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EDITORIAL

#232

| ;
Here we go ... again

We have a new government and even the most sceptical among us is relieved. Of
the 30 ministers, a handful are promising, young, dedicated men and women who have
honorable records. It is our hope that these new faces will be able to maintain their untar-
nished reputations and demonstrate their ability to deliver what is needed in their respec-
tive ministries. This will be a challenge, given that in previous governments, new fresh
faces have been sucked in and spat out by veteran members, leaving them confused,
frustrated, or worse, contaminated by the establishment bug.

What really worries us is the ability of this government to manage the socioeconomic
and fiscal challenges that Lebanon is facing. These challenges require a state of mind
that will first comprehend the severity of the situation and then be able to address it with
the utmost maturity, and selflessness, which unfortunately, is not in our DNA. So let us
hope that our political princes realize that their own personal interests are at stake too,
and maybe if motivated to save themselves they will bring the rest of us along with them.

We have not read the brief given to McKinsey, and so are unable to judge its content
and whether McKinsey has delivered on what it was asked for. As such, it is easy to blame
McKinsey on their economic vision that is not, as they were keen to state upfront, an eco-
nomic plan. And as an economic vision, the McKinsey slide show fails to ask what kind
of country we want Lebanon to be. This comes as no surprise, reaffirming as it does our
government’s hazy conception of sovereignty. National economic plans are rooted in sov-
ereignty: We would have expected the economic plan’s core to be built around concepts
like food sufficiency, energy independence, social development, and inclusiveness—as
is, this plan fails to fit into any social contract.

If, and only if, the government reaches out to civil society, recognizes its role, and
utilizes its resources will we know that our leaders fully understand the scale of the prob-
lem. It is time for inclusiveness. For the past few months, Executive has sat with capable,
ambitious, educated, and talented individuals to discuss our economic roadmap. These
people are imbedded in their communities and know what they need. Their voices deserve
to be heard and empowered. Lebanon’s problems are not new, and solving them requires
all stakeholders to come together in the national interest. For too long our establishment
has been part of the problem not the solution, and if they are not capable of putting the
national interest above their own then it is past time for them to stand aside.

S L e K Yalu"
- T ———

Yasser Akkaoui
Editor-in-chief




February 2019

CONTENTS

#232

LAST MONTH

January’s essential headlines

10

LEADER

An uninspiring economic
vision

A top-level view that forgets
to ask what kind of country
we want to be

18

20

24

28

30

32

ECONOMICS & POLICY

Take initiatives

to fix the state

A list of the reforms needed
to enhance state output
Making sense of Lebanon’s
parliamentary productivity
Different political periods
have impacted legislative
output

An accumulation

of economic woes

Q&A with Raed Khoury

Out in the cold

Arab summit shows a Leba-
non at the mercy of disinter-
ested regional powers
Advocating true wisdom

A call for rational uncertainty
Currency conundrum

The Lebanese lira and the
Dutch disease

MCKINSEY
ANALYSIS

12 | A play in need of actors

34

38

The Eastern Mediterranean
Gas Forum

A Lebanese perspective
Seeking climate consensus
The Paris Agreement
machine, and its moving
parts, are now a Serious
business

40

50

HOSPITALITY
& TOURISM

(Not) drowning their sorrows
Spirit distributors discuss an
overall challenging 2018

The juniper way

Meet four local gin producers
Gemmayze 2.0

New faces are cooking up a
revival

56
60

BUSINESS ESSENTIALS

Company bulletin
Conferences & exhibitions

64

LAST WORD
Misplaced trust

Freedom of speech under
threat in Lebanon

executive- zine.com




In collaboration with the
Lebanese Army and Lebanon
Mine Action Center

@ @ blombank.com

READY TO CLEAR

THE DANGER
AND GIVE OUR CHILDREN

A SAFER FUTURE

We can all contribute to turn
the page and clear the Lebanese
territory of landmines by using
the BLOM Giving Card.

BLOM

E BANK..

PEACE OF MIND




February 2019

Executiv]

Responsible director
Managing director & editor-in-chief

Editor-at-large

Hospitality & tourism editor
Economics & policy editor
Deputy editor

Executive Life editor
Photojournalist

Illustration

Visualization & Infographics
Art direction

Contributors

Operations manager

Web development manager
Marketing representative
Print & online advertising
Public relations manager
Subscriptions manager
Subscriptions

Distribution manager
Accountant

Antoine Chidiac
Yasser Akkaoui

Thomas Schellen

Nabila Rahhal

Jeremy Arbid

Sarah Shaar

Olga Habre

Greg Demarque

(Additional photos from Getty, AFP, Reuters)
Ivan Debs

Ahmad Barclay

Tanya Salem

Talal Salman, Mona Sukkarieh, Mary Awad Menassa, Aya
Majzoub

Lucy Moussa

Magali Hardan
Karine Ayoub Mattar
Michele Hobeika
Maguy Ghorayeb
Roula Emanuel
Gladys Najjar

Katia Massoud

Fadi Bechara

Published by NewsMedia sal
Sehnaoui Centfer, 7th floor, Ashrafieh, Beirut
Tel/fax: 01/611-696
editorial@executive.com.lb

Contact us — We need your input.
Please contact us with any suggestions or comments at:
www.executive-magazine.com or
editorial@executive.com.lb

For subscriptions — subscribers@executive.com.lb

© 2018 All rights reserved. Copying for purposes other than personal or internal reference use without express written permission from NewsMedia sal is prohibited.

executive- zine.com




GRAB THE BULL
BY THE HORNS

dv38 3H1 3Mod

FFA Direct Pro +

THE WORLD’S MOST ADVANCED
ONLINE TRADING PLATFORM

e Trade stocks, Forex, futures, CFDs, bonds, funds...
e Access to more than 25 markets worldwide

e Low commission and debit interest rates

e 24/7 customer support desk

e Market news, research, insights and articles

B FFA

Beirut | Dubai | ffaprivatebank.com

RIZKGROUP



February 2019

LAST MONTH

Z0O0OM IN

January 13, 2019,
Lebanon, Bar Elias:

A Syrian refugee boy
stands in water in front
of flooded tents after
heavy showers at the Bar
Elias refugee camp.

Protesters decry political
and economic crises

People took to the streets across Lebanon from
mid-December through January to protest the
country’s worsening political and economic
situation. The latest demonstration, which took
place in Beirut on January 20, drew a crowd es-
timated at several thousand, which marched to
the finance ministry to protest supposed plans
to increase value-added tax and cut fuel sub-
sidies. Previous protests in mid-January took
aim at government corruption. Civil society
groups, along with the Communist Party and
others, joined together to organize the protests,
which were held at various locations across the
country, such as banks and the Zouk Mosbeh
power plant.

Five dead in winter storms

Two January storms battered Lebanon, resulting
in five deaths and disproportionately affecting
vulnerable refugee communities. Storm Norma
ravaged the country from January 6-10, flood-
ing populated areas countrywide and killing an
eight year-old Syrian girl in Minyeh. One meter
of snow closed the Beirut-Damascus Interna-
tional Highway, and the UNHCR announced
that 11,000 Syrian refugees living in informal

settlements had been adversely affected. Start-
ing on January 15, a second storm, Miriam,
raged for several days, during which at least four
people were killed and another 10 injured. The
damage to properties and infrastructure was ex-
tensive, as winds reached speeds of 100 km/hour
and landslides closed roads.

McKinsey report and Moody’s
downgrade highlight
economic morass

The economy ministry on January 2 released
a 1,200 page plus report by McKinsey, com-
missioned by the government in 2017 for $1.3
million, to analyze and outline plans to ame-
liorate Lebanon’s ailing economy. The report
stated that Lebanon was trapped in a “vicious
economic cycle,” and highlighted five key sec-
tors for the country to focus on to achieve
economic growth. The report has come under
criticism for having unrealistic outcomes and
poor diagnostics (see our McKinsey coverage,
pages 10 and 12). Lebanon’s economic woes
were under sharp focus in January after local
daily Al-Akhbar published comments by then-
caretaker finance minister, Ali Hassan Khalil,
on January 10, in which he suggested Lebanon
may restructure its debt. As a result of the
comments, which Khalil later denied, Leba-
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LAST MONTH

QUOTE OF THE MONTH

“It's different from Washington and London, we should

maybe teach them how to run a country without a budget.”

Then-caretaker foreign minister, Gebran Bassil, answering a question on cabinet

formation in an interview with CNN, January 22, 2019.

nese eurobonds dropped to record low val-
ues. Confidence was only restored following
statements made after a meeting between the
minister, Saad Hariri, Michel Aoun, and Riad
Salameh on January 13 that debt restructur-
ing was not on the table. However, in a further
blow to the economy, Moody’s investor service
announced on January 21 that Lebanon’s long-
term investment rating had been downgraded
due to the heightened risk of debt reschedul-
ing by the government.

Syrian shoe-shine boy’s
death ignites outrage

The death of a teenage Syrian boy who shined
shoes in Beirut to help support his family re-
verberated on social media following his dis-
appearance on January 15 and the discovery of
his body, at the bottom of a six-story ventila-
tion shaft, three days later. Ahmad al-Zoubi,
14, is thought to have died following a police
chase that was captured on CCTV cameras in
the upmarket neighborhood of Verdun. The
death sparked social media outrage over the
plight of Syrian refugees in Lebanon. The mu-
nicipal police have countered accusations of
mistreatment, noting that officers were inves-
tigating a theft in the area and were trained to
carry out arrests “with respect”

Key absences make
for toothless Arab summit

Internal Lebanese issues and international political
divisions resulted in a disappointing turnout at the

Arab Economic and Social Development Summit
held in Beirut on January 19 to 20, during which
Lebanese officials called for the return of Syrian
refugees. Of the 22 Arab League member states,
20 attended the summit, however, most were rep-
resented by prime ministers, foreign ministers, or
finance ministers; only three of the eight expected
heads of states showed up. A key sticking point de-
terring Arab leaders was disagreement over wheth-
er Syria should rejoin the league in reveral of its
suspension in 2011. An additional layer of animos-
ity emerged following protests in Lebanon against
the involvement of Libya, where Shiite cleric Imam
Musa al-Sadr disappeared in 1978, resulting in the
Libyan delegation boycotting the summit. Follow-
ing the summit, Qatar, on January 21 announced
its intention to buy $500 million in Lebanese gov-
ernment bonds.

A new cabinet is formed

After 252 days without a government, Lebanon’s
new cabinet was announced on January 31. The
thirty-member cabinet was formed following a
flurry of speculation and the annoucement that
Lebanese Forces leader, Samir Geagea, had agreed
to trade the Culture portfolio for Minister of State
for Administrative Development. The new cabi-
net is being hailed as a government of national
unity, with no one party achieving a definitive
blocking third. There were also four female min-
isters announced: Violette Safadi as minister of
state for the empowerment of women and youth,
May Chidiac as minister of state for administra-
tive development, Nada Boustany as energy min-
ister, and Raya el-Hassan as interior minister, the
first Lebanese woman to hold that position. @
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LEADERS

. MICKINSEY REPORT
An uninspiring
economic vision

A top-level view that forgets to ask
what kind of country we want to be

In January, Lebanon published
slides outlining McKinsey’s economic
vision—the outcome of a report com-
missioned by the Ministry of Economy
and Trade in late 2017 following gov-
ernment discussions. The 1,274-slide
document (for analysis, turn to page
12) was developed over the first half of
2018, and outlines an economic vision
produced by the consulting firm and
owned by the government.

If we consider the country to be a
company, we can say that this econom-
ic plan has buy-in from three top-level
board members—but we do not have
clarity on the views of intermediate or
upper management, and for that a new
cabinet must be formed. There is thus
no buy-in at the level of administra-
tion or state management. This report
would make sense were McKinsey
talking to the tiny senior executive
management layer of a family-owned
corporation, or at best a family-owned
rentier state cut from the same cloth as
that of certain undemocratic states in
the Middle East.

But that is not Lebanon. Despite all
the weaknesses of our democracy, such
as the disregard for the people’s sover-
eignty by political bosses or the cor-
ruption of unchecked political elites,
Lebanon is a democratic state—albeit
a democratic state where the public
sector does not operate on functional
democratic processes. Instead, elected
lawmakers negotiate workable solu-
tions for social and economic disagree-
ments between their electorates.

Lebanese democracy enters this
period—crucial for not only its growth
and future prosperity, but for its very
survival—as a state battered by external
pressures exerted by foreign powers,

with internal dysfunctions reflecting
the collusion of politicos who appear
to regard society in the same way as a
band of horse thieves might regard a
herd of mustangs. Even in the best sce-
nario, Lebanese democracy is operated
by consociational procedures whereby
communities haggle with each other
rather than work in the interest of a
greater national benefit.

The McKinsey report on an “Eco-
nomic Vision” for Lebanon appears
to be willfully oblivious to this reality.
Even as a top-down document, its sub-
structure of “Vision 2025” and “Vision
2035” comes across as a consulting
product aimed at owners of a fictitious
state, replete with targets for imponder-
ables (such as GDP, GDP volatility, and
unemployment rates in 2025 and 2035)
that strike knowledgeable readers as
blatant figments of the imagination.

McKinsey has not tied its vision to
any economic model, and has based it
on feeble analytical foundations. Some
news outlets have published comments
labeling McKinsey’s report a “damning
diagnosis”—but it was not a damn-
ing diagnosis of our economic state of
affairs, it was just a reiteration and ac-
cumulation of known numbers. Faced
with the report, people who had been
free to ignore realities or who were fo-
cusing on just part of these diagnostics,
can now see the situation as a whole,
and do not like the way it looks.

On the other hand, there seems to
be only a single opportunity that could
come out of this report, and that is the
ability to use it as a reference point for
further debates over what is necessary
and what is needed. We can always
say that the Lebanese government, by
virtue of their unpreparedness for pro-
ducing a strategic vision for the nation,
outsourced the work to McKinsey;
although the consultants produced a
long list that may be useless, the fact
this work was outsourced demonstrates
that one was needed. There is an op-
portunity for more constructive discus-

sion, and McKinsey’s economic vision,
then-caretaker Minister of Economy
and Trade Raed Khoury told Extcu-
TIVE in a mid-January interview, is the
product of the state’s inactivity or non-
decision making over the last 30 years
(see Q&A with the economy minister,
page 24).

There are four crucial design flaws
in McKinsey’s economic vision, each
with implications for its implementa-
tion. The first is that the plan is not
based on verifiable data, and admits
that it is not an economic plan. This eco-
nomic vision, where it refers to data—
whether existing or target data—does
not have any kind of fact-checkable ve-
racity, because the fundamental issue in
Lebanon is that lack of data means we
never know what we are actually talking
about. A second design flaw is that there
is no understanding of Lebanon’s fun-
damental economic and social models,
an analysis of which is actually what we
want and need. A third design flaw is in
the methodology and internal coher-
ence of the plan, which offers no meas-
ure of confidence that implementation
of Recommendation A can be done
without any other measure, or that Rec-
ommendation C must be implemented
after Recommendation B. There is no
specification of which measures can be
accomplished when and no qualifica-
tion of what such a specification would
be based upon. The final design flaw of
the McKinsey economic vision is that
the consulting firm has no skin in the
game (no accountability), if Lebanon
attempts to implement the proposed
prescription in the nation’s economy.

EXECUTIVE reckons that there is
much, much more that has to be on
the state’s and the publics agenda for
2019. More understanding of our pos-
sible economic futures, more inclusion
in our national economic vision, more
joint decisions across communities and
compromise between divergent inter-
ests, and, crucially, more intelligent—
well informed—action. &
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McKinsey

By Thomas Schellen and Jeremy Arbid

A PLAY
NEED OF
ACTORS

Welcome back, my friends, to the show that
never ends. We're so glad you could attend;
come inside, come inside!
(Karn Evil 9, Emerson, Lake and Palmer)

Economic vision emphasizes microscopic details over fundamentals

Lebanon has no difficulty evoking the idea of
a circus, or, as we said in the previous issue of
this magazine, a political carnival. Our absurdist
theater troupe had seemingly perfected its perfor-
mance of the tragicomedy with the title “Govern-
ment without Head”

But in January, there were two new and hopeful
twists added to the script. At the end of month, the
drama found a resolution with a new cabinet, while
earlier in the month the Ministry of Economy and
Trade (MoET) surprisingly released the “Lebanon
Economic Vision (full report).” It became an instant
holy duty for stakeholders in the Lebanese economy
to analyze this concise plan, or at least pour over its
severely abridged executive summary, containing a
mere 150 presentation pages in PowerPoint format.

In contrast to the political script of “Government
without Head,” whose anonymous authorship had
resulted in much local speculation (was it written by
the Americans, Russians, Iranians, Syrians, Saudis,
Mary Shelley, or Dr Totenkopf?), the authorship of
the Lebanon Economic Vision (LEV) (including the
plans not inconsiderable number of typographic er-
rors and internal incongruences) resides entirely with
a team from international consulting firm McKinsey.

THE DEVIL IS EVERYWHERE

Much more pertinent for any analysis of the
LEV than small deficiencies such as typos is ar-
guably the inclusive reach—the buy-in from all
stakeholders across all strata of society—as well as
the mandate and the meat, or content, of the eco-
nomic vision. In regard to the mandate behind the
LEV, McKinsey says that a decree by the Council
of Ministers from October 2017 deemed that the
“vision would aim to grow GDP and create jobs
through selection of productive sectors that could
become competitive” Moreover, the same text
pointedly mentions that the vision would aim “to
understand the government’s role in that regard,”
presumably referring to the state’s role in GDP
growth and job creation.

On the issue of inclusive reach, McKinsey de-
clares that some 200 stakeholders across multiple
economic sectors were interviewed. It specifies at
the start of the document that “pre-work inter-
views” were conducted in the first quarter of 2018
with: 15 ministers; 30 director generals and regula-
tors; five members of Parliament; members of the
country’s Economic and Social Council (Ecosoc);
10 local and international civil society stakehold-
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ers; over 20 international experts; 30 professional
organizations, i.e., associations, syndicates, and
orders; and 75 “Lebanese private sector leaders”
Further down in the presentation, the authors say
they “interviewed 200+ stakeholders over a pe-
riod of 8 months,” and list, on four pages with a
total of about 140 entries, the meetings that were
conducted with these stakeholders, identifying the
researchers’ most important interlocutors by name
and organization, and mentioning the remainder
with more general descriptions of their affiliations
and roles (e.g. “Dr. Joseph Torbey & team from the
Association of Banks in Lebanon”).

This commitment to provide a list of meetings
is helpful in allowing discerning readers to gain an
initial understanding of the stakeholder interac-
tions involved in the LEV’s production. But blind
spots are not universally removed. Namely, the
length and intensity of an interview with a Leba-
nese political or economic figure—as EXECUTIVE
knows very well—can vary greatly, but there is no
indication of the depth or quality of the insights
gained in those interviews for the LEV. Moreo-
ver, McKinsey makes no attempt to explain the
methodology used in selecting its interviewees or
explain why there are only three or four entries re-
cording meetings with interviewees from each the
real estate and health sectors whereas there are over
16 entries for each of the industry, agriculture, and
public sectors.

In sum, there is no methodological attempt to
indicate the width or depth or diversity of views,
nor the intensity of the interaction. Instead, the
stakeholders identified indicate a significant
alignment of the interviewees with the original
core owners that commissioned the report. This
in turn strongly hints at likely similar biases and
the possibility of mentally closed feedback loops,
which could have resulted in incestuous inbreed-
ing of the perspectives that were entered into the
LEV’s underlying information base, from which
the report was composed.

McKinsey does not address, in the released re-
port, how it approached the problem of unwanted
opinion loops and myopic perspectives—given the
narrow layer of mutually interconnected stake-
holders in the Lebanese economy and its very lim-
ited pool of outspoken and transparent personali-
ties. It deserves to be noted that the LEV generally
offers very little detail about the methodologies
applied in its research processes, data acquisitions
and evaluations, rationales for assumptions, mar-
gins of error, and such.

M There is no
methodological
attempt to indicate
the width or depth
or diversity of views,
nor the intensity of
the interaction.

TURNING TO THE BEEF

When examining the content of the LEV; a clearly
positive aspect of the plan is that McKinsey has incor-
porated into the vision a structuring and prioritization
of the Capital Investment Plan (CIP) portfolio of ap-
proximately 270 projects. When the CIP portfolio was
presented by the government nearly one year ago, it
seemed disorganized. Less discreetly said, the CIP in
its February 2018 iteration was a total mess of holdo-
ver ideas (many going back to unfulfilled project ideas
from the political heritage of the Rafik Hariri era) and
unstructured needs, which were put together as pro-
ject lists without even a level of cookbook coherence.

Now the CIP evaluation by the McKinsey team
says that 11 percent of CIP projects, worth $3.4 billion,
are mission critical, another 15 percent are high im-
portance, and 25 percent are marginal. It is well noted
that the LEV attempts to structure the CIP portfolio
into a more coherent workflow, in terms of order of
priority. On the other hand, the projects McKinsey
identifies as top CIP priorities are exactly the same pri-
orities that the government had already flagged.

Also worthy of examination are two projects that
McKinsey added to the proposed portfolio of Leba-
nese infrastructure-esque investment projects. Called
“flagship projects” in the LEV
nomenclature, the two project
ideas that were not CIP projects
but mentioned in the plan’s CIP-
related pages were a Smart Leba-
non Knowledge Hub, including a
proposed “Smart Village Beirut;’
and an industrial infrastructure
proposal for establishing a spe-
cialized “construction technol-
ogy zone on the border with
Syria” These particular LEV flag-
ship projects are elaborated on across almost 100 of
the LEV’s 1274 “pages” (PowerPoint slides), at the very
end of the document.

Unmistakably aimed at capitalizing on Syria’s
reconstruction in the country’s projected peace-
able future, the construction technology zone idea
emits a “pie in the sky” quality, in our perspec-
tive. This is not only because of the unpredictable
timeline for this zone, due to the fact that Syria re-
mains in conflict—one already projected plan im-
agined the onboarding of a developer by February
1, 2019, beginning of the zone’s construction by
June 1 this year, and its operability by March 1,
2020—but also because a specialized industrial
construction zone would require the Syrian state
to welcome Lebanese companies with low cus-
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toms barriers and low informal internal barriers,
among other political prerequisites.

There simply does not appear to be any indica-
tion whatsoever in January 2019 that this could be
achieved without a tradeoft of sovereignty;, i.e. if Leba-
non agreed to become a province of Syria, then maybe
Bashar al-Assad would allow this. Any other solution
that would allow Lebanese construction companies to
basically take over the reconstruction of a large por-
tion of Syrian housing needs is questionable.

In the LEV pages outlining the Beirut knowl-
edge village, as part of the proposed “Smart Lebanon
Knowledge Hub,” there is a curious map in which Mc-
kinsey imagines where such a village might go. This
map displays a large—today partly residential, partly
commercial, and largely high-price—area under a
headline that says: “The Beirut Knowledge Village
could be built as an aggregation of several Districts,
BDD being one of them”

Dreaming big is a virtue, but what are the chanc-
es—and what would be the costs—of transforming an
area that stretches from the southern and eastern BDD
borders to the Salim Salam highway in Bachoura, and
that in its northern portion includes most of Saifi Vil-
lage and extends up to the neighborhood of the cur-
rent ESCWA building? Credibility is important when
presenting a big dream, and it is hard to see the value
of this Beirut knowledge village when simply examin-
ing the area reveals that it is amongst the priciest real
estate in Lebanon, and that it lacks any research facility
or even small university.

The third flagship project earmarked in the LEV
relates to tourism. Splashed out over almost 50 pages
(1145 - 1182), this project aspires to create “a seam-
less end-to-end tourism journey” for the brave tour-
ists who visit the country. The concept of this whole-
some experience is as detailed as the word “seamless”
suggests. It entails proposals ranging from the idea of
developing a Lebanese tourism brand image (which
this writer has heard more than once before) to novel
ideas for significantly reducing the “queuing time at
immigration,” for a digitized entry card for foreign-
ers, for data capture, for environmental preservation
as part of tourism strategy, and much more.

However, this tourism-focused flagship project
needs to be seen in the context of McKinsey’s as-
sumptions about Lebanon’s tourism sector and its
envisioned trajectory from now until 2035. These as-
pects of the tourism plan in the LEV are elaborated on
earlier in the document, on pages 802 to 851, and are
anything but immune to fundamental questions.

McKinsey

B Credibility is
important when
presenting a big
dream, and it is
hard to see the
value of this Beirut
knowledge village.

TOURISTS, TOURISTS EVERYWHERE?

The McKinsey team—very optimistically—pro-
jects regular incremental annual increases in arrivals
of 10 percent, from 1.9 million in 2017 to 4 million
leisure visitors by 2025, as well as (presumably also an-
nual) increases of 11 percent overall, to a grand total
of 4.2 million tourists (leisure, business, and medical)
in that same period. Under the McKinsey vision this
number will increase to 6-7 million by 2035. This is
not exactly intuitive, given that global tourism growth
has been volatile but more on the side of acceleration,
making it curious that the projected growth for the
ten years of 2025 - 2035 is actually lower in absolute
numbers than the seven-year LEV tourism ambition
for the 2017 - 2025 period.

The implied drop in percentage increases—from
10 or 11 percent in the years up to 2025 to much
lower annual percentage rates between 2025 and
2035—is not explained in the LEV and seems to as-
sume that some sort of negative shock would have
to occur, be it at a global (oil price, environmental
crash?), regional (Israeli invasion, Islamist revolu-
tion, new American sanctions, universal Arab travel
ban?) or local (state bankruptcy, mystery epidemic,
mass emigration?) level.

On the 2025 timeline, the excess of the total pro-
jected tourist numbers over the number of leisure
visitors is explained through business travelers and
medical tourists. However, given that the McKinsey
plan acknowledges that the actual number of business
visitor arrivals in its 2017 base-
line for this ambitious tourism
growth projection is not known,
the reliability of projecting a goal
of 200,000 business and 20-30,000
medical visitors for 2025 seems
even more tenuous than the 10
percent annual growth projection
of leisure tourists.

The other two building blocks
are medical tourism—a hotly con-
tested realm with significant re-
gional competition—and conference tourism. In the
latter, known by the stupid acronym MICE (for meet-
ings, incentives, conferences, and events), Lebanon
once was a regional center of attraction. But that was
in the previous millennium and before the commerce-
in-the-desert hub Dubai started to roll out new five-
star conference hotels at a speed that relates to Beirut’s
hotel construction timeline like the number of lanes
on Sheikh Zayed Road to those on Hamra Street.
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Promotion of Lebanon for medical tourism was
something that this writer interviewed concerned
stakeholders on more than a decade ago, at a time
when the regional conditions were much more fa-
vorable and a competitive advantage of Lebanese
medical tourism destinations for European and West-
ern Asian countries seemed almost feasible. In this
regard, McKinsey’s vision seems misplaced.

Moreover, the projection of tourism arrivals
on a steadily increasing trajectory has been a long-
standing fantasy nurtured eagerly by Lebanese tour-
ism stakeholders in the public and private sector. It
just never happened, and the past two decades have
cemented the understanding that betting on annual
tourism growth is a very fickle gamble, even in promi-
nent destination countries in the Southern and East-
ern Mediterranean, such as Turkey, Egypt, or Tunisia,
which have all witnessed significant fluctuations.

To specify the volatility of tourism streams in
Arab countries in the Southern Mediterranean, it
suffices to note that Egypt reported fluctuating tour-
ist numbers ranging between more than 14.7 million
in 2010 to less than 6 million arrivals in 2016 (data
sourced from Singapore based data compiler CEIC).
Moreover, in the 12 years from 2006 to 2017, Egyp-
tian tourist arrivals showed only one two-year period
of consecutive increases, meaning that predictability
of annual tourism growth rates in this region looks
like an exercise in pure economic mythology, because
of the overwhelming impacts of risks that do not even
have to be as large as nation- or region-wide civil un-
rests, as seen in the hottest phase of the Arab Spring.

In Turkey, another country with multiple tourism
destinations, tourism inflows showed a volatile but
broadly rising trajectory over the past 25 years. While
the country recorded no more than 8 million annual
arrivals before 2000, the annual count almost tripled
to over 21 million by 2005 and rose continually from
about 19 million in 2006 to over 41 million in 2014,
before softening and again recovering in the period
from 2015 to 2017.

In the case of Turkey, the country moreover sports
a national tourism strategy that was devised initially
for the 2007-13 period and then extended to the fol-
lowing ten-year period. Under this strategy, with its
updated targets and validity until 2023, numerous “al-
ternative tourism” opportunities for the country are
mentioned, including expo, eco, and health tourism.

In this Turkish tourism development plan, which
entails focal tourism development zones, and tour-
ism axes and corridors, there is mention of invest-
ments and government incentives under a vision
to establish inbound tourism in Turkey as “world
brand” and achieve a position among the top five
countries (presumably globally) “receiving the

M The projection
of tourism arrivals
on a steadily
increasing trajectory many of the LEV concepts re-
has been a long-
standing fantasy
nutured eagerly by
Lebanese tourism
stakeholders.

highest number of tourist [sic] and highest number
of tourism revenues by 2023

When an extremely large—in comparison with
Lebanon’s—tourism market with a dominant posi-
tion in the Eastern Mediterranean names health,
eco, and MICE-related tourism projects as part
of its national development master plan, it seems
quite unwise and counterintuitive to design a Leba-
non tourism vision without looking at upside and
downside potentials in relation to the competition
in this global neighborhood. The LEV has a “case
study” page referring to Turkey as offering an ex-
ample of medical tourism development but makes
zero reference to Turkey as a likely competitor for
Lebanon’s medical or wellness tourism.

Taking the example of this
tourism vision as one of the
LEV five structural pillars, af-
ter a—admittedly not exhaustive
enough—perusal of the contents
leads this observer to think that

lated to tourism appear worthy
of much further study and adop-
tion, and makes one foot twitch
with the desire to kick the dispa-
rate bunch of public and private
stakeholders in the tourism sec-
tor into LEV-congruent action.

But another part of the ob-
servers grey matter is greatly puzzled and uncon-
vinced by the LEV’s tourism vision, due to the lacking
analysis of the competitive regional environment, the
failure to look at risks dispassionately and present bal-
anced, SWOT-type, assessments of the volatile inter-
nal and external factors, and the economic baseline
assumptions underlying the McKinsey elaborations
on future tourism potentials in Lebanon.

DREAMS WITHOUT WARRANTY

The LEV contains many ideas that cannot be
discussed in this analytical foray, after only a pre-
liminary peek—ideas related not only to tourism
but also to the other proposed focus sectors (agri-
culture, industry, financial services, the knowledge
economy, and the diaspora). The plan also entails
much that deserves to be studied by public stake-
holders, relating to governmental and administra-
tive responsibilities and coordination needs, even
as one has to ask if most of the political and admin-
istrative innovation and reform needs are not likely
to be more problematic than the vision document
lets on (see story on reforms on page 20).

One must consider the value or danger of add-
ing another layer on top of the existing bureaucra-
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cy to execute and implement the ideas put forth in
the McKinsey vision, for instance where the LEV
proposes the creation of the Performance Man-
agement and Delivery Unit (PMDU). It is such a
bold attempt at producing improved coordination
and efficiency by bureaucracy that it provokes
sincere wonderment at the consultants’ overcon-
fidence in this state’s ability to fast-track reform or
project implementation.

Such measures bring to mind a similar political
project more than 20 years ago. When the empow-
erment of the Council for Development and Recon-
struction (CDR) was set on the political agenda the
CDR was constantly clashing with other entities in
the ministerial bureaucracy and created a huge bot-
tleneck in terms of decision-making. The question
remains whether the PMDU would achieve much
more than just adding another layer of administra-
tive bottlenecks in the Lebanese system and if it
would, under the purview of the cabinet, perform
any better as a coordinator of a national economic
effort than the already overburdened bureaucratic
entities that exist today.

The consultancy claims that its model “provides
guidance on target-setting” and explains that it links
its (individually mystifying) sector targets to their
macroeconomic impacts through “simple linear re-
gressions.” Even if that means that the plan might
be appropriate for discussion in a profoundly disin-
terested 12th grade high-school setting or within a
similarly inclined political class, can we really allow
ourselves to be content with this?

After browsing the LEV a few times, the vision
document cannot yet resolve the questions over in-
puts and processes concerning data integrity and
quality, methodologies, and fundamental economic
assumptions that can only be qualified as either pro-
phetic chutzpah or deliberate whitewashing of what
lies in darkness (even the alchemists of economic
forecasting in multilateral financial institutions
would not dare to try and sell a serious GDP hope
with a horizon of seven or 17 years).

Moreover, the LEV gives ample room for de-
tailed irritation with ambient consulting noises.
Would Lebanese agricultural producers really
benefit from acting upon the proposal to seek in-
creased exports of bananas to Columbia, straw-
berries to Belarus, avocados to China, and lemons
to Azerbaijan? Does it help in the development of
our knowledge economy to be told in the LEV that
digital hubs have been set up in places from Bos-

McKinsey

M There indubitably are
many nuggets of inspiration
worth mining from the LEV
as Lebanon is muddles
through the next phase of
its economic evolution.

ton, Dublin, London, and Newcastle to Dubai and
Abu Dhabi? What can Lebanon’s cultural and crea-
tive industries benefit from being reminded of the
K-Pop phenomenon in South Korea and being told
of the East Asian country’s musical exports in 2017,
and what can farmers learn from a “case study”
of Vietnam’s “agricultural transformation during
1990s [sic],” including “land reform™?

There indubitably are many nuggets of inspira-
tion worth mining from the LEV as Lebanon mud-
dles through the next phase of its economic evolution.
When answering EXECUTIVE’s questions in an inter-
view last month (see page 24), then-caretaker Min-
ister of Economy Raed Khoury emphasized that the
LEV has central value
toward the generation
of governmental deci-
sion culture, a unified
mindset, and common
yardstick against which
future  governments
would be able check
their decisions. He fur-
ther confirmed that the
consultancy delivered
all that was expected by the Lebanese government
and that the entire output was the document that
has been accessible since last month on the MoET
website. “This is the best investment that has been
[undertaken] by [this] government. [The] return on
every penny is the highest in the government in many,
many years,” Khoury enthused.

As firm as the minister’s confidence is, it does
not solve questions such as if and how McKinsey
could be held accountable if the promises of its plan
were to prove unattainable or even faulty, or whether
the governments outsourcing of future socioeco-
nomic plans and thus societal contract formulation
is equal to a relinquishing, to a non-elected com-
mercial power, of its responsibility and its mandate
given by their electorate.

Finally, as the never-ending political theater
show in Lebanon is now in another year and looks
fully set to play out with too many intrepid actors
and haphazard moves (irrespective of the formation
and composition of its next Council of Ministers,
which occurred in the last throws of the month,
just as this magazine went to print), it might only
become evident four or five years from now if the
LEV was a great investment or just another outdated
script and unfulfilled dream. E]
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Legislation

By Jeremy Arbid

Lebanon’s parliamentary productivity

Making sense of how politics impacts legislative output

At first glance, the legislative output
of the Lebanese Parliament impresses
with its extreme volatility (see info-
graphic page 20). To full understand
the matter of legislative productivity
requires a contexual view that takes po-
litical environment into account.

The election of Michel Aoun as
president in October 2016 ended al-
most two and a half years of vacancy
in the post, and was the result of an
agreement between Lebanons political
parties to form a government, headed
by Saad Hariri, that would oversee ne-
gotiations to draft and pass a new elec-
toral law to govern the first parliamen-
tary election since 2009. The beginning
of this new era brought changes that
were an indication of state productivity,
which had been lacking in Lebanon for
several years. These changes included:
the ratification of two state budgets;
the holding of parliamentary elections;
the passage of anti-corruption laws; the
enactment of anti-torture legislation
and other human rights-related meas-
ures; the signing of oil and gas explo-
ration contracts; and the appointment
of high-level government, security, and
judicial officials.

In considering the output of the
state in the last decade, one can dis-
cern three distinct political periods.
In the first period, 2004 to 2008, there
was one set of parliamentary elec-
tions, but three resignations of the
government, one assassination of a
former prime minister, one occupa-
tion of Downtown Beirut, and one
cross-border war. Skip forward, and
we see that between 2014 and 2017
there was the long presidential vacu-

um and a period of non-performance
in terms of the cabinet, as well as the
Syrian refugee crisis, the rise of Daesh,
and other security concerns. Com-
pared to the preceding and following
periods, the Sleiman presidency from
2009 to 2014 was somewhat politi-
cally stable, which helps explain the
relatively consistent legislative output
during Sleiman’s tenure.

POLITICAL AND
ECONOMIC FACTORS

The low legislative output of Par-
liament in 2009 might have, in part,
been influenced by
the global financial
events of 2008. The
aftermath of the per-
ceived double wham-
my in 2008 (the burst
of the Dubai real es-
tate bubble and the
onset of the Great Re-
cession) was expected
to have strongly negative impacts on
remittances and financial inflows to
Lebanon, though the opposite hap-
pened. That year also saw local security
upheavals that peaked in May 2008 and
brought the country to the brink of
renewed civil strife. The resolution of
the crisis led to the election of Michel
Sleiman. The holding of parliamentary
elections in spring 2009 or the relation-
ship between the new president, the
parliamentary speaker, and the prime
minister are also possible explanations
for the low number of laws. The failure
to organize and hold parliamentary
elections was a presumed factor in the
low legislative output of 2013, along

with the question of who would suc-
ceed Sleiman as president when his
term ended on May 25, 2014.

It is possible that the extension of
the Parliament’s mandate (in 2013, in
2015, and in 2017), and the vacancy of
the presidency that began in the mid-
dle of 2014 and ended with the election
of Michel Aoun in 2016, did not have
a significant impact on the quantity of
legislative output for the period 2014
to 2016. The quantitative comparison
of legislative output allows us to iden-
tify distinct periods but does not offer a
measurement of the qualitative compo-

B Although many laws

can be passed in a

single period, these laws

may not have a transformative
effect on society.

nent of the output. Measuring the qual-
ity of legislative output is a challenge
because it comprises different streams.
For example, legislation related to laws
to approve financial transfers to admin-
istrative bodies or to conclude official
agreements between states depend on
procedural or annual conditions, where
each transfer or international agree-
ment must be legislated. Although
many laws can be passed in a single pe-
riod, these laws may not have a trans-
formative effect on society, whereas one
single law—such as the public sector
salary increase or the election law, both
passed in 2017—can have a huge soci-
etal or economic impact.
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State of reform

By Jeremy Arbid

Take Initiatives
to fix the state

A list of the reforms needed to enhance state output

[
RECOMMENDED INITIATIVES
Category Type Status Update
AGRICULTURE SECTOR Legislation N/A
Legislation N/A
ANTI-CORRUPTION Roadmap Requires cabinet endorsement
Legislation N/A
Legislation N/A
Legislation N/A

CAPITAL MARKETS

Implementation decree
Implementation decree

Decree needed to implement Capital Markets Law #161, August 2011
Decree needed to implement Capital Markets Law #161, August 2011

Legislation N/A
CREATIVE INDUSTRIES Amending legislation N/A
CUSTOMS Roadmap N/A
EASE OF DOING BUSINESS Amending legislation Under review by parliament committee

Legislation
Legislation
Legislation
Legislation
Legislation
Implementation decree
Legislation
Legislation
Legislation
Amending legislation
Legislation
Legislation

Legislated: #81, October 2018
N/A

N/A

Legislated: #82, October 2018
Under review by parliament committee
Unit established at IDAL

No law has yet been drafted

Alaw has been drafted

A'law has been drafted

A law has been drafted

N/A

N/A

RESTRUCTURING THE PUBLIC SECTOR

Multiple measures

Under review; requires cabinet endorsement

ELECTRICITY SECTOR

Public procurement
Multiple measures

Implementation decree
Multiple measures

Bids under evaluation
N/A

N/A
N/A
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ExEcUTIVE has collected different
initiatives recommended to enhance
state output and economic perfor-
mance, with the primary sources be-
ing the Lebanese government, multi-
lateral development institutions, and
the McKinsey economic vision. The
corresponding table reflects the state
of the initiatives roughly one year
after Lebanon presented its Capital
Investment Plan at CEDRE in April
2018. Some progress has already been
made to address some of the initia-

Description

Legislation to regulate medicinal marijuana

tives, namely those related to improv-
ing the business environment, shor-
ing up public revenue through new
taxes or tax increases, and by passing
legislation concerning protection of
groundwater resources, transpar-
ency in the oil and gas sector, and a
new legal framework for solid waste
management. However, the initiatives
presented, whether related to legisla-
tion, regulation, digitization, capacity
building, or other efficiency enhance-
ments, may not capture all the meas-

Draft a new law or amendments to existing legislation to redirect tobacco subsidies

ures out there, nor be categorized in a
perfect way—EXECUTIVE cannot claim
that this is a comprehensive list. The
initiatives that Lebanon has addressed
should also be considered starting
points: As with all initiatives, their adop-
tion is just the beginning and sometimes
they require implementation through
additional measures or legislation, so
those that have already been addressed
should not be considered complete,
but rather at the beginning of the pro-
cess of improvement.

s

National anti-corruption strategy by OMSAR with four objectives: 1) enshrining transparency; 2) activating accountability;
3) limiting discretion in public administration; 4) ending impunity; and actions required for their achievement.

Draft a whistleblower protection law protecting public sector workers that report ill deeds
The law would require state officials to disclose private assets

The commission would oversee public information requests, whistleblower filings and other anti-corruption measures

N e

The transformation of the stock exchange into a private entity
Implementation of Capital Markets Law #161, August 2011
Alaw based on an article in the Capital Markets Law #161 that would establish a sanctioning committee and a financial markets tribunal

Amendments to the labor law to address non-standard jobs in creative and culture industries

|
)I
A strategy to simplifying procedures, update the web-based ASYCUDA system to support e-payments, enhance electronic data entry and coordination
among all of government’s border agencies, strengthen risk management, and enable proven low-risk traders to avoid overly-burdensome inspection procedures. J

Review of the Code of Commerce, including the provisions related to companies/corporations, with the aim of modernizing the 13 legal status of businesses
A law faciliating e-transactions by recognizing electronic sigatures and adding protections to personal data

Allowing the establishment of commercial entities best suited for firms offering PE & VC avenues
A'legal framework for asset-based lending, e.g. selling bonds to investors

A law streamlining resolution of business lawsuits through arbitration

New rules to license insolvency practitioners to advise businesses in distress

A law establishing a business support unit aimed at providing start-ups with free information, advice and licensing support

A legal framework allowing companies to register and own proprietary ideas and inventions
A legal framework for companies to compensate employees with equity

A legal framework to control monopolies, collusion, exclusivity agreements, patent infringement, and more

A legal framework facilitating company closures (time and cost reduction)

A law regulating the restructuring of corporate debt

New rules allowing non-financial companies to issue preferred shares

Measures to restructure the government and improve service provision through e-governance

@ GEEEEEEEEEEEE

Cabinet to tender a package for a liquefied natural gas (LNG) terminal to supply fuel for power generation

Development of power generation capacity through public financing to complete ongoing generation projects; and hiring a transaction advisor
to initiate implementation of a program to develop new generation capacity by independent power projects (IPPs).
Establishing the regulatory authority to regulate the sector, as per Law #462 of 2002

Restructure the management and workforce of the public electricity utility to follow corporate best practices

-
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Category Type Status Update
HEALTH SECTOR Multiple measures N/A
INDUSTRIAL SECTOR Implementation decree N/A
JUDICIARY Efficiency enhancement N/A

Capacity building N/A

Capacity building N/A
KNOWLEDGE ECONOMY Legislation N/A
LABOR MARKET Multiple measures N/A
RESTRUCTURING THE PUBLIC SECTOR Multiple measures N/A

Efficiency enhancement N/A

OIL AND GAS SECTOR Legislation Legislated: #84, October 2018
Legislation N/A
PUBLIC FINANCE Legislation Legislated: #66, November 2017

Multiple measures

Legislation
Legislation
Legislation
Legislation
Legislation
Legislation
Capacity building

N/A

Legislated: #64, October 2017
Legislated: #64, October 2017
Legislated: #64, October 2017
Legislated: #64, October 2017
N/A

Legislated: #64, October 2017

N/A

PUBLIC-PRIVATE PARTNERSHIP

Legislation

Legislated: #48, September 2017

PUBLIC TRANSPORTATION Enact regulation N/A
RATIFICATION OF PUBLIC PROCUREMENT | Legislation N/A
LAW (2013)
RETAIL SECTOR Legislation N/A
SOCIAL SAFETY NETS Multiple measures N/A
SOLID WASTE MANAGEMENT Legislation Legislated: #80, October 2018
TOURISM SECTOR Multiple measures N/A
Enact regulation N/A
WATER SECTOR Multiple measures Legislated: #77, April 2018

Source: Vision for Stabilization, Growth, and Employment presented at CEDRE; McKinsey Economic Vision; International Monetary Fund Article IV 2017;

executive- zine.com




Description

Amend regulations to incentivize hospitals to specialize instead of build new departments

— A

New rules allowing local committees to form and oversee industrial zones

EU funded plan to automate the operations and procedures of judicial courts through the development of software and procurement of hardware
at the Beirut Palace of Justice and the Jdeideh and Jounieh courts

EU funded plan to reinforce judicial institutions’ capacities through the provision of technical expertise from EU Member States,

and support to develop the Lebanese legal aid system to increase access to justice for vulnerable populations

EU funded plan to enhance the judiciary’s capacities to handle terrorism cases in full compliance with international legal instruments

and human rights norms, standards, and good practices

A legal framework to license and incentivize “knowledge-intensive” export-driven businesses

Amend relevant laws identified through roundtable discussions in order to enhance female participation in the labor force

- v E————

Limit public spending by refreezing public sector hiring (unless approved by cabinet), design a unified public sector employee scheme for social
benefits, review government subsidies/contributions to public mutual funds, rationalize public spending on fuel, and evaluate public employees performance I
AWorld Bank loan of $43 million to improve access to land use and value data, property rights data, and geospatial information via the Land Registry and Cadastre J

Codifing anti-corruption and transparency measures in the petroleum sector \
Establish a sovereign wealth fund to manage hoped-for revenue from oil and gas J

Cabinet and Parliament to pass a budget for 2017

Cabinet to pass a decree stating that any increase in power supply from new power generation output would be matched by an automatic
and commensurate increase to the tariff to offset EDL subsidies

Increase of the corporate tax rate from 15 percent to 17

Introduction of a tax on the value appreciation of property beyond standard transaction tax rate

Increasing interest income tax rate from 5 to 7 percent

Increasing VAT rate from 10 to 11 percent and improving compliance

Increase gasoline excises

Introduce new stamp duties and fees

A World Bank loan of $50m designed to improve budget transparency, cash management, public debt management, Ministry of Finance eservices,
and the efficiency of public procurement

Passing a public-private partnership law

Cabinet to authorize the Council of Development and Reconstruction (CDR) to prepare and negotiate the Greater Beirut Urban Transport Project

Parliament to ratify the revised Public Procurement Law of 2013

A law to allow legal and commercial relationships for franchising businesses

Cabinet to scale up the National Poverty Targeting Program (NPTP) by approving the expansion of the electronic-card food voucher, and the
necessary budgetary allocation, from the current 10,000 extremely poor households to 15-20,000 extremely poor households; and the Ministry of Social
Affairs (MoSA) and the Presidency of the Council of Ministers (PCM) to finalize the updating and renewal of the NPTP database of poor households
via a recertification of all beneficiaries currently in the database (110,000 households) and an assessment of new applicants based on the new
targeting formula and agreed protocols of assessments and supervision

A A A A A A | |{! 1P

A legal framework for solid waste management

Stimulate investments in the tourism sector through new legislation and ammending IDAL's organizational law
Allow Casino du Liban to open new facilities and allow others to legally obtain gambling operations licenses

|

Protect groundwater resources by amending the legal framework and enforcing the law J

World Bank Priority Reforms for the Government of Lebanon 2017
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0&A

By Jeremy Arbid and Thomas Schellen

An accumulation of economic woes

Tackingly corruption, electriciy mafiosos, and the lack of economic vision

Executive met with then-caretaker
Minister of Economy Raed Khoury to
discuss McKinsey & Company’s eco-
nomic vision (commissioned hy the
government in late 2017 and pub-
lished in early January), the ministry’s
progress in regulating private gen-
eration of electricity, and the political
and economic situation of Lebanon
ahead of mid-January’s Arab League
Economic and Social Development
summit, which was hosted in Beirut.

f As the government in its caretaker
status is not empowered to make all
needed reform decisions, our impression
is that ministers such as yourself are
trying to keep the public confidence from
deteriorating, but that there are many
challenges. What can you actually do in
this situation?

There is a tremendous campaign
against our economy and our coun-
try from internal factors or internal
politicians, some media, and there are
some external factors, because [vari-
ous interested parties] know exactly
how our economy is so sensitive.
The backbone of our economy [re-
lies] mainly on trust and being able
to attract foreign deposits and FDIs.
And they know our economy is not
independent from external factors. If
our economy were dependent on in-
ternal strengths from industries, ag-
riculture, and technology, we would
be more immune to external factors.
On the other hand, we cannot ignore
the economic problems that have
been [accumulating] for the last 25
years, so what we are seeing now is
only a result of all of the bad man-
agement of the government vis-a-vis
the economy, starting with a lack of

vision [overall] to the destruction of
the productive sectors.

There are many other factors,
like the corruption that has been
mounting over the years. [This] is a
very important negative factor for
our economy, because there are a lot
of taxes that are not collected, and at
the same time it creates a trust issue
for any investor [thinking of bringing
investments] to Lebanon. There are
problems related to the environment,
the sewage, and the problem of elec-
tricity, to which we have still not been
able to find a solution. All of these
things have accumulated, and the
most important thing, and a result of
everything I have mentioned, is the
mounting public debt compared to
our GDP.

E Is the idea of an increase in corruption
not mainly driven by a self-reinforcing

perception that can be likened to a self-
fulfilling prophecy? How do you yourself
see the problem when, as in a recent
accusation leveled against you, allega-
tions of corruption are made, but no
mention is made of the fact that you, as a
minister of economy, stepped back from
your role in an investment bank when you
started to serve in a ministerial role? If
that is the case, you have actually moved
against corruption but the perception of
that seems not to be there. Can you do
anything to improve the perception of the
state and government as corrupt?

I disagree with the perception,
because I am probably one of the few
fighting real corruption. I cracked
down on the generator mafia, which
has been a taboo for the last 30 years.
We have to face [corruption]. And
corruption has many meanings be-
cause it has many faces. Corruption
could be stealing money and taking
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contracts. It could also mean a con-
flict of interest, as you mentioned,
and a conflict of interest could also
be if ’'m going to be nominated to
be a deputy and a minister at the
same time [because a parliament
deputy cannot exercise oversight of
themself while also serving in cabi-
net]. For myself, I did what I needed
to do in terms of dif-
ferentiating between
my private job at the
bank [and my pub-
lic office]. [In this
regard], managing
conflicts of interest
is the name of the
game. Nothing comes for free. If
you’re going to bring in a minister
who is a professional, [they likely]
have their own business, and this
comes with a conflict of interest.
But [such a scenario] is better than
appointing a minister who does not
know what they are doing.

Em a January television interview you
mentioned that over 100 generators have
been confiscated, and now 70 percent of
generator owners are issuing bills that
charge per kilowatt hour usage. What is
the main driving force for you in targeting

the generators? Is it an issue only of cor-
ruption? Or is it an issue of restructuring
the value chain of electricity?

There are two electricity provid-
ers in Lebanon: the government and
the private generators. They are two
separate issues, in terms of coming up
with a solution. The normal thing is
to have the government [meet elec-

W “What we are trying to
do, and we achieved it, is
to crack this mafia for the
benefit of the people.”

tricity demand], but the fact is that
the government is unable to [do
this]. These generator [operators]
have been [taking advantage of]
the people by giving them the im-
pression that they are so powerful,
can do whatever they want, and can
charge whatever they want. But they
are just taking the people hostage.
So what we are trying to do, and
we achieved it, is to crack this ma-
fia for the benefit of the people. It
turned out to be true that after they
introduced the meters the monthly
bill decreased tremendously, for ex-

ample, from $200 to $60 or $70—
and [operators] are still making
money. The impact is huge because
it affects every individual in Leba-
non. The people have felt the dif-
ference [since at this time] the most
important thing for people is to save
some money. Saving this amount of
money per month is a huge, huge
saving for any household, especially
for the poor and the middle class.
And at the same time we calculated
a margin for these generators. [Be-
cause of what we did], operators are
still making money, [are able] to pay
their costs, [covering] appreciation,
fuel, and everything else, and still
have a profit margin.

[ Can this be replicated across all the in-
efficient areas of the economy where pric-
ing is not optimized socially. For example,
can you do the same thing with transport
or with other private sectors?

No. We were able to control this
because generating electricity is
the job of the government. So these
people are not legal, and given their
status of being illegal, we are able to
control them. For other sectors it de-
pends, because we are, at the end of
the day, a free economy:.

FOLLOW EXECUTIVE ON
FACEBOOK AND TWITTER
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[ Do the private generators pay tax on
their income from selling electricity?

No, they don’t. Theyre outlaws,
and the government has accepted
that because they fear that they are
not able to do their duty of providing
electricity.

E That leads us to the McKinsey report
because by first impression the report

is assuming the government has a lot of
power in directing the economy, which
practical experience over the last 20
years indicates Lebanon does not have.
What is your economic model for Lebanon
to implement?

First, before fighting over how we
want to distribute the wealth, we need
the economy, and then we will fight
over how to divide the wealth, yes? So
the idea is that we are going to make
the cake bigger and then divide. We
took into consideration both, how
we want to increase [the size of] our
economy, and then how we are going
to create jobs, because creating jobs
is a social aspect, and we believe that
productive people will be rewarded at
the end of the day and non-produc-
tive people will not be rewarded.

The main part of this [economic
vision] is not only the creation of
370,000 jobs, it is also the spread of
wealth because the productive sectors
are across the whole country not only
in Beirut or Mount Lebanon. Second,
you can only create a middle class if
you create big companies because the
middle class is mainly middle man-
agement, and that can only exist in big
companies, not small ones. In order
to have big companies, you have to be
competitive so you can grow and be
able to pay hundreds of thousands of
salaries for the people—and this is the
middle class that we have eliminated
in Lebanon over the last 30 years.

[ If we listen to the street then there is
an accusation that what exists in Lebanon
is a rentier economy of unproductive
elites that are depriving the work-willing
people of economic opportunity. So how

0&A

is this economic reality and the need to
rectify this bad existing “model” reflected
in the plan and in your vision beyond the
McKinsey plan?

I agree that currently the situation
islike this, but you need to understand
why it is like this and what we are
trying to do; it is useless to describe
the situation without understanding
the reason. [Lebanons economy is
currently structured to increase] the
gap between the poor and the rich.
Creating a productive economy will
decrease the gap. Why? [Because of
high interest rates, the wealthy class
is parking their money in
the bank instead of put-
ting it to work by lending
it out, while the have-nots
are struggling to make
ends meet. And there is
less borrowing because of
the higher interest rates].
[If investments could be channeled]
into industries or productive sec-
tors, this turnover of money would
have been circulated 10 times in the
economy and [would have] created
more jobs, creating [and distributing]
more wealth. The McKinsey study for
the government plan addresses ex-
actly this issue at its core. I hear some
magazines or those that call them-
selves economists describing the situ-
ation, and they don’t understand why
it is like this or what the benefit is of
creating productive sectors. What’s
the use of a $100 million deposit in a
bank if it benefits one person? But if
this $100 million [is channeled] into
five to six industries, it creates thou-
sands of jobs, generates more money,
and the people make more money. So
this needs guidance from the govern-
ment, and that is what we are trying
to do.

E How do you assess the state of affairs
today, in early 2019, versus at the end

of 2017, when you commissioned the
McKinsey report—before parliamentary
elections, before the confidence boost
from CEDRE, and before the government

deadlock became visible? In terms of
ability to implement, do you see structural
reforms and economic developments as
more likely today than about a year and a
half ago, when the decision to commission
McKinsey was taken?

If some of the ministers or public
opinion at that time didn’t believe in
what we are doing, I think now they
should believe, given the situation.
And T think tackling the core of the
problem is the most important thing.
We don’t want to take medicine [to
mask the symptoms]; we want an
operation to solve the problem. [The

B “What's the use of

a $100 million deposit
in a bank if it benefits
one person?”

medicine] probably helps you for a
couple of months, and then what will
happen? And I really believe if we
don’t [do the operation], then we are
in deep shit.

[ Do you want everyone in government,
Parliament, and the population as a whole
to read the McKinsey report on your
website?

The stakeholders are every-
body—the citizens, the govern-
ment, the [state] administration,
the international  community,
funds, banks, the World Bank—the
report is very global and very reach-
able for everybody. It’s more than a
study; I want to make this a culture
in which every citizen understands
to a certain level that there’s a gov-
ernment with an economic policy
for the productive sectors, and we
are moving in the same direction.
And this also helps [boost] confi-
dence because you can’t be lost as a
citizen, you have to have an identity.
It’s not an identity only because you
are Lebanese, it is [an] economic
identity. If you want to create an
economy, this is the way to do it.  [#l
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Comment

By Jeremy Arbid

Out in the cold

Arab summit shows a Lebanon at the mercy of disinterested regional powers
——

The Arab League Economic and
Social Development summit hosted
in Beirut in late January produced at
least one solid takeaway: the reiter-
ated recognition that Lebanon does
not hold the keys to its own future
and so must ride the bench during
this economically and politically
pivotal time for the region. With a
government finally formed on Janu-
ary 31, Lebanon finds itself engulfed
in domestic and regional uncertain-
ties and struggling on a tightrope to
maintain its balance.

The mid-January summit was
viewed by some observers as an un-
successful event when measured
against hoped-for outcomes for the
host country, which included: a reso-
lution to the myriad and competing

perspectives on Arab states’ relations
with Syria, the provision of financial
or other support to refugees, and a
decision regarding the general direc-
tion for Lebanon in 2019. According
to Paul Salem, president of the Wash-
ington-based Middle East Institute, in
a late-January Weekly Briefing pub-
lished by the think tank: “The large
number of no-shows reflects a general
view among many Arab heads of state
that Lebanon is too deeply under the
political and security sway of Iran and
Hezbollah. It might also reflect a slow-
ing down of the momentum to nor-
malize ties with the Assad regime, and
a desire to avoid giving political sup-
port to the Lebanese president and his
allies, who would like to see the Arab
League end its suspension of Syria”

FALSE HOPES

Much of the final communique
from the summit comprised of re-
iterations of previous promises,
though there was a new proposal for
a $200 million technology and digi-
tal economy investment fund for the
region. Lebanon’s president called for
the creation of an Arab Bank for Re-
construction and Development that
would serve as a funding structure for
the reconstruction of wartorn Arab
states, while Qatar committed to pur-
chase $500 million worth of Lebanese
sovereign debt.

What is Qatar actually buying
with this offer to purchase govern-
ment bonds? Perhaps it is backdoor
access to Arab decision-making. Be-
fore 2010, the political influence of
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Qatar in Lebanon was mainly limited
to the former employing a fraction of
their surplus petroleum revenues to
help rebuild the latter after the 2006
war with Israel. During the Arab
Spring, Qatar placed its bet on the
Syrian opposition and supported po-
litical Islam in the region (both losing
wagers), and has maintained ties with
Iran to the ire of Arab counterparts—
the latter two Qatari decisions, along
with inter-GCC rivalries, were the
major driving impulses behind the
Saudi-led blockade in 2017. Less than
a day after the Qatari bond-buying
commitment, Saudi Arabia’s finance
minister said at the World Economic
Forum that the Kingdom was poised
to “support Lebanon all the way,” but
did not offer specifics.

Should the Lebanese have hoped
for more tangible outcomes? The re-
sults of this summit have historically
been weak, both in terms of effecting
change at the regional level, in either
a political or economic sense, and in
the fulfillment of past promises made.

In 2007, there was a consensus
movement by Gulf countries to try to
gather the region together, evidenced
by the proposal to integrate the region
into a monetary union, borne of the
traumatic experience of Iraq’s inva-
sion of Kuwait. Plans to form an Arab
customs union and integrate scien-
tific research were announced during
the 2009 summit, but as soon as the
Arab Spring erupted this consensus
evaporated, leaving regional integra-
tion proposals still on the table.

When compared with other
regional political blocs, the Arab
League is often characterized as a
political tiger that roars, but whose
measures rarely have teeth. The re-
gional body has traditionally been
propelled on the strength of the Sau-
dis’ financial clout and Egypt’s politi-
cal persuasion; when the interests of
those two countries aligned, the in-
stitution worked.

In the current environment, there
is an alignment of Egyptian and Saudi
interests in countering Iran and op-
posing Qatar, but when it comes to
solutions for Syria’s war and readmit-
tance of Syria into the body, there
seems to be disunity. On the question
of discourse at a lower level, it appears
that the Arab League is still very far
from having an interest-driven joint
position, and this is visible when one
looks at how Lebanon has reacted to
issues such as the Libyan question and
Syrian conundrum. The
Lebanese position has
been internally divided
and not based on prior-
itizing national practical
interests, but rather on
the political positions
of individual parties,
and the reemergence of
decades-old grievances.

Given the unfulfilled
promises of past summits, what could
the Beirut summit have produced for
Lebanon, within a fragmented region,
in which multiple countries see increas-
ing inequality, poverty, and specters of
civil unrest? One might have hoped that
even if only minor economic solutions
were on offer to Lebanon, then outside
powers could perhaps have spurred on
a political agreement to form cabinet
prior to the gathering. But any hope of
that was dashed by the maneuvering of
various political factions in the lead up
to the summit.

TANGLED LOYALTIES

While there may still be emo-
tional pain in Lebanon over the
disappearance of Imam Musa Sadr
41 years ago, Lebanese political fac-
tions’ punishment of Libya for the
evils of the Gaddafi regime—and
Libyas subsequent boycott of Janu-
ary’s summit—does not bode well for
the future improvement of Lebanon’s
regional role and interactivity with
other Arab states. If there is any po-

tential for Lebanon to be an actor on
the regional stage rather than a pawn
thrown around by outside forces, can
Beirut afford to harbor such extreme
resentment over past injustices?
When it comes to relations
with Syria, some observers believed
Bashar al-Assad was blocking the
formation of Lebanon’s government.
The fact that this could even be a
possibility, that Assad could theoreti-
cally exert such pressure on Lebanon,
is because the Lebanese state and its

B The regional body

has traditionally been
propelled on the strength
of the Saudis’ financial
clout and Egypt’s political
persuasion.

representatives are subsidiary to the
links between communities and for-
eign interests. The Lebanese state may
not as driven by foreign interests as it
was during and after the civil war, but
tribal linkages in society and pressure
groups still exert a powerful influence
capable of incapacitating the state and
preventing it from undertaking activ-
ity vital for its survival. Because these
groups can basically make the state
impotent or operationally dysfunc-
tional, how can Lebanon be made
more immune to these pressures?
Despite the Qatari offer, Lebanon
walks away from the summit with
more questions than answers, or so-
lutions. The country is in a difficult
position as domestic economic pres-
sures mount and trust in the coun-
try’s financial system erodes. Unfor-
tunately, the post-summit sentiment
is that nothing will be decided in
Lebanon, or for Lebanon, until for-
eign-sponsored gatherings shape the
future political and economic direc-
tion of the region. &
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Comment

By Thomas Schellen

Advocating true wisdom

A call for rational uncertainty
|

In Execuive’s view of things that
happened locally in January 2019,
three incidents testified to the pres-
ence—and the perils of—irrational
expectations. Such expectations
actually work in two directions,
with different attendant risks: The
first direction is that of excessive
enthusiasm, very well-known to
the economically literate from the
last global exposure to “irrational
exuberance,” in the build-up to the
Great Recession of 2007 - 2009. The
second, and even greater, danger of
irrational expectations comes from
the negative: the numbness of de-
spair, the rage induced by fear, and,
worst of all, the animalistic blind-
ness of mindless panic.

No one should and nobody—un-
less working with an ulterior mo-
tive—would pretend that there is any
serious chance of irrational exuber-
ance when contemplating the future

of the Lebanese economy at the start
of 2019. Neither does the country
today harbor grand messianic expec-
tations of another national political
savior, as a conflict-fatigued people
did in Lebanon some 27 years ago,
when the national perspective shifted
from the immense exhaustion of in-
ternal conflicts to the enthusiasm of
Rafik Hariri’s reconstruction drive
and Horizon 2000 plans. The swing
from desperation to confidence at the
time was memorably reflected in the
successful rescue of the Lebanese lira
and its shift from radical depreciation
before December 1992 to controlled
stability ever since the mid-nineties.
While it would be a waste of time
to warn of irrational exuberance in
Lebanon at the threshold of what
could be a new horizon for the 2020s
and beyond, it seems most appropri-
ate and prudent to regard the risks
of irrationally negative expectations.

Gloomy sentiments are ever-present
in the country today, as demon-
strated and exacerbated last month
by the Arab League Economic and
Social Development Summit (AESD
Summit), the continuing lack of gov-
ernment and national vision, and
the downgrade of the sovereign risk.
Containing the spread of irrational
negative expectations is a worthy
cause, and one that might entail an
immunity-building exercise in ra-
tional uncertainty.

As a mental approach, rational
uncertainty proposes using the toolset
of rational evaluation rather than suc-
cumbing to ideological gloom, will-
ful propaganda or, God forbid, blind
panic, when contemplating the radical
uncertainty of Lebanese existence.

The rational uncertainty ap-
proach contains two elements: First,
the acknowledgement that uncertain-
ty is the only certainty we can ever
truly have. Uncertainty cannot be
eliminated; it is what remains once we
strip off the mental assumptions that
one might predict the future from the
past or extrapolate unknown pasts
from the present. Uncertainty rules
universal, and this means that no one
can reasonably argue that nothing
about the Lebanese state could ever
get worse, or that nothing in Lebanon
could ever improve.

Second, we should remind our-
selves that there is always more than
one possibility ahead. It is our ra-
tionality that allows and maintains
our determination toward building a
better future, rather than falling into
depression over the possibility of a
worse one.

The first and, theoretically, most
monumental agenda item for Leba-
non last month was the hosting of
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the AESD Summit. This event was an
operational and organizational vic-
tory but, in EXECUTIVE's analysis (see
page 28), not a significant win.

The not inexpensive gathering
produced nothing glorious and re-
port-worthy in terms of either Arab
regional progress to a new and bet-
ter performance of national econo-
mies or decisive strengthening of
under-designed and overextended
social safety networks in Arab League
member states. Nor did the assem-
bled dignitaries leave most Lebanese
with increased hopes for more re-
gional economic growth through bet-
ter trade and customs agreements, or
for Arab-owned solutions to the Syr-
ian refugee situation and the recon-
struction challenges posed by devas-
tation in certain Arab countries.

It is no surprise then that this
AESD Summit was barely mentioned
in the international press, nor that the
only local benefits noted by Execu-
TIVE editors were temporary relief
from Beirut’s insane traffic and joy to
those children who were given time
off from school.

From a local vantage point, it
can also be noted that some of the
desired elements of the summit—
like the presence of Arab heads of
states—were not the decisive missing
factors that prevented this summit
from being successful. In fact, when
examined with the toolkit of ration-
al uncertainty, the summit was not
hopeless. Uncertainty should allow
for the possibility that future efforts
for economic and social development
in this region still may succeed, just as
rational evaluation (based on speech-
es and closing communiques) finds
that the meaningful elements missing
from the AESD Summit were analy-
sis, cohesion, debate, compromise,
transparency, and a will to change.

The second report-worthy event,
in the perception of EXECUTIVE edi-
tors, was the loss of a bet. The sub-
stance of this bet, made on the first
workday of 2019, was whether gov-
ernment formation would happen

before or after January 19. The wager
was modest, a stein of draft beer at a
local resto pub, which by its diminu-
tive size reflected the sad fact that no
serious bet on Lebanese political san-
ity appeared viable to any of us at Ex-
ECUTIVE. Needless to say, the bet that
cabinet would be formed in time for
Beirut to host its first regional politi-
cal summit on Arab League level in
almost 17 years was lost.

However, it must be noted here
that both bettors felt like winners,
because they enjoyed the settling
of the bet in the affable company of
friends—Lebanon was the real losing
party. EXECUTIVE’s reluctant conclu-
sion was that making any bet and wa-
gering any hope on a moment when
strategic political insights would be
delivered to political players is not
within rational reach.

This suggests for the medium
term (even after the surprise cabi-
net formation on January 31), it
is not advisable to have exuberant
expectations of an efficient govern-
ment or reform process. Yet again,
the agenda of proposed reforms (see
story 20) and the—ever so fanciful
and  outsourced—na-
tional economic vision
for Lebanon 2025 and
2035 deserve the benefit
of the doubt. Execu-
TIVE is certainly deter-
mined to stay on the re-
form and development
ball—including taking
our own advocacy and
economic plan forward
through inclusive discussion and ra-
tional passion—in 2019. We will be
relentlessly expanding our efforts to
support and augment whatever vi-
sion we find credible, regardless of
its author’s name or affiliation (cur-
rently at 230 measures).

A third event of note on the Leba-
nese stage of puerile politics reminded
ExecUTIVE editors of the dramatic
power of ill-spoken words. Anyone in a
stable relationship is—or at least should
be—aware that the effort to repair the

impact of a carelessly uttered affront to
a loved one can be a hundred times as
arduous as the effort of uttering the stu-
pid and damaging phrase.

In this regard, modern finance
appears to be just as sensitive and vul-
nerable as the—infinitely more valu-
able—relationship of stable trust and
love in a married couple or between
a good leader and the people. Case in
point: the ominous two words— “debt
restructuring”—that reminded Leba-
non and its international partners last
month of the importance of sticking
to a careful approach of rational un-
certainty. At least that was the transla-
tion of a comment by Lebanon’s then-
caretaker finance minister Ali Hassan
Khalil that appeared in English-lan-
guage media, causing frenzied trad-
ing for a period that was short but still
far too long. It even appears to have
caused panicked comments by nor-
mally cool financial observers, seen,
for example, in the atypical quick for-
mulation and issuance of a downgrade
in Lebanon’s sovereign rating by re-
spected international agency Moody’s.

This serves to emphasize how the
power of a bad word in such vulner-

B Execumive is certainly
determined to stay on the
reform and development
ball—including taking
our own advocacy and
economic plan forward.

able times could generate very bad
outcomes, if the country’s internal
and external markets and investors
succumb to irrational fears instead
of maintaining a cool, rational assess-
ment of uncertainty.

An approach of rational uncer-
tainty may even be prudent when
looking at the state of the world. It cer-
tainly seems appropriate in consider-
ing our Lebanese state—which, nota
bene, at 99 years of age still has some
charms, and not a little potential.  [#
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Comment

By Talal F. Salman

Currency conundrum

The Lebanese lira and the Dutch disease

Two major topics are keeping
economists, politicians, academi-
cians, journalists, and others busy
nowadays. The first topic is the real
value of the Lebanese lira and if the
nominal rate must be de-pegged or
moved to a lesser pegged value in
order to relieve us from our current
monetary, economic, and financial
misery. The other topic is how Leba-
non should protect its currency and
economy in the future should petro-
leum profits start flowing, since any
petroleum related legislation we draft
today will need to protect us from the
famous Dutch disease. The issue that
most do not realize is that those two
topics are very much intertwined,
because Lebanon is already suffering
from Dutch disease. What we need
to do is to escape a worsening of the
disease. The solution is definitely not
devaluation; we should rather use the
lira to build the proper platform for
economic growth.

THE DUTCH DISEASE

The discovery of the elephant
natural gas field in Groningen north
of Holland in 1959, changed the lives
of Dutch citizens forever—massive
amount of revenues started flowing
into the coffers of the government as
well as into the economy. However, in
return, the Dutch witnessed a collapse
in investments, an unemployment hike,
a drop in industrial exports, and a drop
in purchasing power, despite the appre-
ciation of the Gilder, its currency at the
time. What happened?

The sudden increase in riches
caused a sudden increase in spend-
ing by both the private sector and
the public sector, whose expenditures

reached 50 percent of its GDP at the
peak, one of the highest in the world.
This increase in consumption led to
an increased demand for tradable
goods and services, as well as non-
tradable goods and services.

Tradable goods and services are
those that can be purchased and trans-
ferred between countries without bar-
riers such as transport costs or trade
restrictions, and as a result their prices
become global and not easily influ-
enced by the demand or supply of one
country. This means any society with
sudden increase in wealth would con-
sume more tradables regardless if they
are produced locally or internation-
ally. Most tradables are food products,
manufactured goods, metals, stones,
petroleum products, and some global
services, such as commercial travel and
corporate financial services.

Nontradables are not economi-
cally feasible to consume across bor-
ders, are usually retail and wholesale
sectors, restaurants, hotels, local
transport, warehousing, communi-
cations, public utili-
ties, real estate, retail
banking, and most
personal and com-
mercial services. This
means that even if
the price of a hair-
cut, an apartments
rent, a meal, a phone
bill, or ATM fees are cheaper in Bu-
dapest, it is not economically feasible
for a resident in Amsterdam to travel
to Budapest every time she needs to
get a haircut, eat, make a phone call,
withdraw cash, or sleep.

This also means that the increase
in demand on those goods raises their

prices locally in Holland, while the
price of tradables (local and foreign
made) remain the same, since their
global nature will not be impacted by
the increase in demand by the Dutch.

The resulting relative difference in
price between tradables and nontrada-
bles means two things:

First, the increase in the price of
nontradables will lead to more profits
in those sectors, and to an increase in
the wages of the workers, which will at-
tract capital and labor on the expense
of manufacturing and agriculture (the
major tradables).

Second, this relative difference in
price leads to an appreciation of the
real value of the currency, which leads
to an increase in the price of exports
for the country’s trading partners.

This is what happened to the
Netherlands, colloquially known as
Holland, as demand increased locally
due to petroleum revenues, leading
to an appreciation of the Gilder and
the collapse of its pride sector, which
was manufacturing. Holland realized

B The necessary steps to
restructure the Lebanese
economic and financial model
is to restructure the way we
handle those large deposits.

the challenge, which became known
as the Dutch disease, and learned a
lot from it. Its experience set the stage
for a new pedagogy in economics
and revenue management of natural
resources. Today, the Netherlands is
one of the most successful economies
in the world, while petroleum income
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represents less than 1 percent of the
total government revenues.

Dutch disease, therefore, is a dis-
ease that is suffered by any economy
that relies on foreign currency inflows
into the economy, and which is direct-
ed toward consumption rather than
investment, resulting in an overpriced
services sector (electricity, water, res-
taurants, communication, transporta-
tion, real estate), a drop in its exports,
and its industries and farmers suffer
the most ... welcome to Lebanon. The
foreign currency inflows can result
from the sale of natural resources, but
also from remittances or foreign aid—
the result is the same.

THE LEBANESE LIRA

The Lebanese economy is always
characterized as a rentier economy
that ignores productive sectors and
revolves around real estate and banks.
This is true, but it is not only the re-
sult of corruption, wrong economic
policies, and accumulation of debt
over three decades, but is also a dis-
ease that has been around for more
than half a century, and which has a
cure, and that cure is not devaluation.

When Lebanon decided to peg its
currency in the early- to mid-1990s, it
was a wise choice economically for a
small open economy with free move-
ment of capital. The confidence that
the peg provides attracts investments
and foreign deposits, however, to avoid
the curse of those flows, they should
have been directed toward investment
in industry, agriculture, and infra-
structure, and not consumption and
real estate. The lira becomes subject
to massive pressures such as the ones
we are witnessing today, when those
accumulated flows start losing confi-
dence in the financial and economic
model of Lebanon, and start exiting.
It is true that Banque du Liban (BDL),
Lebanon’s central bank, has ample
ammunition to defend the lira but we
need to ask ourselves: How good is our
lira if no one wants to exchange goods
and services with us? Turning those
flows into 20 billion dollars of imports

yearly is the problem, not the exchange
ratio; instead they need to be directed
to become a powerful force in creating
economic growth, employment, and
reducing poverty.

RESTRUCTURING
THE LEBANESE MODEL

The necessary steps to restructure
the Lebanese economic and finan-
cial model is to restructure the way
we handle those large deposits in the
banking sector so they can be a bless-
ing and not a curse:

1) Reduce the deficit of the govern-
ment immediately through the known
solutions of reducing corruption and
wasteful spending, reforming the elec-
tricity sector, and collecting taxes bet-
ter. The objective is not only to reverse
the debt dynamics and create fiscal
space to improve public services, but
also to reduce credit risk and conse-
quently reduce the cost of borrowing,
so the private sector is incentivized to
increase the size of its operations, and
as a result its exports and the taxes it
pays to the government.

2) Urgently invest in infrastructure
to support economic growth and with
the least amount of borrowing pos-
sible. Off-balance sheet concessionary
project financing should be available
through CEDRE under PPP structures,
and increased borrowing by the gov-
ernment should be avoided. Addition-
ally, mutual funds could be structured,
so all Lebanese depositors can par-
ticipate in infrastructure investing and
benefit from the resulting returns.

3) Urgent simplification of govern-
ment procedures with Lebanon ranked
at a pathetic 142 in the world in ease of
doing business.

4) Master plan to seriously grow
the agriculture and industry sectors
and hence their exports.

PETROLEUM LEBANON

Lebanon is not facing the risk of
catching the Dutch disease should its
petroleum exports begin, but it risks
the deterioration of its Dutch disease
into something worse. Today the

country is characterized by a large fi-
nancial sector full with lazy deposits,
and a public sector filled with corrup-
tion that leads to poor government
services, which in return leads to low
investments, low economic growth,
small economy, high unemployment,
and high income inequality.

The steps above are necessary to
get out of our current failed economic
and financial model and to get ready
for a petroleum Lebanon or else we
will fall into the resource curse where
things will get much worse and we
will suffer like Nigeria, Angola, Iraq,
and Venezuela. Avoiding the resource
curse lies in the governance and rev-
enue management of the petroleum
sector, where countries such as Bot-
swana, Chile, and Norway turned
their diamonds, copper, and oil into
an accumulation of wealth.

The best way to manage petroleum
revenues is to separate them from cur-
rent spending, especially in countries
with weak governance such as Leba-
non, and to turn this newly generated
financial wealth into three types of cap-
ital: human capital through investment
in education and healthcare; infrastruc-
ture capital, which serves an economy
for decades of economic transforma-
tion; and financial capital through di-
versified savings. This method of in-
vesting petroleum wealth benefits both
the living and future generations, di-
rectly and indirectly. The future genera-
tion will have a reservoir of education,
health, infrastructure, and cash.

The Lebanese Sovereign Wealth
Fund has been designed as such to pro-
tect the future income generated from
petroleum activities by separating this
income from current spending, and in-
stead channel it into human capital and
productive sectors, in a conditional and
forethought way.

We are now left with the duty of real
reform and restructuring of our econo-
my and public sector, before a new dis-
ease is named after Lebanon. E]

Talal F. Salman is UNDP Project Director
for Fiscal Reform
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Comment

By Mona Sukkarieh

The Eastern Mediterranean Gas Forum

A Lebanese perspective
I

Energy ministers from Egypt, Cy-
prus, Greece, Israel, Italy, Jordan,
and the Palestinian Authority took an
important step toward establishing
an Eastern Mediterranean Gas Forum
(EMGF) on January 14, in Cairo. Ac-
cording to the declaration that followed
the meeting, the EMGF will, among
other things, assist in the creation of a
regional gas market, ensure the secu-
rity of supply and demand, optimize
resource development, facilitate the
use of existing infrastructure, and build
new infrastructure, if necessary.

The forums raison détre is regional
energy cooperation. Almost ten years
to the day after the announcement of
the discovery of the Tamar field in Is-
rael (January 17, 2009)—the first major
gas discovery in the Levant Basin—it
has become increasingly clear that re-
gional cooperation is needed to make
the most of the region’s resources.

The Eastern Mediterraneans gas
potential is promising. Besides Egypt,
the countries in the region face chal-
lenges to exploit their resources. First,
these resources are mostly offshore,
in deep and ultra-deep waters. When
found in commercial quantities, their
extraction is expensive. Second, the
relevant infrastructure to monetize
these resources barely exists (outside
Egypt). And if this were not enough,
the geopolitical risk is high due to a
number of factors: conflict in Syria;
terrorism; the Cyprus problem; sour
relations between Cyprus and Turkey;
a constant state of tension between
Lebanon and Israel; and deteriorating
relations between Turkey and Egypt,
and between Turkey and Israel. In
2018, we saw that heightened political
tension in this part of the world could
quickly evolve into a confrontation,
when Turkish warships prevented a

drillship from reaching its drilling
target in Block 3 of Cyprus’ Exclusive
Economic Zone (EEZ).

These challenges largely explain
why a number of gas fields in the
region have not been developed yet.
One way to overcome these difficul-
ties is through regional cooperation,
and this is why the announcement of
an East Mediterranean Gas Forum is
a significant development.

The EMGF will be based in Cairo
and will be open for other Eastern
Mediterranean countries to join, pro-
vided they share the forum’s interests
and objectives, and the founders of
the forum accept their membership.

Besides Syria, which is still strug-
gling with its civil war, there are two
notable absences: Turkey and Leba-
non. The presence of Israel in the
EMGEF is seen as a barrier to Leba-
non’s involvement, while poor relations
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between some of the EMGF founding
members and Turkey was another ra-
tionale for the forum, beyond energy
cooperation. Each of these countries
has perceived reasons to complain
about Turkish behavior recently:

CYPRUS

In addition to the longstanding
and unresolved Cyprus dispute, An-
kara and Nicosia have been at log-
gerheads over exploration for hydro-
carbon resources in the Cypriot EEZ.
Since 2003, Turkey has denounced
all the maritime border agreements
signed by Cyprus with its neighbors
and lobbied these countries to reject
them on the grounds that: (1) the
current Republic of Cyprus (RoC)
does not represent Cyprus as a whole,
and thus cannot sign international
agreements on its behalf; and (2) that
islands should not have the same ca-
pacity to generate maritime zones as
other states. (Turkey does not recog-
nize that islands should have equal
rights in generating maritime zones
and claiming full-fledged EEZs.)
Turkey, therefore, claims that certain
parts of the Cypriot EEZ fall within
its continental shelf or under the ju-
risdiction of the Turkish Republic of
Northern Cyprus.

All this explains why Ankara re-
jects exploratory activity in the Cyp-
riot EEZ. Since 2008, it has made a
point to monitor, and sometimes har-
ass, surveyors and drillships conduct-
ing operations in Cypriot waters. On
at least two occasions, it went as far
as blocking their work. Turkey is also
threatening to conduct exploratory
activity off Cypriot coasts. In addi-
tion, there are renewed calls in Tur-
key for the establishment of a Turk-
ish naval base in Northern Cyprus to
protect Turkey’s rights and interests
in the Eastern Mediterranean.

GREECE
Turkey’s relationship with Greece
is similarly tense. Ankara has always

pursued a policy of provocation in the
Aegean, but President Recep Tayyip
Erdogan has taken it to another level,
with frequent confrontations at sea,
repeated violations of Greek airspace
(an incident in April 2018 claimed
the life of a Greek pilot), and renewed
claims to Greek islands. In his first
visit to Greece as Turkish president in
2017, Erdogan declared that the 1923
Treaty of Lausanne must be reconsid-
ered—in effect calling for a redraw-
ing of the borders with Greece—and
raised concerns about the Turkish
minority in Greece.

Turkey also objects to Greece’s
rights to exploit energy resources in
certain parts of its waters far from the
Greek mainland. Once again using
the argument that islands’ capacity
to generate maritime zones should
be limited, Ankara reportedly tried
to undermine Greece’s relations with
Libya by claiming that
Athens was encroach-
ing on Libya’s continen-
tal shelf. According to
Turkish media reports,
the Turkish defense
minister, Hulusi Akar,
presented maps suppos-
edly demonstrating this
point to the Libyan gov-
ernment that ignored the influence of
islands such as Crete (or Cyprus) on
marine territory.

EGYPT

The ousting of President Moham-
ed Morsi in 2013 severely strained
relations between Egypt and Turkey.
Erdogan in effect denies the legiti-
macy of the current Egyptian regime,
arguing that it was established after a
coup against a democratically elected
president. In August 2013, Turkey
called on the UN Security Council to
impose sanctions on Egypt. Erdogan
continues to express support for the
Muslim  Brotherhood, sometimes
by making the Rabia sign (a hand
gesture used to protest the violently

suppressed sit-in at Rabia Square in
Cairo) and never misses an occasion
to call for the release of Morsi and all
political prisoners in Egypt. Cairo
views such statements and positions
as a provocation.

ISRAEL
The once strategic relationship
between Israel and Turkey has gradu-
ally deteriorated over time, particu-
larly since Israel launched Operation
Cast Lead against Hamas in Gaza, in
2008-2009, which was followed by the
Mavi Marmara aid flotilla incident
in 2010. Relations between the two
countries never fully recovered, even
after the US-brokered Israeli apology
to Turkey in 2013 and the normaliza-
tion of relations in 2016 (partly moti-
vated by energy cooperation).
The situation deteriorated again
in 2018. Last Spring, Israeli forces used

B Ankara has always pursued
a policy of provocation

in the Aegean, but President
Recep Tayyip Erdogan has
taken it to another level.

live fire and killed over 100 Palestin-
ians in Gaza who were protesting the
US decision to move the American
embassy to Jerusalem. Erdogan ac-
cused Israel of carrying out genocide
and expelled the Israeli ambassador
from Turkey, withdrawing the Turkish
ambassador from Tel Aviv. He later ac-
cused Israel of apartheid. This series of
statements and actions were viewed as
deeply hostile by the Israelis.

It is in this regional context that
the East Mediterranean Gas Forum
was established. On the one hand,
there are offshore resources that—un-
til now, at least—require cooperation
to facilitate their exploitation, and on
the other, we see renewed geopolitical
rivalries in the Eastern Mediterranean.
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If we take the second of these
considerations, the geopolitical con-
text, it is clear that this alignment is
primarily in reaction to what many
of the founding members perceive
as aggressive Turkish behavior over
the last few years. Many Lebanese
are ignoring this dimension and feel
that this forum, and this alignment,
is directed against them.

This Lebanese misreading of the
situation would not be an issue if it
did not threaten to influence policy
making. The first reaction, expressed
by certain media and public officials
was seemingly knee-jerk, dismiss-
ing the forum and its member states,
and suggesting we pursue a parallel
track with those countries that were
not present—Turkey and Syria—in
addition to other countries in the
region, such as Iraq. For some, this
was an impulsive reaction to be-
ing left out, leaving little room for
rationality. But for others, this was
seen as an opportunity to push for-
ward an “isolationist” tendency that
advocates that Lebanon should look
east for friends and partners, limit-
ing their options elsewhere. The an-
nouncement of the EMGF provided
them with additional arguments to
support their case.

A more thought out approach
would be to strengthen relations
even further with all regional play-
ers, whether in or outside the EMGF
(with the exception of Israel, for ob-
vious reasons). A small country like
Lebanon does not have the luxury
of picking and choosing its friends,
with an enemy state to the south,
and a Syria mired in conflict along
the rest of its border. Membership
of the EMGF and good relationships
with those outside the forum are not
mutually exclusive. Cyprus, Egypt,
and Turkey are all very relevant to,
and potential partners in, Lebanon’s
future gas ambitions, if commercial
quantities are found.

For those tempted by an isolation-
ist approach, it is also good to keep in

Comment

mind that the EMGEF is not a closed
club either. It is open for other coun-
tries in the region to join. It is conceiv-
able that a country that is not a mem-
ber today, like Turkey, could join it in
the future, particularly if a solution is
found for the Cyprus dispute (nego-
tiations are expected to resume this
year) or if it adopts a less antagonistic
approach toward other member states.
In this case, would the “non-EMGF
club” that some are calling for in Leba-
non not look very feeble? In 2013,
then-energy minister Gebran Bassil
told Middle East Strategic

However, it is not certain at all
that the local market alone would jus-
tify developing future resources. This
means that export routes are likely
needed. Second, the export ideas Abi
Khalil listed are only possible options
at this point. And they all come with
a host of challenges: from prices and
commercial viability of some of the
projects he mentioned, to political
and security risks which might ham-
per the development of some other
projects, and—if we are able to over-
come that—there may be issues with

Perspectives (which this
writer cofounded) that:
“Unlike Israel for example,
Lebanon does not face a
regional boycott, and we're
not isolated from supply

B The challenge is to avoid
finding ourselves as isolated
as Israel once was; keeping
our options open is our best
route forward.

routes to Europe”” Six years

later, Israel appears to be

less isolated than the minister thought.
The challenge is to avoid finding our-
selves as isolated as Israel once was;
keeping our options open is our best
route forward.

TROUBLESOME LOGISTICS

Another reaction to the EMGF an-
nouncement, expressed last month by
then-caretaker energy minister, Cesar
Abi Khalil, was to brush off the forum,
which has the potential to facilitate
the development and monetization of
the region’s resources. “Lebanon is not
worried about exporting its gas ... We
have many options to monetize our
resources,” Abi Khalil said in an inter-
view on LBCI on January 15, citing the
local market, the state’s share of pro-
duced hydrocarbons, and possible ex-
port routes. Lebanon, he said, could be
linked from the north to Turkey and
on to Europe through the Arab Gas
Pipeline (though the pipeline exten-
sion to Turkey through Syria is yet to
be built), and from the south to Egypt
and its LNG plants, via the Arab Gas
Pipeline as well. He also cited a third
export option, involving a possible off-
shore pipeline to Turkey.

the capacity of the infrastructure we
are eyeing. These are, in fact, the same
challenges that are present in almost
every country in the Eastern Medi-
terranean (save for Egypt), and which
largely motivated the institutionaliza-
tion of regional cooperation, under
the EMGE in an effort to overcome
these challenges.

Clearly, the announcement of the
East Mediterranean Gas Forum has
caused some confusion in Lebanon
as to how to deal with being left out
of this new regional configuration. It
is important to keep in mind that, if
there is an alignment, it is not directed
against Lebanon. More than any other
member state, Egypt has the possibil-
ity to reach out to Lebanon. Egypt is
the key player in this new configura-
tion, and, as an Arab country that
maintains close ties with Lebanon,
it can play an important role in reas-
suring the Lebanese about the project
while also seeking to strengthen pros-
pects for energy cooperation between
the two countries. #

Mona Sukkarieh is the cofounder of Middle
East Strategic Perspectives (http://www.mesp.
me), a Beirut-based political risk consultancy.
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By Mary Awad Menassa

Seeking climate consensus

The Paris Agreement machine, and its moving parts, are now a serious business

The Paris Agreement, adopted
in early 2016, aims to reduce the
global man-made emissions that
are trapping heat in the atmos-
phere, causing a cascade of ex-
treme weather events due to varia-
tions in temperature. The agreement
sought to keep the increase in global
average temperature well below 2
degrees Celsius, while attempting to
limit it to 1.5 degrees Celsius.

Global temperature increase will
alter climatic conditions differently
in every part of the globe. In Leba-
non, climate change will mean less
snow, more droughts, desertification,
reduced agricultural productivity, less
precipitation, and the re-emergence
of certain infectious diseases. Some of
these climatic events are already being
witnessed: flash floods interrupting
commutes, and hail as large as golf
balls breaking windows like a scene
from The Day After Tomorrow. To
ensure preparedness for these extreme
events, the Paris Agreement also man-
dates fast adaptation in order to in-
crease the resilience of communities.
For Lebanon, this translates into cul-
tivating resilient crops and improving
infrastructure to absorb high levels of
precipitation and increase protection
in the event of sea-level rise.

What does the fight against cli-
mate change look like today, three
years after the Paris Agreement was
adopted? The global system to lower
emissions is composed of bottom-
up national targets, called nationally
determined contributions (NDCs),
submitted by every country around
the world. The aggregate effort of
these targets is supposed to achieve
the Paris Agreement temperature

goal. The legal-bindingness of the
NDC kicks in with the ratification of
the Paris Agreement; 184 out of 197
countries have ratified, which shows
a strong global movement. However,
13 countries are still behind, and Leb-
anon is one of them.

MORE COMMITMENT NEEDED

For now, however, the NDCs,
which were submitted in 2015, will
not—if met—achieve the goal of
the agreement. Instead, the sum of
all NDC:s fails to meet the tempera-
ture goal, keeping the world on track
toward dangerous climate change.
The solution to this gap is an ambi-
tious update of the targets by 2020,
a notion very much present at the
24th Conference of Parties (COP
24), which included representatives
from each involved country and
took place in Katowice, Poland in

December 2018. Political dialogues
revolved around a call for action to
step up and contribute to the solu-
tion more seriously, which is likely
to remain the main topic of discus-
sion until 2020.

The two snowy weeks in Poland
also involved the conclusion of a three
year-long mandate to deliver the Par-
is Rulebook. If the Paris Agreement
was a machine, the rulebook would
constitute its operating instructions.
Consensus was reached for all coun-
tries to periodically and transparently
communicate NDCs, report on their
progress using the same set of guide-
lines, provide information on sup-
port, and establish a mechanism for
review. This is designed to improve
the accuracy and understanding of
the NDCs’ cumulative impact, which
will give the clear signal for countries
to further reduce their emissions.
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B The work toward
making Lebanon’s NDC
more ambitious has
been initiated and will
conclude by 2020.

Where does Lebanon stand in all
this? For now, it is on track. Lebanon
submitted its NDC in September
2015 after a group effort from line
ministries. The government pledged
to unconditionally reduce its emis-
sions by 15 percent by 2030, as well
as generating 15 percent of the power
and heat demand via renewable en-
ergy sources, and reducing the power
demand by 3 percent through energy
efficiency measures. Regarding ad-
aptation actions, Lebanon aims to
increase the resilience of forests and
crops by preventing forest fires and
establishing an early-warning sys-
tem for pests and climatic conditions.
Moreover, as a water-stressed coun-
try, Lebanon’s NDC prioritizes water
management. An inter-ministerial
committee responsible for the follow-
up of the NDC’s implementation,
linkages, and needs has been formed

and will start its work in 2019. When
it comes to reporting information re-
lated to climate efforts and impacts,
Lebanon has regularly submitted the
required information. One part of
the rulebook adopted in Katowice
updated the reporting guidelines by
which countries must abide, and will
come into effect in 2024. The Minis-
try of Environment is preparing itself
for the new guidelines with upcom-
ing projects that are heavily focused
on data, and its role in improving
decision and policy making. Moreo-
ver, the government signaled its NDC
update by 2020 in then-Prime Min-
ister-designate Saad Hariri’s speech
to the Virtual Summit of the Climate
Vulnerable Forum, of which Leba-
non is a member, in November 2018.
The work toward making Lebanon’s
NDC more ambitious has been initi-
ated and will conclude by 2020. Tak-
ing this process one step further, the
Ministry of Environment is drafting
Lebanon’s 2050 low emission devel-
opment strategy, to direct institutions
and the private sector toward low car-
bon solutions in the long-term.

Lebanon will heavily depend upon
international finance to implement its
NDC and build sustainable and resil-
ient infrastructure, institutions, and
economy. Climate change solutions
are day-to-day solutions: clean electri-
fication, efficient transport, readiness
to disasters, and resilient agriculture.
Strong financial support promises
from donors are not quite there, but
even so, Lebanon still has a long way
to go to absorb the upcoming sup-
port in order to implement its NDC
by 2030. Since Parliament received
the Paris Agreement ratification file in
August 2016, it took two years to get
the approval of three committees, and
it is still not on the general assembly’s
agenda to this day. The failure to ratify
swiftly will get in the way of receiving
support and could halt climate coordi-
nation and planning.

A CONCENTRATED EFFORT

Fighting climate change in Leba-
non requires the prioritization of cli-
mate issues, and for the links to sus-
tainable development to be visible to
the country’s leadership. Only once it
is realized at a high level that climate
change is a multiplier of Lebanon’s
challenges—be it geopolitical, eco-
nomic, or environmental—will it be
successfully mainstreamed in decision
making. Lebanese institutions are re-
questing international finance, but cli-
mate support is becoming contingent
on capacity retention in the Lebanese
administration, swift implementation,
and willingness to legally and institu-
tionally reform. Moreover, the invest-
ment risk for renewable energies is still
too high for the private sector to en-
gage with on its own. The bottom line
is that Lebanon needs to be ready to
absorb the received support in an ef-
ficient and transparent way.

The implementation issue holds
true for many countries; abiding by
the Paris Agreement and its rulebook
can only succeed with real, tangible
emissions reduction and adaptation to
the inevitable impacts. There are some
promising signs, for example, the price
drop for renewable energy technolo-
gies has facilitated market penetration,
and the clean energy share is growing.
Unfortunately, the solutions are still de-
veloping disproportionately to the in-
crease in the global level of emissions—
which in 2018 was at an all time high.

We face a deadline before cli-
mate change becomes irreversible,
and with each scientific report pub-
lished, that deadline is getting closer.
The infrastructure is there: a multi-
lateral agreement, country pledges,
and a deadline. However, the climate
change problem can only be truly
solved with strong political will from
every signatory state. ]

Mary Awad Menassa is a project assistant/
transparency expert in the climate change unit
at UNDP Lebanon
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Spirits industry

By Nabila Rahhal

(Not) drowning their sorrows

Spirit distributors discuss an overall challenging 2018
|

Although it is commonly be-
lieved that in hard times people
turn to alcohol to ease or forget
their problems, this does not seem
to have bheen the case this past year
in Lebanon. Despite all the issues the
country has faced, 2018 did not trans-
late into greatly increased sales for the
country’s spirit distributors.

In fact, Lebanese spirit distribu-
tors mainly complained about the
same challenges that were affecting
many industries in 2018, namely
low purchasing power among local
consumers and a decrease in high-
spending tourists.

GROWTH IN SPITE
OF EVERYTHING

While all distributors EXECUTIVE
spoke to reported some growth in
revenues from their spirits portfolio,
this gain was not achieved without
struggle. For Ziad Nacouzi, head of
the spirits distribution division at Neo
Comet KFF Food and Beverage, 2018
was a difficult year. “We invested a lot
[in marketing the brands] to reach
only a slight increase from 2017—a 2
to 5 percent increase, depending on
the spirit brand,” he says.

Some  distributors  acquired
brands or portfolios in 2018, and so

were able to achieve growth through
new avenues. Carlo Vincenti, the
owner of G. Vincenti & Sons, explains
that his company acquired the distri-
bution of several brands of premium
mixers (non-alcoholic drinks that
are added to spirits) and of Mancino,
a premium artisanal brand of ver-
mouth (a type of aged dry wine, typi-
cally mixed with gin). He explains
that these beverages strengthened his
company’s premium spirit brands,
as consumers wanted to enjoy their
high-quality spirits with a mixer of
the same caliber, rather than ruin the
taste with low-quality mixers.
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The business manager of Etablisse-
ments Antoine Massoud (EAM), Joe
Atik, says the company acquired the
Monin portfolio of beverages in August
2018. The portfolio’s products are used
as flavor enhancers in many cocktails,
which helped increase EAM’s margins
for the year. Atik adds that since Aperol,
which is distributed by EAM, was both
a global and local trend in 2018, the
company benefited in terms of growth
in its spirits division.

MOUNTAIN EXPANSIONS

EAM’s The Malt Gallery, a spe-
cialized liquor shop, opened a branch
in Fakra in August 2018. Atik says the
new Malt Gallery has been a success-
ful experience that they plan to ex-
pand further. “We have a very good
relationship with specialists, such as
cigar or liquor sellers, and we didn’t
come as competition, but to widen
the consumer base. Clients of The
Malt Gallery are limited in number,
but they are regular cus-
tomers, and they drive
value,” he explains.

Meanwhile, ~ Vin-
centis Cask and Barrel,
a showcase store for the
company’s spirits brands
with an extensive port-
folio of single malt whisky, opened
in Kfardebian in August. “It is a great
alternative because a lot of the chalet
owners or people who spend time
there struggle to source premium spir-
its, whether for their consumption or
for gifting at the many dinners and
house parties that happen there,” Vin-
centi says. These expansions helped
both distributors’ growth despite the
difficult year.

EMPTY STOOLS AT THE BAR

As Vincenti explains, the spirits
industry is dependent on the on-trade
(consumption of spirits in bars, res-
taurants, and clubs) and the off-trade
(purchasing of spirits from retailers),
both of which suffered in 2018.

In the on-trade, Vincenti says
they are witnessing an unprecedented
level of payment defaults. “We've had
some accounts that we've been work-
ing with for 20 years who have never
defaulted on a payment the way they
are now. This is really a big problem,
and it will be a bigger problem in 2019

B |n the on-trade, Vincenti
says they are witnessing
an unprecedented level of
payment defaults.

if we don’t get back the tourists with
high purchasing power and those who
go out and spend,” he explains.

In fact, all spirit distributors told
ExEcUTIVE that they have been suf-
fering from defaulted payments,
which has made them much more
cautious in choosing which hospital-
ity operators to work with. “Because
of the many defaults, we have limited
distribution by choice. You need to
know where and who to sell to, so
you know if you will be able to collect
your money or not,” Atik says.

Nacouzi, citing feedback from
pub and club owners, says that there
was a 20 to 22 percent decrease in
sales in the on-trade in 2018, as
compared to 2017, which makes the

struggle to keep up with payments
less surprising.

According to Samer Nassar, head
of marketing at beverage company
Diageo, high-spending tourists are
no longer coming to Lebanon in
the same numbers as before, which
is negatively affecting the on-trade.
“You see that the expensive Monaco
style clubs with the big formats are
fading away because of the decrease
in the number of high-spending
tourists—the Lebanese cannot alone
keep such clubs operational year
round,” he says, referencing, for ex-
ample, $1000 bottles of champagne
that came with fireworks and a team
of waiters when ordered.

Nassar also explains that the na-
ture of clubbing in Lebanon is chang-
ing. “Millennials prefer clubs with
DJs as the main focus. These clubs
[often] have no minimum charge, so
you only pay for what you consume,
which may be one glass at the bar,
he says. Both types of clubs gener-
ate profit, but in different ways, he
says. The luxurious clubs have more
turnover on premium brands and
spirits like champagne, which bring
more value, while the DJ style clubs
have a higher turnover in terms of
volume, where the more accessible
items, such as beer or straight drinks
are in demand.
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Nacouzi says consumption in
bars and clubs among locals has de-
creased, which also contributed to the
downward spiral of the on-trade in
2018. “The number of new clubs that
opened in the last few months of 2018
is not an indicator, because the con-
sumption per person in clubs and bars
has decreased from say, three years
ago. These days a group consumes one
bottle per table at a club, and then opts
for an additional individual drink be-
fore they leave the party;” he says.

“What we hear from our on-trade
clients is complaints about less turno-
ver of their spirits, meaning that while
it seems people are still going out, they
are consuming less in bars and res-
taurants,” Jeanine Ghosn, managing
director of Gabriel Bocti says, echoing
the views of other distributors.

WHEN LESS IS MORE

Meanwhile, the closure of major
supermarket chains (such as TSC and
several outlets of BouKhalil) in the past
18 months shook up the off-trade spir-
its distribution. “We are still waiting to
see how we can get our money. Collect-
ing receivables is what is most difficult
for us in this situation,” Ghosn explains.

The tough economic situation led
to what distributors called “price-cut-
ting wars” in the spirits sector, driven
by the country’s top supermarket
chains during the holiday period.

Spirits industry

Atik explains that traditionally during
December spirit distributors develop
gift boxes with added-value items,
such as free glasses or carafes, to en-
courage sales of their bottles. However,
in the past two years, as pur-
chasing power has been low,
consumers have been opting
for tactical promotions—
discounts—to save money.
Price cuts are most attractive
when applied to premium
spirits brands and Vincenti
says some brands of premium
Scotch whiskies were discounted up to
40 percent this past December.
Nacouzi says supermarkets still
benefit despite the price cuts. “If you
visited supermarkets during Decem-
ber, you would have seen 30 to 40 per-
cent price reductions on major spirits
brands,” he says. For supermarkets, it
attracts traffic because people come to
buy the discounted premium brands
of alcohol and end up buying other
products; the higher the traffic in a su-
permarket, the higher the probability
that people will buy other items, there-
by benefiting the supermarket”
Although distributors say such
price reductions negatively impact a
premium brand’s image, consumers
are unwilling to fork out big bucks for
their liquor anymore. “Price cutting is
harmful to our brands, but this is a re-
ality forced upon us by the consumer

that we have to deal with. People don’t
have money anymore, and they are
choosing accessible brands. Distribu-
tors and supermarkets also have their
bills to pay, and so they are forced to
do those price cuts,” Nassar explains.

NO MONEY FOR BOOZE

Some spirit distributors say that
as on-trade consumption decreases,
off-trade consumption is increasing,
as more people are now drinking at
home. “Home consumption in the
form of house parties is growing, and
we can feel that in our figures. Bar ca-
tering at private functions and wed-
dings is becoming a trend and that
helps grow off-trade consumption,”
Ghosn explains.

However, Vincenti notes that from
his experience, people are opting for
cheaper spirit brands for their home

consumption. “Domestic consum-

M “Price cutting is harmful
to our brands, but this is a
reality forced upon us by the
consumer that we have to
deal with.”

ers were very affected by a lowered
purchasing power—[in 2018] it was
felt more because the economic crisis
continued and so purchasing power
was even lower. We see that across all
FMCG divisions, not only spirits. They
are shopping more toward promotions
and are less loyal to brands. If we take
the whisky category, for example, there
was a big shift back toward the value-
for-money brands, which are the low-
er-end brands, and their market share
increased,” he explains.

The way 2019 has been going
so far, it seems the problems of low
domestic purchasing power and
the decrease in the numbers of high
spending tourists visiting Lebanon
will continue to plague the country’s
spirits distributors. They will have to
adapt and innovate to keep growing
their businesses. &
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Lebanese gins

By Nabila Rahhal

The juniper way

Meet four local gin producers
]

It was only a matter of time
before the Lebanese got into gin
production; as unexpected as that
sounds, it actually makes perfect
sense. The world is witnessing a “gin
boom” especially in the premium and
craft gin category, and, according to a
report produced by just-drinks.com
and the IWSR (International Wine and
Spirits Registry), global gin sales rose
by 7.4 percent between 2016 and 2017,
to just under 35 million cases. Gin is
forecast to be the second fastest-grow-
ing international category of liquor by
2021 (behind whisky), with this growth
driven by the premium categories, ac-
cording to the same report.

The Lebanese gin producers Ex-
ECUTIVE spoke with cite several rea-
sons for gin’s increasing popularity.
One, it is thought to contain the least
number of calories among the white
spirits (vodka, rum, tequila, gin)—an
advantage in today’s health-conscious
world. Another reason cited was that
the production of artisanal and craft
gin meshes well with consumers’ de-
mands for the authentic.

When it comes to spirits, Leba-
nese consumers tend to follow world-
wide trends, and spirit distributors
ExECUTIVE has spoken to confirm
that premium gin is indeed gaining
market share in Lebanon.

The main botanical needed to
produce gin—without which it can-
not be classified as gin—is juniper
berries (the seed of the evergreen
juniper tree). A species of juniper
trees, the Juniperus excelsa, known in
Arabic as lezzeb, grows in abundance
on the western and eastern slopes of
northern Mount Lebanon, and is one
of the main species of tree in Leba-
nese forests.

Put these two facts together and it
is no surprise that four Lebanese with
entrepreneurial minds decided to
get into gin production. EXECUTIVE
profiled these local gin producers to
learn more about their operations,
and the responses their gins have
been evoking.

GATA

Jamil Haddad, founder and brew-
er of Colonel Beer, says he announced
his intention to produce Lebanese gin
and vodka in 2016, during his ac-
ceptance speech for the BLC Brilliant
Lebanese Award.

| Ajnneer scRRIE
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M Spirit distributors
ExecuTive has spoken to
confirm that premium gin
is indeed gaining market
share in Lebanon.




Two and a half years later, to-
wards the end of November 2018, he
released a dry gin called Gata into
the Lebanese market. According to
Haddad, Gata is named after the story
of a queen who lived in a castle close
to Batroun’s Phoenician wall, and
who would escape through an under-
ground tunnel to go swimming in the
sea. “I wanted to name my gin after a
woman and have a female character
to go with it,” he says.

Two moments inspired the idea of
gin production for Haddad. The first
was identifying it as a trend while in
London: “Four years ago the trend of
gin distilleries boomed in London—
in the UK and the US the gin industry
is still booming like crazy.
These days the worldwide
trend for everything is in
the experience—gin is
the lowest calorific white
spirit, and at the same
time has good flavors and
different tastes”

The second moment was when,
on one of his hiking trips, Haddad
realized that Lebanon has an abun-
dance of juniper trees, with berries
ideal for gin production. Gin has a
certain character that appealed to
Haddad and, as he explains, he al-
ready had the brewery, so he decided
to go into distilling.

Right from the start, Haddad was
aiming to produce a gin that would
stand out worldwide, so he took his
time developing the project. The im-
ported bottles, for example, took five
months to arrive in Lebanon, while
it took one year to just receive the
still. “It is a custom made, high-end
still from Germany; he explains. “It’s
a very professional machine made of
European food-grade copper, since
copper is very good for distilling and
reduces oxidation. Even if it took a
year, I waited because I wanted the
best machine and the best ingredients
to have a consistently good product”

Haddad invested $460,000 into
his gin and vodka production, mainly

on the equipment, and says he plans
to return this investment in three to
four years.

While the equipment is im-
ported, the ingredients used are lo-
cally sourced. For the juniper berries,
Haddad works with the Mamlaket
El Lezzab organization in the Bekaa,
that plants juniper trees, harvests the
berries, and sells them on to him.
Other ingredients include: lavender,
which he buys from the same organi-
zation, lemons, which are common to
Batroun, and mint, which also grows
in abundance in Lebanon.

Haddad says he has the capacity
to produce 800 bottles of gin per day
but has not done so yet—he plans to

M “| ebanese, especially
the younger generation,
support local production
and so will support gin.”

increase production when he begins
to export. Since its launch at the end
of November, 3000 bottles of Gata gin
have been sold, each at a retail price
of $29. It can be found in several lig-
uor stores, including Aziz and The
Malt Gallery, as well as at the Colo-
nel brewery, and in several bars and
restaurants. Haddad is still biding his
time and says that come April he aims
to have Gata gin available across most
of Lebanon and begin his export plan.
Haddad sees a future for gin in
Lebanon. “Consumption per capita
of gin in Lebanon is increasing sig-
nificantly year-on-year, so this local
product will take the market share
of medium to high international gin,
since Lebanese gin is positioned as
such,” he says. “Lebanese, especially
the younger generation, support local
production and so will support gin”

JUN

For Maya Khattar and Chady
Naccour, the couple behind Jun, it all
started with their love of nature and

a “cheerful spirit” (their gin’s tagline).

The duo was working in advertis-
ing in Dubai, and would spend their
summers in Rechmaya, just above Aley,
where Khattar is from. Khattar’s family
owned a property in Rechmaya that
her grandparents once used as a small
silk factory. Following the civil war,
Khattar’s parents partially restored this
structure and used it as a storage facility
for the produce from their adjacent gar-
den. Khattar and Naccour would spend
many an enjoyable summer night with
friends and family in that space.

They eventually grew restless in
the fast-paced and hectic corporate
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world and longed to reconnect with
nature in Rechmaya. Khattar also
wanted to help her family manage
the garden, but knew that she and her
husband could not live off the pro-
duce alone. So they started thinking
about financially viable projects they
could develop in conjunction with
the garden. After crossing off several
options, they decided to enter the al-
cohol production business.

“We thought of wine, but there
are too many wineries in Lebanon
nowadays—same thing for arak,
which the villagers themselves pro-
duce as well;Khattar recalls.

The couple eventually opted for
gin production. “We decided on gin

Lebanese gins

ARTISANAL LEBANESE Gin
GROWN AND UTTLED (1 Nfrﬂﬂirg ;

because it is trendy and creative as a
product since you can come up with
several recipes. We already have a
garden in which we grow the botani-
cals we need for gin.
That way, we are ben-
efiting the garden and
benefiting ourselves,”
she explains.

The space gin
allows for creative
recipes suited Nac-
cour well since he had
studied in a culinary
school while living in Australia and
loves to work in the kitchen. Follow-
ing their decision, he took a course
on distillation in South Africa while

the couple was still living in Dubai.
At the same time, they were restoring
the property to eventually become
their artisanal distillery, complete
with a still they named Matilda, after
Khattar’s grandmother.

After several experimentations
with recipes and tastings, Khattar and
Naccour launched Jun online in June
last year and opened the distillery to
visitors that July. Jun’s name comes
from its main botanical juniper ber-
ries and also from its launch date, the
month in which Rechmaya comes
alive with music and cheerful energy.

Jun is an aromatic gin made out
of nine botanicals, which include Ju-
niperus excelsa berries, mastic, rose-
mary, orange, lemon, bay leaves, and
coriander—all of which are flavors
reminiscent of a traditional Leba-
nese kitchen, Khattar says. The cou-
ple sources their juniper berries from
a reserve in Hermel and handpicks
the rest of the botanicals from their
garden themselves. Only the corks in
Jun bottles are imported—the rest of
the equipment and ingredients are all
from Lebanon.

Khattar describes Jun as an artisa-
nal gin, explaining that they can pro-
duce 130 bottles per day and that they
do almost everything by hand, even
painting the bottom of the bottles.
They have sold 4,000 bottles since
their launch in June.

The couple invested $100,000
from their own funds but say they
have faith that they will return their
investment and more. “We were fi-

M “We decided on gin
because it is trendy and
creative as a product since
you can come up with
several recipes.”

nancially safe in Dubai in that we
were employed and so took a big risk
leaving everything behind to start
our own business, which was not a
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guaranteed success,” Khattar says.
“But we believe in it and we see a big
potential for gin in Lebanon and we
know how to grow it—we have our
vision” She notes that during the
summer they will have special events
on their premises—such as gin and
tonic nights or barbecues—to pro-
mote gin consumption in Lebanon

Jun is available on the Rechmaya
Distillery website, on 209 Lebanese
Wine’s online platform and in 29
liquor stores, restaurants, and bars
across Lebanon. It is sold for $23.30
everywhere except for the distill-
ery itself, where it is sold for $20
to encourage visitors to Rechmaya.
Khattar also notes proudly that it is
available to first-class passengers on
Middle East Airlines flights and in
the Cedar Lounge. “We are happy
with our clients who are very sup-
portive, especially since we are new-
comers to the industry, she says.
“Our story is inspiring in that we
came back to the village and are us-
ing our resources.”

The couple is planning to export
Jun starting in the MENA region, and
has already completed the required
paperwork to do so.

JUNIPIUM

The Riachi family has been in the
spirits and beverages business since
1839, and lately produced mainly
private label wines after their own
brand distribution was hindered
during the civil war. Ten years ago,
Roy Riachi, a member of the family’s
eighth generation, decided to revive
the family brand’s name, focusing on
wine and spirits production, includ-
ing arak, liquor, and honey whisky.

Riachi’s experience with the bev-
erage business through the family
trade, as well as his career as a res-
taurateur, familiarized him with the
trends in the spirits industry, so he
saw the potential for gin production.
“Gin is trending worldwide these
days, and in my work as a restaura-
teur I experienced the concept of the

gastropub, where gin was highly in
demand, especially for cocktails, so
the idea of producing gin came to
me then,” Riachi recounts.

He decided on the name Juni-
pium because of the juniper berries,
and also because of the phrase myste-
rium tremendum, which he translates
as “the great mystery.“[Junipium’s]
flavor profile is different from com-
mercial gins, and so it is mysterious.
It is very aromatic and has a potent
smell and taste, but yet is not harsh,”
he says.

Junipium’s main botanical is Ju-
niperus excelsa berries, which Ri-
achi says grow in abundance next to
the distillery in Khenchara, Metn.
Eleven other botanicals are used in
Junipium, including woodruff, ani-
seed, nutmeg, rosemary, cardamom,

W “[Junipium’s] flavor profile
is different from commercial
gins, and so it is mysterious.”

licorice, and basil. Riachi describes its
flavor as floral and unique.

Riachi’s investment was minimal
since he already had the still, thanks
to his plans for whisky production. He
uses a gooseneck still, the same kind
used to produce single malt whisky,
which he plans to launch next.

Junipium was launched into the
market in early October 2018. Al-
though Riachi has produced only
500 bottles to date, he says his opera-
tion is easily scalable, as the still can
produce a few thousand bottles per
batch. It is available on 209 Lebanese
Wine, on Riachi’s website, and in se-
lect liquor stores in Lebanon, where
it can be purchased for $25 a bottle.
Riachi is eying the export market for
Junipium, where he believes it will be
a success.
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M “Bathtub
gin is full of
flavor—it’s

not a dry gin
but a cross
between liqueur
and gin.”

THE THREE BROTHERS

It was only natural that the Malak
brothers, who tend bar and own and
operate seven bars across Lebanon,
would want to produce a spirit of their
own. “By the nature of our job as bar-
tenders, we drink on a daily basis, and
so we thought of producing a spirit that
we can drink dry and enjoy. We dis-
counted whisky because we had been
drinking it for 15 years, and thought of
gin, which we had been enjoying a lot
lately;” says Ralph Malak, one of the pro-
ducers of The Three Brothers.

Lebanese gins

Producing gin also came to the
brothers’ mind because, six years ago,
they had met a producer of bathtub gin.
Bathtub gin was originally an amateur
method of producing gin—through
a maceration (soaking) process—that
was popular during Prohibition era in
America, when alcohol was illegal. Ten
years ago, says Malak, some distilleries
revived this method of gin production
but in an ultra-premium way. “They
revived it because bathtub gin is full
of flavor—it’s not a dry gin but a cross
between liqueur and gin—and can be
drunk alone. There are only 10 distill-
eries worldwide that produce bathtub
gin, so we are filling the market for that,”
Malak explains, adding that many do
not know about this type of gin, and
thus he makes sure to share the history
of bathtub gin with the bartenders who
will be using Three Brothers, and to
train them on how to best serve it.

What sealed the deal for the broth-
ers, in parallel to their discovery of bath-
tub gin, was their finding out about the
abundance of juniper in Lebanon. They
chose to source their berries from the
Bekaa. “We saw it as an opportunity for

the landowners in the area, since they
were cutting the trees thinking there
was nothing they could do with them,”
Malak says.

Other than juniper, The Three
Brothers has 21 botanicals, including
dehydrated apples, rose, grapefruit
peel, cinnamon, and jujube (ennaab
in Arabic). Only the cinnamon is
imported, from India, the rest of the
botanicals are sourced locally. Each
botanical has a different soaking time,
but the maximum maceration time is
48 hours, after which the gin rests for a
month before it is charcoal filtered and
bottled, explains Malak. Everything
is done by hand, with a team of eight
people in production, making The
Three Brothers a craft gin.

The brothers experimented for
three years before they came up with
the recipe for The Three Brothers, and
Malak recalls that those experiments
started at his home using a 20 liter still
he typically used at the bar to create
drinks. Today they have a small distill-
ery in Smar Jbeil, Batroun, with a 100
liter still, and plans to get a 200 liter still
to replace it.

At first, says Malak, they planned to
produce small quantities to use in their
bars, but the response was so favorable
that they decided to increase produc-
tion. “People would taste it and ask for a
bottle, so did our bartender friends, and
then two companies,” he says. “We real-
ized that we are going big even though
we did not have enough production for
that, and so we decided to increase pro-
duction, although we will remain craft”
Each batch of The Three Brother pro-
duces 2,200 bottles, and Malak says the
second batch is almost depleted, mean-
ing they have sold almost 4,500 bottles
since its launch on May 5, 2018—inter-
national brothers’ day.

Because of their connections in
the spirits industry, distribution has
been fairly easy. The Three Brothers is
available at almost 100 points of sales,
between liquor stores, restaurants, and
bars, and costs $34 a bottle. Once they
have bottles available across all of Leba-
non, the plan is to export. E]
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Culinary destination

By Olga Habre

Gemmayze 2.0

New faces are cooking up a revival

Beirut’s traditional Gemmayze
quarter is witnessing a hospital-
ity renaissance. A quick walk (or a
slow drive) down the newly-paved
Rue Gouraud and its less popu-
lated cousin, the lower and paral-
lel Rue Pasteur, reveals a changing
landscape of restaurants and coffee
shops, design and art spaces, modern
boutiques, and offices—almost all of
them new faces, save for a handful of
Beirut institutions. Named after the
lush gemmayze (sycamore) trees that
once flourished there, the charming
streets are lined with the traditional,
low-rise architecture that now serves
these new establishments.

Older readers (and this writer) still
remember a nightlife boom in the area
in the early 2000s. Bars, restaurants, and
clubs mushroomed, causing nightmar-
ish traffic and tensions with neighbors
that eventually led to a migration to what
is today widely considered the heart
of Lebanons nightlife—Mar Mikhael.
With that, Gemmayze was downgraded
to a relatively sleepy little place with only
a few surviving bars—Torino Express,
Dragonfly, and, until very recently, Myu.

Myu was the first hospitality ven-
ue of Joe Mourani, who studied civil
engineering and went to culinary
school abroad before returning to his
homeland. He later opened the roof-

top lounge Stereokitchen and current
hotspot Ballroom Blitz, and owns
award-winning restaurants in Cali-
fornia. Myu was wildly successful,
iconic even—Mourani admits he did
not expect it to get as big as it became.
In 2018, after 12 years, it closed its
doors to make way for something en-
tirely different—an all-day cafe called
Standard. “Change is always hard. It
took me a while and was the hardest
thing for me to bring down Myu,” he
says. He did it simply because peo-
ple were not coming as much as they
had been. Gemmayze was no longer a
place to party, which is illustrative of
the general shift in the area.
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Bn esspresso bar

CAFFEINE CULTURE

The new breed of much quieter
concepts caters to local residents,
an array of artists and hipsters, and
foreigners looking for a traditional
side of Beirut to visit and post on In-
stagram. Omar Jheir, owner of Sip,
which faces the Saint Nicolas stair-
way, says millennials love not only
his good coffee and chill vibe but also
the Instagram-worthy aesthetic of the
rustic-chic interior of what was once
an upholstery shop.

Australian-born and bred, Jheir
was one of the first to bring special-
ty coffee, popular abroad, to Gem-
mayze, in 2017. He welcomes similar
coffee concepts in the neighborhood
as it creates the kind of coffee culture
he wants to nourish. Next door to Sip,
Jheir is opening a 12-room boutique
hotel aimed at a new breed of travel-
ers, as well as a ground-level mediter-
ranean restaurant and bar (the launch
is set for spring).

Also on the street is a specialty
coffee espresso bar called Bn—spelled
using a latin letter “B” and an Ara-
bic letter “N”—pronounced like the
Arabic word for coffee beans—benn.
Owner Nader Hamade also has a roas-
tery a few steps off Gouraud, where
coffee beans from various origins are
processed and packaged for sale in the
shop and other venues in the city.

Meanwhile, Mourani’s Standard
serves quality food, coffee, and drinks
with a side of Pink Floyd and other
classics, just audible enough to set the
tone for conversation. Both Standard
and Sip welcome dogs in their out-
door areas.

NEO-LEBANESE

Traditional flavors are still a
major ingredient in the Gemmayze
potluck. Among the new entrants is
Em Alj, a bakery with healthy, home-
made traditional options that also
accommodate dietary needs through
gluten-free saj bread. Em Ali, the
woman after whom the bakery is
named, began to sell her traditional
goods at local markets in Beirut
around 15 years ago and became so
popular that she essentially became
a brand. Businessman Rani Baraka,

who has F&B experience in the Gulf,
saw an opportunity, and together
they opened the bakery on Gouraud
in March 2018. He was not the only
one who saw potential —Em Ali had
been approached by several restau-
rateurs over the years, but settled on
Baraka because she felt comfortable
with him. Her children and sister also
work in the restaurant.

Further down Gouraud lies Zimi,
which means “dough” in Greek. The
white and blue Mediterranean eatery
has tables set around a large oven,
and offers Levantine, Greek, Italian,
Turkish, Spanish, and Serbian cui-
sine, with more to come. The shar-
ing concept focuses on making good
quality street food from around our
shared sea. With creative chef Bar-
bara Massaad at the helm, managing
partner Ali Daoud opened the ven-
ture in October last year.

ASIAN INVASION

Jheir, who lives in Gemmayze,
observes that walking down Gourad
recently has felt like being in China-
town. Asian food indeed seems to be
on the rise.

Mitsu-Ya, a sushi restaurant that
offers a traditional Japanese Omakase
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concept (a chef’s menu prepared by
one of the partners, Executive Chef
Mitsuteru Arai), continues to hold
its own on Gouraud five years after
opening. In fall 2018 the partners ex-
panded with two new ventures, both
within a 50 meter radius of Mitsu-Ya.
Ramen-Ya serves Japanese-style noo-
dle and soup dishes that are very pop-
ular abroad but not that
common in Lebanon. At
next-door Japanese grill
Yakiniku—also a new
concept in Lebanon—
special grills from Japan
were imported and in-
stalled into every table so
that customers can cook
their own meats and veg-
etables. Yakiniku is evidently popular
with families, as children and adults
alike love to get in on the action. Pri-
vate rooms are also available for more
intimate dining. The partners hope to
open yet another venue soon, also in
close vicinity.

Asian fast-food lovers, on the
other hand, flock for a quick bite to
Wok Box—a little noodle joint near
the middle of Gouraud.

One of the three owners of Elec-
tric Bing Sutt, Lynn Lin, is from
China. She came to Beirut a few years
ago as a tourist and took a photo on
Gemmayze’s Saint Nicholas stairs.

Little did she know she would eventu-
ally own a venue right next to where
that photo was taken. Business part-
ner and wife of Beirut’s “startender”
Jad Ballout, who regularly appears
in world top bartender lists, Lin ex-
plains that bing sutt in Cantonese lit-
erally means ice room. She jokes that
people are still confused about the

B One advantage of a
Gemmayze location is that
the spaces are generally
on the main street and
more visible.

name, calling it Electric Bing What?
The popular Hong Kong concept is an
Asian casual diner serving breakfast,
lunch, and dinner, as well as tea, cof-
fee, and drinks. She describes their
Beirut version as a modern, designer
take on that idea. With a large red
neon sign that spells out the name of
the bar in Chinese visible from the
street through large windows—which
also allow customers to connect with
the outside—and edgy decor, much
of which is imported from China,
the place is the first of its kind in the
market. It offers a fusion of Asian and
Lebanese flavors in unique cocktails
served in unusual vessels, like glass-
ware in the shape of fish tails, and a
selection of authentic Asian food.

INTERNATIONAL FLAVORS

Among other newcomers on the
streets are a few mexican restaurants—
El Mexicano and the newer Salud. Ver-
tical 33 wine bar, by a new Lebanese
winery, serves local vino with tapas.
Daoud credits the popular Swiss But-
ter, which serves hearty steak, chicken,
and salmon, with bringing more action
to Gemmayze. Meanwhile, Salted Bis-
tro centers around their various salts,
imported from around the world and
used in different dishes.

Bars are still open in the area, but
they keep it quiet outdoors. After a few
years in the game, Cyrano, on the Mar
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Mikhael end of Pasteur, is ever-packed
with regulars, even as storms rage and
Beirut floods. Though it opens dur-
ing the day, it is especially popular af-
ter sunset, with bartenders that have
the ability to make even basic gin and
tonics look impressive—they come
garnished with dried citrus fruits and
black peppercorns.

NOT THE REAL ESTATE

The big question is why this sud-
den revival? It seems it is not a drop
in rent prices. Everyone EXECUTIVE
spoke to for this article is renting
their establishments. Though no one
disclosed numbers, the rent does not
seem to be dropping. Daoud suggests
that, if anything, it is still on the rise.
The general consensus is that com-
mercial rent in Gemmayze is about
the same as it is in comparable areas,
like Mar Mikhael. One advantage of a
Gemmayze location is that the spaces
are generally on the main street and
more visible. The disadvantage, com-
pared to Mar Mikhael, is that there is
less footfall in Gemmayze. Everyone
agrees the problem with Gemmayze is
that there is a lack of available spaces
for rent—and the best ones go at a
premium.

Much of the real estate in Gem-
mayze is still owned by churches. A
few families own the rest. Patrick
Cochrane of Ashrafieh’s Sursock-

Standard all day cafeyust off Gouraud Street

Cochrane clan was one of the first
restauranteurs in the neighborhood,
opening Gauche Caviare and Cloud 9
during the original Gemmayze boom.
He still maintains Cougqley French
Bistro and other concepts there.

COMPETITION AND
KEEPING ‘EM COMING

Daoud was part of the manage-
ment at both Gauche Caviare and
Cloud 9, and opened Zimi where lat-
ter once stood. Having been in the
industry for 20 years, and witnessing
the transformations
of Gemmayze, he ob-
serves that when he
first got started in the
neighborhood there
were more clients,
mostly because there
were fewer places to
go. He expresses con-
cern that the flurry
of new establishments will result in
oversaturation.

Many people are curious to try
new concepts, Daoud says, but there
is such a frequency of new places
opening that it takes regular cus-
tomers quite some time to do the
rounds of trying new venues before
they come back. As such, it is harder
to stay busy. He says that since Zimi
is a new concept, people have now
tried it out of curiosity, but adds that

many will ultimately go back to their
comfort zones—to places they have
been going to for years. This is why,
for him, it is vital to cultivate relation-
ships with his clients.

All of the restaurateurs mention
that being affordable is also a relevant
factor for many clients these days,
as are quality and customer service.
Baraka serves late-night clients even
after the doors are technically closed
(experienced first-hand by this hun-
gry writer on a Friday night).

Change is also good, they all say. At

B Everyone agrees that the
problem with Gemmayze is
that there is a lack of available
spaces to rent—and the best
ones go at a premium,

Electric Bing Sutt, the menu has already
been updated once since the launch. Lin
says this is important given how quickly
the Lebanese get bored. Zimi is intro-
ducing new menu items this month.

The hospitality industry is also
about the experience. Electric Bing
Sutt is not only stocked with Asian
alcohols like Korean soju, Japanese
craft beers, and a selection of Asian
whiskies, but these are served tradi-
tionally to create an authentic experi-
ence. Lin says they tell clients stories
about the ingredients and serving
methods to give them a broader cul-
tural experience. In an effort to keep
clients on their toes, the venue is reg-
ularly hosting award-winning guest
bartenders, who add new flavors to
the repertoire.

For most of these F&B profes-
sionals, it is ultimately about offering
something unique to Beirut’s foodies.
It is hardly a secret that the Lebanese
love to jump on a bandwagon—sushi
has been the national trend in Leba-
non for a while. One of Mitsu-Yas
owners, Alain Beyrouthy, jokes that
even arguileh joints serve sushi now.
Lin says that during their first week of
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operations curious passers-by peered
in to ask if Electric Bing Sutt served
sushi and left scratching their heads
when they found out that it did not.
Also that first week, she walked in
one day to see “probably the entire
Asian community in Beirut” sitting
in her restaurant, after hearing some-
thing new had opened.

Perhaps Lebanon is now having a
broader Asian moment, but for Lin, it
is not really a moment. Her advice is
not to follow trends at all: “Do what
you believe in. You can copy recipes,
but you can’t steal the soul [of the res-
taurant]. ’'m Chinese —I cannot get
more Asian” Emphasising the need
for more authenticity, she reveals that
even though Electric Bing Sutt caters
to a hipster crowd, they “don’t have
anything with avocado—it’s not an
Asian [ingredient]”

DUDE, WHEREDOIPUT MY CAR?

Naturally, many customers live
and work in the area. Mourani,
whose family has lived in Gem-
mayze for years, emphasises the im-
portance of staying in harmony with
neighbors, recalling the backlash in
the early 2000s. For those coming
from outside the quarter, there is a
big parking issue.

Culinary destination

Some establishments offer valet
service as a solution, but everyone
agrees that the lack of parking spac-
es is one of the biggest challenges in
Gemmayze. Daoud observes, “Peo-
ple who come to Gemmayze come
to specific places, unlike in Mar
Mikhael, where you can just park and
go anywhere or bar
hop.” This has direct-
ly impacted his busi-
ness and forced him
to adapt: Zimi start-
ed with a no reserva-
tions policy but re-
alized clients prefer
to reserve, and the
restaurant has since
seen an improve-
ment in business. Beyrouthy, too, says
that their three venues attract clients
from outside the area—many people
specifically come to Gemmayze to eat
at these restaurants.

RESTAURANTS OVER BARS
Daoud remarks that the good
thing about restaurants—as opposed
to bars—is that they have a longer
life-span, provided they are man-
aged properly. This is good for busi-
ness because it makes sure the area
lives longer as a destination. Neigh-

bors do not have a problem with res-
taurants, as they are generally quiet,
and instead become loyal customers.

On the whole, Lebanons slow
economy is affecting business nega-
tively. Em Ali’s Baraka says it is in-
credibly unpredictable—there is no
pattern as to when and how many
clients show up. While Lin is realistic
about Lebanon’s economy, she also
mentions that every market has its
hardships. Lebanon’s challenges may
be different than those of China, but
this business is about navigating any
terrain. Affirming that Electric Bing
Sutt is here to stay, she says, “If you
offer good quality, value, and some-
thing new, it'll work?”

We have yet to see which of
Gemmayze’s new faces will be tough
enough to withstand the market of
picky Lebanese eaters with increas-
ingly lower purchasing power. Re-
gardless, it ignites some hope to see
the beautiful old neighborhood expe-
riencing this revival, with brand-new
concepts and revisited old favorites.
Daoud believes that the eclectic of-

B Daoud remarks that

the good thing about
restaurants—as opposed

to bars—is that they have a
longer life-span, provided they
are managed properly.

ferings in Gemmayze complement
each other and if new concepts and
cuisines continue to launch in Beirut
it can aid the economy and even put
Lebanon on the international map as
a culinary destination, rather than
just a nightlife hotspot.

There is, however, one thing that
still missing in Gemmayze, Em Ali’s
Baraka notes. For all the cuisines
represented, there is nowhere on
Gourand street that specializes in the
ultimate Lebanese street food: falafel.
Any takers? &

executive- zine.com




CAPITAL CONCEPT s.A.L

STRATEGY - FINANCE - GOVERNANCE

Registery of Commerce of Beirut 1004399 | Capital 30 000 000 LL. Fully Paid
Al Bourj Building, Martyrs” Square, Beirut Central District, Lebanon
Tel. + 9611991911 | Fax. + 961 1997 050 | E-mail. info@kconcept.biz



56

February 2019

BUSINESS ESSENTIALS

T. Gargour & Fils, the exclusive
and sole agent of Mercedes-Benz in
Lebanon, honored their employees
for another cycle of exceptional ef-
fort that helped maintain Mercedes-
Benz’'s number one position in the
luxury car market.

N Banque Libano-Francaise inno-
vated again and launched a FinTech
solution that allows its customers
to track their outgoing payments
through its user-friendly digital plat-
forms: e-banking and the My BLF
mobile app.

= Hyundai Motor Group unveiled

a video featuring the concept of an
electric vehicle wireless charging
system with the Automated Valet
Parking System. The system will offer
convenience to drivers who are faced
with overcrowding of both parking,
and charging locations, as electric
vehicle numbers grow steadily.

w BMW picked up two of the
world’s most coveted honors, with
the title of World Performance Car
going to the BMW M5 and the In-
ternational Engine of the Year award
going to the BMW i8 for the fourth
consecutive year.

u On the occasion of the launch of
its seventh annual Call for Propos-
als, the CMA CGM Corporate Foun-
dation announced that an excep-
tional budget of 180,000 euros will
be allocated to projects in France
(exclusively in the SUD region) and
in Lebanon working on the theme of
“Promoting access to education for
vulnerable children.”

w Banque Libano-Francaise and
AUB’s Issam Fares Institute for Pub-
lic Policy and International Affairs

Company Bulletin

partnered with the IHE Delft Institute
for Water Education and the Neth-
erlands’ Wageningen University and
Research and Ministry of Foreign
Affairs to launch the second edition
of the Climate Change Student
Competition for 2018-2019, under
the theme “Climate Change and
Water Scarcity, Exploring the Water-
Energy-Food Nexus.”

u Ipsos, the global player in the
research industry, has appointed
Yasser Omar as country manager
of its offices in Egypt, where it has
been operating since 2006.

u Banque Libano-Francaise

has implemented a new e-branch
concept in Mar Mikhael, aimed at
offering an optimized digital banking
experience to its clients and visitors
to the area.

u Devastation generated by the
latest storms across Lebanon have left
vulnerable children relocated and in
need of protection and warmth, espe-
cially refugee children. UNICEF, with
partners and in close coordination
with UNHCR, other UN agencies, and
the government, started an immediate
response to meet the needs of the af-
fected children and their families.

u The CMA CGM Group, a world-
wide leading shipping group,
announced that Rodolphe Saadé,
chairman and chief executive officer
of the CMA CGM Group, signed the
extension of the Ocean Alliance
cooperation until 2027.

u On January 19, the World Bank
Group and the governments of Leba-
non and Canada convened the first
high-level Mashreq Conference on
Women'’s Economic Empowerment.

Making its official debut on Jan-
uary 10 in one of Beirut’s historic
castles, the cult cream Augusti-
nus Bader, featuring the brand’s
patented Trigger Factor Complex,
was introduced by none other than
both founders—German professor
Augustinus Bader and business-
man Charles Rosier—in an event
attended by the country’s social and
media figures.

Despite the overall market hit-
ting a slump, with an 11 percent
decline in the total industry volume
and a 2.8 percent regression in
the luxury segment specifically,
INFINITI's sales grew by 13 percent
versus 2017.

w Byblos Bank and the European
Investment Bank have signed a loan
agreement under which 200 million
euros will be made available to
small- and medium-sized enterprises
and mid-cap companies in Lebanon.

™' The Nissan GT-R50 by ltalde-
sign—the ultimate expression of the
GT-R—made its Middle East debut
on January 28 at Dubai Autodrome,
as part of a global tour.

o CGI (Conseil et Gestion Immo-
biliére sal) organized a Christmas
Gathering on December 17, 2018,
for the purpose of showing a glimpse
of their luxurious residential project
Place Pasteur, in Gemmayze, Beirut.

o The EBRD is supporting impor-
tant infrastructure private public
partnerships projects in Jordan,
with the purchase of an indirect
equity stake in Airport International
Group, the concessionaire operating
Queen Alia International Airport in
Jordan.
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N Under the patronage of H.E.
Saad Hariri, represented by H.E.
Jammal Jarrah, caretaker minister of
telecommunications, Lebanon'’s first
Sustainable Digital Ecosystem Sum-
mit took place from January 22-24
at the MEA Training & Conferences
Center in Beirut.

w Pikasso announced that it has
acquired the assets of Parapub,
consisting of two walls, in Nahr

El Mott and Zalka, and six large
format rooftops, all of them located
on the most trafficked highway of
Greater Beirut, from Nahr EI Mott to
Antelias.

B Huawei Consumer Business
Group expanded its Intelligent Life
footprint and agenda with the launch
of its flagship Huawei Experience
Store in Beirut Souks. The inaugu-
ration was held in the presence of
Huawei’s executives, partners, and
key media figures, as it further dem-
onstrates the company’s commitment
toward its customers in the Levant.

u Following the 2016 partnership
between SGBL and Mastercard,
SGBL extended its cooperation with
its global payments technology part-
ner to the group’s affiliated compa-
nies, starting with Societe Generale
de Banque - Jordanie.

¥ vemac Ogilvy, the region’s
eminent creative communications
network, has named Samer Abboud
its new regional managing director
for Saudi Arabia, Lebanon, and Iraq.

o Under the patronage of the Mu-
nicipality of Beirut, and in collabora-
tion with the United Nations Informa-
tion Centre in Beirut, Junior Chamber
International-Lebanon is launching the

second phase of the “I Green Beirut”
initiative on Sunday, February 3.

u The Hyundai Kona and Kona
Electric CUV models were together
named the winners of the 2019
North American Utility Vehicle of
the Year by the North American Car,
Utility, and Truck of the Year auto-
motive media jury.

u Huawei has officially launched
its 5G multi-mode chipset Balong
5000—along with the first com-
mercial 5G device powered by it, the
Huawei 5G CPE Pro.

B A new poll conducted by Bayt.
com titled What Makes the Ideal
Manager in the Middle East, re-
vealed that a whopping 81 percent
of Middle East professionals choose
jobs based on the company’s man-
agement structure and style.

B |MPEX, the exclusive Chevrolet
dealer in Lebanon, announced the
arrival of the brand’s award-winning
electric car—the all-new 2019
Chevrolet Bolt EV—to the Lebanese
market during an event in its main
showroom in Badaro on January 23.

B The new Submersible Mike Horn
Edition, created by Panerai for its
most courageous ambassador, is not
only a tough, strong, reliable watch,
suitable for wearing during the

most challenging enterprises, but

it is also an instrument made using
innovative methods involving the
recycling of resources to protect our
planet and its oceans.

u The new Panerai Submersible
Chrono Guillaume Néry Edition

is a combination of performance,
strength, and reliability, resembeling

the inspiration behind this excep-
tionally durable watch.

An exciting new Italian story as-
sociated with the sea, with excellence
and with technical innovation, is
taking place thanks to the partnership
between Panerai and Luna Ressa, the
Challenger of Record team that a few
months ago was the first to challenge
the defender New Zealand for the
right to compete in the 36th edition
of the America’s Cup.

W The government of Finland reaf-
firmed its commitment to the most
vulnerable children living in Lebanon
by contributing an additional 3.7 mil-
lion euros to UNICEF’s No Lost Gener-
ation programme. The new grant will
provide girls and boys, aged 10 years
and older, access to protection, social
assistance, and education.

LG Electronics President and
CTO I.P. Park outlined the com-
pany’s vision for the future in his
CES 2019 keynote, titled “Al for an
Even Better Life,” on January 7 at
the MGM Park Theater in Las Vegas,
Nevada, USA. At CES, the world’s
premier consumer electronics show,
LG’s CTO outlined how the three
key pillars of artificial intelligence—
evolve, connect, and open—could
deliver a robust Al ecosystem with
diverse solutions for the real world.

w For the third time, GROHE, a
global brand for complete bathroom
solutions and kitchen fittings, has
successfully achieved a leading
position at the German Sustain-
ability Award in the category “Big
Companies,” making it one of the
top three of the “Most Sustainable
Big Companies in Germany.”
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Havas, one of the world’s largest
communication groups, appointed
Dany Naaman as its new CEO for
the Middle East effective February
1. Pierre Soued will be stepping
down from his current role as CEO of
Havas Middle East.

In support of education and
youth, BBAC, headed by its Chair-
man Sheikh Ghassan Assaf, and
Saint Joseph University led by
Professor Salim Daccache, signed a
Memorandum of Understanding to
establish a joint fund in the name of
late Sheikh Toufic Assaf, founder of
BBAC in 1956.

B The Nissan IMs, unveiled at the
2019 North American International
Auto Show, is a completely new
type of car—an “elevated sports
sedan” that takes advantage of the
packaging, platform, and powertrain
technology developed through Nis-
san Intelligent Mobility.

During the festive season, Pep-
siCo, the global food and Beverage
Company, dedicated a day to visit
Ecole Saint Charbel-Daroun in an ef-
fort to draw a smile on the children’s
faces, and as part of PepsiCo’s
social responsibility strategy.

Company Bulletin

fer of a wide-ranging, family-filled en-
tertainment platform with the release
of an all new SmartPack offering.

u Samsung Electronics Co., Ltd.
announced it will offer iTunes Mov-
ies and TV Shows and Apple AirPlay
2 support on 2019 Samsung Smart
TV models beginning this spring.

covering insurance, health, fitness,
and nutrition.

w LG Electronics is showcasing
its expanded XBOOM lineup at CES
2019. The innovative new products
are set to enthrall with superior
sound, unique features, and excep-
tional convenience.

u Nestlé laid out its broader vision
to achieve a waste-free future and
announced a series of specific ac-
tions toward meeting its April 2018
commitment to make 100 percent
of its packaging recyclable or reus-
able by 2025, with a particular
focus on avoiding plastic-waste.

L As part of its ongoing commit-
ment to help the highest number

of families in need in Lebanon,
#DafaCampaign in coordination with
Banque Misr Liban sal extended
their aid collection campaign due to
the harsh and severe winter condi-
tions that swept across the country.

In line with its commitment
to providing cutting-edge medical
treatment and technologies, the
American University of Beirut Medi-
cal Center performed the first lung
transplant surgery in Lebanon.

u LG Electronics defined the next
generation of televisions at CES
2019 with the introduction of the
world’s first rollable OLED TV. The
LG SIGNATURE OLED TV R (model
65R9) redefines the definition of
TV with a variable form factor only
made possible by the company’s
industry-leading OLED technology.

u Samsung Electronics Middle East
and North Africa announced a new of-

u To celebrate the launch of its
new timepieces, Montblanc invited
guests to reconnect with nature and
enjoy the pleasure of the outdoors
at Salon International de la Haute
Horlogerie in Geneva.

u GlobeMed, the leading Third
Party Administrator in the MENA
region, launched a new mobile
application, GlobeMed FIT, with
unique and personalized features

u On January 4, Hilton opened

the doors of the highly-anticipated
Hilton Beirut Downtown. The 158
guest-room hotel, which boasts a
prime location and panoramic views,
joins two other Hilton properties in
Lebanon.

u Hyundai’s Elevate ‘walking car’
concept has emerged as an automo-
tive highlight of the 2019 Consumer
Electronics Show in Las Vegas.

u Mastercard announced that it
is dropping its name from its iconic
brand mark in select contexts. The
interlocking red and yellow circles,
referred to as the Mastercard Sym-
bol, will now be used without the
name at retail locations both in the
physical and digital worlds, and at
major sponsorship properties.

|
Samsung Electronics Co., Ltd.
unveiled the next generation of its
award-winning Family Hub refrig-
erator, continuing to innovate and
redefine the refrigerator category.

N MIT Enterprise Forum Pan Arah
announced the 66 semifinalist
teams who will officially be competing
in the 12th edition of the Arab Startup
Competition, which will be held for the
first time in Beirut this year. &
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Events
| ORGANIZERS | CONTACT | WEBSITE
[ LEBANON
26-27 Feb WORLD EXCHANGE CONGRESS
Terrapinn Middle East +971 1 444 02500; enquiry.me@terrapinn.com  www.terrapinn.com
2-4 Apr LEBANON INTERNATIONAL OIL AND GAS SUMMIT
Global Event Partners +44 7850 025295; adagher@gep-events.com www.gep-events.com
9-11 Apr SOLID WASTE MANAGEMENT EXPO LEBANON
Lebanon Expo +961 76 785 855; info@lebanonexpo.com www.lebanonexpo.com
24-25 Apr THE ANNUAL ARAB BANKING CONFERENCE
Union of Arab Banks +961 1 377800; uab@uabonline.org www.uabonline.org
[louBAl
19-20 Feb BLOCKCHAIN APPLIED MIDDLE EAST FORUM
IQPC +030 20913 -274; info@igpc.de www.igpc.ae
19-20 Feb ANNUAL MIDDLE EAST ROBOTIC PROCESS AUTOMATION AND IA FORUM
IQPC +030 20913 -274; info@igpc.de www.igpc.ae
24-25 Feb SHRM TECH
Informa Middle East +971 4 407 2528; info-mea@informa.com www.informa-mea.com
25-26 Feb FUTURE ENTERTAINMENT FESTIVAL
IQPC +30 20913 -274; info@igpc.de www.igpc.ae
26-27 Feb MIDDLE EAST RAIL 2019
Terrapinn Middle East +971 1 444 02500; enquiry.me@terrapinn.com  www.terrapinn.com
4-5 Mar CONNECTED AIRCRAFT CONFERENCE
IQPC +030 20913 -274; info@igpc.de www.igpc.ae
6-7 Mar GLOBAL WOMEN LEADERS CONFERENCE
Datamatix Group +9714 - 332 6688; info@datamatixgroup.com www.datamatixgroup.com
12-13 Mar AIRFINANCE JOURNAL MIDDLE EAST
EuroMoney Seminars +44.20 7779 8349,; registrations@airfinancejournal.com www.euromoneyseminars.com
14-15 Mar INSURANCE INNOVATION SUMMIT

20-21 Mar

31 Mar - 2 Apr
9-10 Apr
10-11 Apr
14-18 Apr
14-15 Apr
15-16 Apr

16 - 17 Apr
21-25 Apr
23-24 Apr

28 Apr - 2 May

29 Apr - 1 May

Fleming +421 257 272 100; info@fleming.events

GCC HAPPINESS AND CUSTOMER CARE EXCELLENCE CONFERENCE
Datamatix Group +9714 - 332 6688; info@datamatixgroup.com

MARITIME SECURITY AND OFFSHORE PATROL WEEK
IQPC +030 20913 -274; info@iqpc.de

RETROFITTECH MENA SUMMIT AND AWARDS
ACM +971 4 361 4001; opportunities@acm-events.com

SEAMLESS MIDDLE EAST
Terrapinn Middle East 971 1 444 02500; enquiry.me@terrapinn.com

CERTIFIED BLOCKCHAIN PROFESSIONAL TRAINING
Fleming +421 257 272 100; info@fleming.events

ATD MIDDLE EAST
Informa Middle East

GLOBAL INFRASTRUCTURE CONGRESS

+971 4 407 2528; info-mea@informa.com

IQPC +030 20913 -274; info@igpc.de
MEGA CITY INFRASTRUCTURE WEEK
IQPC +030 20913 -274; info@igpc.de

GCC SMART GOVERNMENT AND SMART CITIES CONFERENCE
Datamatix Group +9714 - 332 6688; info@datamatixgroup.com

MIDDLE EAST INVESTMENT SUMMIT
Terrapinn Middle East +971 1 444 02500; enquiry.me@terrapinn.com

STRATEGY EXECUTION AND INNOVATION FORUM
Informa Middle East +971 4 407 2528; info-mea@informa.com

FUTURE PROCUREMENT LEADERS

IQPC +030 20913 -274; info@iqpc.de

www.fleming.events
www.datamatixgroup.com
www.igpc.ae
www.acm-events.com
www.terrapinn.com
www.fleming.events
www.informa-mea.com
www.igpc.ae
www.igpc.ae
www.datamatixgroup.com
www.terrapinn.com
www.informa-mea.com

www.igpc.ae
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| ORGANIZERS | CONTACT | WEBSITE
[ ABU DHABI

20-21 Feb MENA INVESTMENT CONGRESS

Informa Middle East +971 4 407 2528; info-mea@informa.com www.informa-mea.com
1-2 Apr GLOBAL FORUM FOR INNOVATIONS IN AGRICULTURE

One Communications and Marketing group  +971 2 234 8400; info@InnovationsInAgriculture.com  www.InnovationsInAgriculture.com
16-18 Apr CITYSCAPE ABU DHABI CONFERENCE

Informa Middle East +971 4 407 2528; info-mea@informa.com www.informaexhibitions.com
29-30 Apr THE DIGITAL TRANSFORMATION IN THE BANKING SECTOR

Union of Arab Banks +961 1 377800; uab@uabonline.org www.uabonline.org

Il SAUDI ARABIA

13-14 Feb CYBER DEFENSE SUMMIT
Naseba +971 4581 4300; prachid@naseba.com www.naseba.com
5-6 Mar SAUDI DOWNSTREAM FORUM
BME Events +2 02 2 5644116; info@bme-global.com www.thebmegroup.com
17-19 Mar SAUDI WATER FORUM
Exicon intl group +966 11 460 2332; info@exicon-specialist.com  www.exicon-specialist.com
23-24 Apr FUTURE WORKFORCE KSA
Informa Middle East +971 4 407 2528; info-mea@informa.com www.informa-mea.com
M EcYPT
2-3 Mar EGYPT INVESTMENT FORUM
Al lktissad Wal Aamal +961 1 740173/4;info@iktissad.com www.iktissadevents.com
28-30 Mar CHIEF RISK OFFICEERS IN ARAB BANKS FORUM
Union of Arab Banks +961 1 377800; uab@uabonline.org www.uabonline.org
17-18 Apr WATER DESALINATION CONFERENCE
Exicon intl Group +966 11 460 2332; info@exicon-specialist.com  www.exicon-specialist.com
B KuwaIT
18-21 Mar ANNUAL CRISIS AND RISK MANAGEMENT SUMMIT
1QPC +030 20913 -274; info@igpc.de www.igpc.ae
16-17 Apr THE NEW KUWAIT SUMMIT
Global Event Partners +44 7850 025295; adagher@gep-events.com www.gep-events.com
[l BAHRAIN
13-14 Feb THIRD ETHYLENE MIDDLE EAST TECHNOLOGY CONFERENCE AND EXHIBITION
UBM AEM +971 4427 0739; info@mee-events.com www.ethylene-me.com
18-21 Mar MIDDLE EAST OIL AND GAS SHOW AND CONFERENCE
Informa Middle East +971 4 407 2528; info-mea@informa.com www.informaexhibitions.com
I JoRDAN
5-6 Mar FINTECH INNOVATION AND THE FUTURE OF BANKING SERVICES
Union of Arab Banks +961 1 377800; uab@uabonline.org www.uabonline.org
| ORGANIZERS | CONTACT | WEBSITE
[ LEBANON
2-5 Apr HORECA LEBANON
Hospitality Services +961 1 480 081; info@hospitalityservices.com.Ib www.hospitalityservices.com.lb
10-13 Apr SMARTEX INNOVATION’S PLATFORM
MICE Lebanon +9611 384 791; charlie@micelebanon.com www.smartexlebanon.com
11-15 Apr E-MOTOR SHOW
e Ecosolutions +961 9 856565; info@e-motorshow.com www.e-motorshow.com
louBAl
5-7 Mar AGRAME
Informa Middle East +971 4 407 2528; info-mea@informa.com www.informaexhibitions.com
5-7 Mar MIDDLE EAST ELECTRICITY

Informa Middle East +971 4 407 2528; info-mea@informa.com www.informaexhibitions.com
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8-9 Apr MIDDLE EAST SPECIAL EVENT AND EXHIBITION SHOW
Informa Middle East +971 4 407 2528; info-mea@informa.com www.informaexhibitions.com
11-13 Apr MIDDLE EAST FILM AND COMIC CON
Informa Middle East +971 4 407 2528; info-mea@informa.com www.informaexhibitions.com
14-15 Apr ATD MIDDLE EAST
Informa Middle East +971 4 407 2528; info-mea@informa.com www.informa-mea.com
17-19 Apr GULF EDUCATION AND TRAINING EXHIBITION
Informa Middle East +971 4 407 2528; info-mea@informa.com www.informaexhibitions.com
[ ABU DHABI
5-6 Feb MOI INNOVATION AND FORESIGHT SUMMIT
Advanced Conferences & Meetings +971 4 563 1555; - ww.acm-events.com
25-26 Mar FUTURE LANDSCAPE AND PLAYSPACES ABU DHABI
Advanced Conferences & Meetings +971 4 563 1555; - ww.acm-events.com
25-27 Mar IBTM ARABIA
REED +971 2 4917615; info@reedexpo.ae www.reedexpo.com
9-10 Apr ANNUAL RETROFITTECH MENA SUMMIT AND AWARDS
Advanced Conferences & Meetings +971 4 563 1555; - ww.acm-events.com
16-18 Apr CITYSCAPE ABU DHABI
Informa Middle East +971 4 407 2528; info-mea@informa.com www.informaexhibitions.com
[ BAHRAIN
18-21 Mar MIDDLE EAST OIL AND GAS SHOW AND CONFERENCE
UBM +973 17 550033; fawzi.alshehabi@ubm.com www.meos19.com
23-25 Apr INTERIORS EXPO
Hilal Conferences & Exhibitions +973 17 299123; info@hilalce.com www.hilalce.com
MEGYPT
19-21 Mar EG MEDIA TECH
BME Events +2 02 2 5644116; info@bme-global.com www.thebmegroup.com
27-30 Mar CITYSCAPE EGYPT

Informa Middle East

31 Mar - 2 Apr AFRICA FOOD MANUFACTURING
Informa Middle East

+971 4 407 2528; info-mea@informa.com

+971 4 407 2528; info-mea@informa.com

www.informaexhibitions.com

www.informaexhibitions.com

[ SAUDI ARABIA

4-6 Feb DECOFAIR RIYADH
REED

+966 12 6682626; info@reedsunaidiexpo.com

www.reedexpo.com

26-28 Feb AUTOMECHANIKA
Al Harithy Exhibitions +966 2 654 6384; ace@aceexpos.com WWW.acexpos.com

18-21 Mar SAUDI BUILDING AND INTERIORS EXHIBITION
Al Harithy Exhibitions +966 2 654 6384; ace@aceexpos.com WWW.acexpos.com

26-29 Mar SAUDI FOOD, HOTEL AND HOSPITALITY
Al Harithy Exhibitions +966 2 654 6384; ace@aceexpos.com WWW.acexpos.com

5-7 Apr CITYSCAPE JEDDAH
Informa Middle East +971 4 407 2528; info-mea@informa.com www.informaexhibitions.com

14-16 Apr INTERSEC
Al Harithy Exhibitions +966 2 654 6384; ace@aceexpos.com WWW.aCcexpos.com

29-30 Apr KSA MANUFACTURING AND INDUSTRIAL TECH SHOW
Advanced Conferences & Meetings +971 4 563 1555; - ww.acm-events.com

M omaN

17-19 Mar COMEX - IT, TELECOM AND TECHNOLOGY SHOW
OITE +968 2465 6000; info@oite.com www.oite.com

15-17 Apr OMAN DOWNSTREAM

Oman Expo +968 24660124; info@omanexpo.com WWW.0manexpo.com

16-18 Apr GLOBAL HIGHER EDUCATION EXHIBITION AND CONFERENCE
OITE +968 2465 6000; info@oite.com www.oite.com

22-24 Apr OMAN ENERGY AND WATER
Oman Expo +968 24660124; info@omanexpo.com WWW.0manexpo.com

25-27 Apr OMAN REAL ESTATE EXPO
Oman Expo +968 24660124; info@omanexpo.com WWW.0manexpo.com
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© Children's Research Hospital.

WIN A
HOUSE

With $100, you can help the
Children’s Cancer Center of
Lebanon (CCCL) and get a
ticket to enter the draw and
win a 135sgm house in
Hazmieh developed by
Platinum Invest Holding.

Buy your tickets from:
- Any location

- Any A% branch
- CCCL offices in Beirut

- Online: homesweethope.org
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For more information: o
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LAST WORD

By Aya Majzoub
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Misplaced trust

Freedom of speech under threat in Lebanon

Through discussions with Leba-
nese citizens about the space for free
speech in the country, we have found
that many Lebanese say they take sol-
ace in the belief that despite the gov-
ernment’s failure to provide even the
most basic services, they at least are
free to say, write, and joke about their
predicaments, and criticize those they
think are responsible.

Then-Justice Minister Salim Jreis-
sati said in a February 2018 interview,
“We are proud that in this murky, de-
sert region that surrounds us when it
comes to freedoms, we are a country
of freedoms par excellence” But many
Lebanese citizens would be surprised
to discover that they could not only be
sued, but could be sent to jail for up to
three years for a Facebook comment.

Although Lebanons constitution
guarantees freedom of expression
“within the limits established by law;’
the Lebanese penal code criminalizes
defamation against public officials and
authorizes imprisonment for up to
one year in such cases. It also author-
izes imprisonment for up to two years
for insulting the president, flag, or na-
tional emblem. The military code of
justice criminalizes insulting the flag
or army, an offense punishable by up to
three years in prison. Other laws outlaw
speech deemed insulting to religion or
speech that incites sectarianism.

In recent years, there have been
alarming developments in the use of
these laws, with scores of people arrest-
ed, interrogated, detained, and pros-
ecuted for peaceful speech, particularly
social media posts. SKeyes recorded
more than 90 prosecutions against
journalists, artists, and activists since
October 2016, with 62 in 2018 alone.

According to digital rights group
Social Media Exchange (SMEX), the
number of cases brought over online
posts more than quadrupled between
2017 and 2018. In 2018, SMEX re-
corded at least 38 cases, with the ma-
jority over posts critical of politicians,
security agencies, or the president—an
increase from 11 cases in 2017 and five
in 2016. Human Rights Watch has
documented several other cases over
defamatory speech in traditional me-
dia forums, including television shows
and conferences.

In the latest instance, on January 9,
then-caretaker economy minister, Raed
Khoury, filed a criminal defamation
lawsuit against Bechara Asmar, head
of the General Confederation of Leba-
nese Workers, for comments accusing
the minister of corruption. Asmar was
called in for interrogation by the Inter-
nal Security Forces' Cyber Crime and
Intellectual Property Bureau.

On November 21, State Security
summoned and arrested Abdel Hafez
al-Houlani, a correspondent for the
Syrian opposition news website Zaman
al-Wasl, following the publication of
an article alleging 20 pregnant Syrian
women living in Arsal had miscarried
after drinking polluted water. Al-Hou-
lani was held for three weeks and re-
ferred to a court on charges of “inciting
sectarianism.” The court only released
him after he paid a $700 fine, and the
website published a clarification that
his article did not accuse any Lebanese
party of responsibility.

However, it is not only public fig-
ures and journalists who are vulner-
able to prosecution. On June 19, Army
Intelligence brought in a 15-year-old
boy, Youssef Abdullah for questioning,

over the dissemination of a photo on
WhatsApp allegedly mocking Presi-
dent Michel Aoun. Abdullah was re-
leased the next day after signing a
pledge promising to refrain from in-
sulting the president.

A particularly troubling trend is
that people summoned for questioning
by security agencies often are not told
why they are summoned. Asmar says
he was not given a reason for his sum-
mons to the Cyber Crimes Bureau, and
Houlani says State Security held him
for several days without informing him
of the charges against him.

Further, interrogating agencies are
taking measures against people accused
of defamation prior to them being
brought before a court, violating their
right to due process and their right to
free speech. Several of those detained
have reported that during their initial
questioning they were pressured to sign
pledges promising not to write defama-
tory content about the accuser again
or to remove their offending tweets or
Facebook posts.

Lebanon’s courts rarely issue prison
sentences for peaceful speech (which
does not incite to violence)—except
in absentia. But the use of pre-trial de-
tention and lengthy trials have had a
chilling effect on freedom of speech, as
many journalists and activists now say
they self-censor to avoid charges.

The laws that criminalize peaceful
criticism of politicians are incompat-
ible with Lebanon’s obligations under
international law. Parliament should
ensure that freedom of expression is
upheld, including by clearly defining
what constitutes “libel;” “defamation,”
and “insult and repealing laws that
criminalize criticism of authorities or
national symbols. &

AYA MAJZOUB is the Lebanon researcher at
Human Rights Watch.
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You see a bride playing a sonata.

At Fidus,
we see John Lennon’s USD 2.1 million
“Imagine” piano.

We know a good investment when we see one
Private Wealth Management - Trading and Capital Markers - Funds & Structured Products Advisory 1 | I S

+961.1.990600 - www.fidus.com.Ib WEALTH MANAGEMENT



The power of attraction

LEVANTE x
STARTING FROM $113,000* \ {
~ -
G. BAZERJI & FILS sAL.
DORA HIGHWAY, JISR AREA, TANNOUS TOWER, +961 1 263111 M A S E R AT I
LEBANON.MASERATI.COM THE ABSOLUTE OPPOSITE OF ORDINARY

*EXCLUDING VAT

LEVANTE S — ENGINE: V6 60° 2979 CM?* — MAX POWER: 430 HP AT 5750 RPM — MAX TORQUE: 580 NM AT 2000-4750 RPM — MAX SPEED: 264 KM/H — 0-100 KM/H ACCELERATION: 5.2 SECS — FUEL CONSUMPTION
(COMBINED CYCLE): 11.8-12.2 /100 KM — CO, EMISSIONS (COMBINED CYCLE): 273-282 G/KM. THE DATA MAY NOT REFER TO THE MODEL REPRESENTED.
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