of local communities was necessary in order to accelerate the
integretion of the returnees, hence many loca committees where established. In 1994, a joint
programme between the United Nations Devdopment Programme, the UNESCO programime, and
the Coundl for Development and Recondruction in Lebanon, and the Minidry of Displaced weas
initiated dlocating a totd of US$ 1.7 million for the return process. The programme focused its
activities on the economic and sodd neads of the returnees, as wal as finandng research and
sudiesto be used for palicy planning.

Ancther notable contribution to the return process is that of the European —union amounting to
US$ 1.2 millionin 1994, and ECU 4.95 million in 1996 were channded to the improvemernt of the
agriculturd sector in the regions of earlier digplacement.

During the period 1993- Jenuary 1999, around 1.2 hillion Lebanese Pounds were spent on the
issue of displacement® (more than US$ 750 million). The digtribution of gpending among the
different tasks reveds that the bulk of spending was channdled through evacuation and didodging,
a task which absorbed more then 61 percent of the resources dlocated for the return of
displacement during this period.

5 qatigtical report published by the Autonomous Fund for Displaced , 1999
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Allocation of spending on return of dipsplaced by tasks (Billion LL)

Conolidation
& Victims
Infrastructure 1% Social Assistance
9%
0 Damage removal 0%

Construction 1%
10%

Rehabilitation
17%

Evacuation
62%

Meawhile, spending on sodd assgance, consolidation and compensdion for vicims was
edimaed a merdy 0.6% of the dlocated resources. This spending covers around 108507
benefidaries didributed among the different Lebanese regions, noting thet the number of potentia
benefidaries was esimated in 1996 a around 70,726 families (equivaent to more than 330,000
individualsy®. Consaguently, only one-third of the displaced have been addressed during the past
5 years. Currently, the Minigry of Displaced is preparing a plan to carry through the return
process, adopting new criteria for beneficiary dection. The plan is estimated to last for 36 months
(edimated to end in 2001) with atotd cogt of LL 2.456 hillion.

The return of the digplaced population was faced with severd condraints, the mogt prominent of
which is the fiscd Stuation fading the Lebanese government, the fact which necessitates a sharp
cut in govenment spending (exduding wages and debt sarvidng) in 1999.  The shortage in
financid resources would largdly afect the possihility of acoderating the return of dislaced in
the short run. In addition to the finandid condraint, return of displaced is condrained by severd
political and socid fectors. For indance, more focus should be placed on the reconaliation and
integration of previoudy segregated groups to ascartain sudtainability of nationa solidarity. Also,
the long duration of digplacement, mogt of which ooccurred in the pre-1985 period) imposed new
lifestyle, traditions, habits, livelihood on the digolaced. Hence, the return would not be an essy and
permanent fact for alarge portion of the digolaced, which have adgpted to their life in thar current
places of digplacement. As a consaquence, any plan should nat only be confined to congruction
and rehabilitation of houses, rather it should creste the sodo-economic framework (besic sarvices,
job-opportunity creetion,..) thet will ensure the permanency and sudtanahility of return.

3.3.2 The population of the occupied zone and the Lebanese detainees in the

Israeli prisons:

The southern territories occupied by Israd congsts of around 192 villages and farms (indluding the
caza of Jezzine freed recently), with atotal population of around 77 thousand. The occupied area
has been known, even in the prewar period to be one of the most deprived and disadvantaged
aress in Lebanon, manly in redion to the unavalability of adequate infrasructure and basic
savices, heavy rdiance on agriculture as a main source of livelihood, and remoteness from the
center. During the war period, the Stuation got even worse, with new problems being impasad by
the conditions of occupetion, inter dia, digolacement, handicgpped, prisoners in Igadi jals, in
addition to the reliance of resdents on the Isradi presence as a mgor source of income (South
Lebanon Army, smuggling, work ingde Israd,..). The areafaces many chdlenges that might hinder
its development in the pogt-corflict era, mainly the integration of ex-combatant, mine dearance and
job credtion.

% The return of the Displaced in Lebanon, Ministry of the Displaced, 1996
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As an atempt to daify the progpective role of the South teking into condderation the perssing
of the occupation condition or the Iradli retreat, the L ebanese government- through the High Relief
Committee-  in collaboration with the United Nations Devdopment Programme- prepared a
regiond deveopment plan for South Lebanon. This plan atempted & identifying the underlying
potentids of the area, mainly regarding human, physcd and finencid resources. The plan comes
out with the necessary action plans to be implemented in the different dages of rdief and
sustainable development. The plan is edimated to cost a totd of $ 1.02 hillion, distributed on
three phases : phase onethat will take place prior to the retreet of Isradli amy with atota cost of
around $ 308 million. A second phase, during the retreat, that may take severd months, with acost
of $ 16 million; and phase 3 which will be implemented &fter the retreat, which is expected to last
for aperiod of 5 years, withatotd cost of around 700 million.

The plan is supposad to prepare the trangtion of South Lebanon, from amargindized areato an
economicaly developed one, thus integrating its popul ation in the economic maingream by
providing the necessary living conditions (infrastructure and basic services), and increesing the
opportunities of work in the area

The laest datigics on detainessin Isradi prisons reved that around 174 Lebanese are detained in
lgadi prisons of which 133 are in the concentration camp of Khiam. Ther detention is not
judtified with an accusation, as 74.3% of the detainees were captured without being convicted.
The period of detention varies from 1-15 years, whether convicted or not. The conditions of
detention violate mogt of the Geneva convertion prindples. Testimonies and examinaion of
rleased prisoners show thet they were subject to, both, physical and psychologicd torture, of
which mogt of them will carry the effects for the rest of their lives 90 percent of the detainees said
thet they were subject to dectricd shodks in the camp, 93.33 percent were beaten with dl kinds of
ingruments, whereas 96.67 percent were put in the sngle room (the hale).

The govenmet, through the coundl of the south offers a monthly pendon of LBP 400,000
(around 260%) per detainee during the period of detention and for 1 yeer after heis rdeased. A
pension of LBP 5,000,000 (around 3,300%) is provided upon rdease

The follow-up committee for the detainees works on rasing public avarness on this issue, by
organizing expasitions and publishing books thét reflect the experiences of the detained. The work
of the Red Cross is of great vaue for the detainess ingde the prisons, through providing medical
support, organizing vidts, and cheaperoning the reease negatiation.

3.3.3Women & Youth

The gudy on the mapping of living conditions reveals that women are more vulnerable
to poverty than men. This sudy shows that around 54% of women have a very low
dandard of living againg 46% of men. Also, femaleheaded households conditute
around 14% of tatal househalds, nating that around 44% of these households have very
low standard of living”. lllitracy rates are higher for women (16%) than those form
men (7%), with further digparitiesrecorded in deprived aress.

The paticipation of women in public life recorded a dight improvement, manly as to the
particpation in the labor force and syndicates, however women participation in paliticd lifeis
dill far below expectations.

Table 9. Women Partidpation in public life
Women participation in public sector 1998 1994

Parliamentarian seats 3 out of 128 3 out of

7 Mapping of Living conditionsin Lebanon, Ministry of Socid Affars and UNDP, 1998
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128
Ministerial seats(%) 0 0
Director General seats (%) 2 out of 90 1 out of 90
Seats in Municipal councils
Ambassadors (%) 2
Women in professional syndicates (%) (Lawyers) 24
Women in professional syndicates (%) (Doctors) 15
Women in professional syndicates (%) (Pharmacist) 51
Women in professional syndicates (%) (Engineers) 6.8
Women in professional syndicates (%) (Dentists) 14.2

Source: Common Country Assessment, 1998

The rde of women in the economic life neads to be further srengthened. Depite the high
educaiond atainments of women, their contribution to the labor market is il bdow expectations
(only 21% of the labor force, among which a notable proportion is non Lebaness). Also, the
persging wage differences between mae and femde (28% higher for mae) might be consdered
as disncentive for women to integrate adequatdy in the labor market. The same gppliesto the fact
thet women are being deprived from ataining higher sodio-professona occupations, as compared
to men.

Dexpite the improvement recorded in the conditions of children and youth, manly as to the
improvement in the enroliment rates and the obvious retregt in under-age work, some condraints
are 4dill faong the young generaions. For indance, unemployment rates are vary high for this
category, esimated a 28.6 percent for the age group 15-20 years and 17.8% for the age group
20-24 years, noting that the naiond unemployment rae is etimated & 86%°. Also, a
congderable proportion of youth is deprived from their right in participating in politicd life, snce
the current dection law date that voting is redricted only for the ssgments of population aged 21
years old and above Currently, attempts are being made by dvil sodety to update this law to
reduce the age floor for voting to 18 years

3 The Adtive Populaion in 1997, Centrd Administration of Statistics, 1998

Conaultation and Ressarch I nditute, June 1999



