www.executive-magazine.com

EHeG

]



$35,000:

[ 7

YOU CAN PAY IN LBP b’ =
CHEVROLET
chevrolet.impex.com.lb gadaro - Tel: (01) 615715 | LIMPEX




February 2020

EDITORIAL

#243

" Look to the people

If anything is bankrupt in this country, it is the establishment. Their incompetence
is so vulgar and obvious that there is nothing they could do to convince us overwise.

The verdict is out, they know it, everyone knows it—locally, regionally, and interna-
tionally. We are all watching them clinging to the power they still think they have, and
that they will cling onto until their last breath—at the expense of what little patience
we have left. As the establishment tries to paddle on the back of its new government
the distance keeps growing further. The disconnect is terminal.

The awakening we have witnessed through these past few months of protest has
brought forth engaged and intelligent young men and women who understand the con-
cepts of sovereignty, purpose, independence, productivity, and efficiency. Lebanon is
full of potential, potential that can only be reached once we free ourselves from those
local and international inhibitors who have been busy extracting our wealth of knowl-
edge, talent, and creativity for their own benefits and agenda.

We don’t necessarily have to agree with any of the economic rescue plans discussed
in this issue. The mere fact they exist is proof that Lebanese at home and among the
diaspora are a pool of talent more than capable of reviving the hope of the new country
to which we aspire. One that will allow us to believe in a future for Lebanon free of our
past mistakes.

Meanwhile, as new geopolitical cards have been dealt, we have to be vigilant. This
vacuum is convenient to those who thrive during uncertainty. They expand their control
and strengthen their grip in an effort to drag us to positions that suit them. One that will
increasingly undermine our sovereignty and weaken our markets.

The divergence between these awakened reformists and the befuddled establish-
ment cannot endure much longer. Lebanon is in desperate need of change—fundamen-
tal and long lasting.

This change will come. Look to its people, through them Lebanon will have a future

worth fighting for.
T L wme (< YaluaT
— —_—
I |

Yasser Akkaoui
Editor-in-chief
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LAST MONTH

ZO0OM IN

Former Renault-
Nissan CEO Carlos
Ghosn gestures as

he addresses a large
crowd of journalists
on his reasons for
dodging trial in Japan,
where he is accused of
financial misconduct,
at the Lebanese Press
Syndicate in Beirut on
January 8.

Ex-Nissan chief Carlos Ghosn
flees Japan for Lebanon

On December 30, local media reported that Brazil-
ian-born Carlos Ghosn, who holds both Lebanese
and French passports, had arrived at Beirut’s air-
port via private plane from Turkey. It was initially
unclear how Ghosn had traveled to the country; as
he had been under strict bail conditions in Japan
where he was awaiting trial on accusations of fi-
nancial malfeasance while head of Nissan. It soon
emerged that Ghosn had fled Japan through an
elaborate extradition involving being smuggled out
the country in a concert equipment case. In a press
conference held on January 8 in Beirut, Ghosn ac-
cused the Japanese justice system of being “rigged”
and said he was the victim of a corporate coup. An
arrest warrant was issued by Japan for Ghosn on
January 30, however, the country does not have an
extradition treaty with Lebanon.

Soleimani assassinated
by the US in Baghdad

On January 3, the US assassinated Qassem
Soleimani, commander of the Quds Force in
the Iranian Revolutionary Guard Corps along

with head of the Iraqi Popular Mobilization Forces
(PMF), Abu Mahdi al-Muhandis, and three other
PMF members. Soleimani was killed by a US drone
strike near the Baghdad International Airport. The
US attempted to justify the assassination in light of
an “imminent threat” to American lives, but failed
to provide evidence to back this claim. The move
was widely condemned by international actors as
unlawful—with the exception of the UK. Agnes
Callamard, the UN special rapporteur on extraju-
dicial killing said the assassinations were a viola-
tion of international human rights law. Speaking
on January 5, Hezbollah Secretary General Hassan
Nasrallah said that US military in the region were
now targets, but underlined this did not extend to
US civilians. On January 8, the Iranians responded
to the assassination by launching ballistic missiles
at two US bases in Iraq, with no fatalities. On Janu-
ary 11, Iran admitted to unintentionally shooting
down a commercial flight bound for Ukraine dur-
ing their military response, which resulted in the
deaths of all 176 people on board.

Lebanon protests turn violent

The Lebanese uprising took a violent turn on
January 14, after protesters—frustrated with
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LAST MONTH

QUOTE OF THE MONTH

“We're not allowed to have friends
like that when we are in government.”

Dutch Foreign Trade Minister Sigrid Kaag, commenting on former Lebanese Foriegn
Minister Gebran Bassil saying he arrived in Davos via a private plane offered to him
by friends, during a panel at the World Economic Forum on January 23.

slow progress toward government formation
amid an ongoing financial meltdown—de-
clared a “Week of Rage” That evening, riot po-
lice clashed with protesters outside the central
bank and an hours-long street battle resulted in
the arrests of 59 protesters. The following day,
there were violent clashes between riot police
and protesters outside the Helou barracks,
where those arrested had been taken. During
these clashes several members of the press were
beaten, some arrested (see Last Word page 48).
Then interior minister Raya el-Hassan apolo-
gized for the violence against the press, but
said officers were under extreme stress. On
January 18, riot police clashed with hundreds
of protesters in Downtown, deploying tear gas,
rubber bullets, and water canons. More than
80 people were hospitalized and 140 treated at
the scene, according to the Red Cross. Amnesty
International and Human Rights Watch con-
demned the police for excessive use of force.
Violent clashes were seen again January 19.

Diab forms a new government

On January 21, Prime Minister-designate Has-
san Diab formed a new Council of Ministers,
33 days after his designation and 84 days after
the resignation of former Prime Minister Saad
Hariri’s government in response to the Octo-
ber 17 revolution. In order to shave down from
the previous 30-member cabinet to 20, several
portfolios were combined under one minister:
OMSAR was paired with environment, social
affairs with tourism, and agriculture with cul-
ture. While protesters had called for the forma-

tion of an independent, technocratic cabinet,
government formation was delayed by the usual
wrangling between parties. In the end, the Free
Patriotic Movement of Gebran Bassil emerged
with the largest share, with the defense, foreign
affairs, energy, justice, economy, and displaced
portfolios. Tashnag took youth and sports, the
Lebanese Democratic Party took information
and social affairs/tourism, the Consultative
Gathering took telecoms, the Marada Move-
ment took public works and labor, Hezbollah
took health and industry, the Amal Movement
took finance and agriculture/culture, and the
PM appointed interior, education, and environ-
ment/OMSAR.

Parliament passes
the 2020 budget

On January 27, Parliament adopted the 2020
budget, despite strong opposition in the streets.
The budget, which was endorsed by the previ-
ous cabinet, was controversially adopted prior
to a parliamentary vote of confidence on the
new government of PM Hassan Diab. It passed
by majority, with only 70 of the 128 ministers
in attendance. The 2020 budget aims to reduce
the deficit to around 7 percent of GDP, as-
suming no contraction in GDP in 2020 (see
comment page 26). Scuflles broke out between
those protesting the budget and security forc-
es after some attempted to push past barbed
wire cordons. According to the Red Cross,
eight protesters were taken to the hospital
for injuries and 19 were treated on the scene.

Eleven protesters were arrested and released
the next day. &
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LEADERS

. GOVERNMENT

Questions of
legitimacy and need

A new government is formed

Lebanon has a new Council of
Ministers. This is, from one perspec-
tive, a clear and present improve-
ment. Having a government as a
sovereign state is an absolute and
total prerequisite to function as a
country in the global concert of na-
tions. In this sense, the serial failures
of Lebanon to swiftly move and em-
power new governments have been
a harmful systemic factor. In 2020,
however, any repetition of the mis-
take of dismissing the importance
of a government or revolting against
the idea of political authority while
striving for systemic change could be
fatal for Lebanon.

Does the designation of Hassan
Diab and the new government meet
the demands of the thawra (revolu-
tion)? The answer is a resounding no.
Cabinet formation was not independ-
ent from the embedded wrangling of
power factions. The 33 days it took
to form—and the 84 days without a
government in a time of national eco-
nomic crisis—are a testament to that.

Questions of legitimacy aside,
this government must now tackle the
immediate emergency of Lebanon’s
financial crisis.

In the minds of EXECUTIVE edi-
tors, there is actually no full confi-
dence that this government will be
able to achieve this highly challeng-
ing task and live up to the economic
rescue needs that are to the greatest
part the outcome of past mismanage-
ment of the political economy and the
failure to navigate regional circum-
stances and global policy challenges.
However, EXECUTIVE editors are fully
affirmative that no economic rescue
for Lebanon can be mounted without
a government.

Without a baseline rescue, nei-
ther a revival of economic growth
nor a sustainable level of basic social
security are in reach for an unpredict-
able number of years. Consequently,
also no valid, peaceful, and sustainable
new social and political contract can
be achieved, if Lebanon fails to mount
an economic self-rescue with the aid
and supportive infusion of policy dis-
cipline from the international commu-
nity. Therefore, we call for the govern-
ment to be empowered—but watched
at all times, and prodded by society
toward longer-term implementation
of due systemic innovations.

CONSTANT VIGILANCE

Furthermore, we see that this dy-
namic mandates to engineer a transi-
tion from ministries as token castles
under secto-political fiefdoms to
mission-oriented and topically driven
ministries whose importance is de-
termined by the changing needs of
the entire polity. This means, in turn,
that many ministries, which have
crucial functions for social develop-
ment, longer-term economic growth,
and the improvement of living condi-
tions for all Lebanese (e.g., ministries
covering needs from health, culture,
social affairs, labor, and education to
ministries entrusted with urban plan-
ning, transport, agriculture, industry,
digital transformation, and tourism)
are not the ministries that warrant
most scrutiny in the immediate term.
Scrutinizing and reforming these
ministries will be a priority in the
mid-term—if the Diab government
lasts that long.

For many Lebanese citizens—in-
cluding notable priorities by members
of the wider EXECUTIVE team—the
ministries of justice, interior, and de-
fense have vital roles that warrant the
people’s near-term attention, a fact
that, in our views, obliges the respec-
tive ministers to improve their inter-
action with the public and become
highly accountable.

The ministries that are the front-
line wardens of any economic rescue
efforts with international involvement,
however, are, in the immediate term,
and besides the prime minister’s office,
the ministries of finance, foreign af-
fairs, and—with some lag—economy.

Noting the need for a salvation
without individual savior—which in
2020 is a clearer and different under-
standing of the national need than
what existed three decades ago at the
start of the Hariri years—the current
priorities for EXECUTIVE editors are to
have a government, to understand that
not all ministerial portfolios in this
government are created equal, as some
are existential for economic survival,
and to pursue the priorities that need
to be met.

In a sane country with a high-effi-
ciency government, there are as many
ministries as needed and their num-
ber is infrequently adjusted accord-
ing to foreseeable needs of the polity.
Rational design of ministerial portfo-
lios, by contrast, has not been the case
in most, if not all, of the more than
60 Lebanese governments of the past
77 years. Certainly, during the last 30
years, responsibilities and distribution
of line ministries and minister or state
positions were determined in power
allocation contests.

To depart from this unproduc-
tive past, today’s practical route toward
having an efficient government should,
in EXECUTIVE's opinion, start with un-
derstanding the priority needs of the
country and emphasizing on the min-
istries that can fulfill these needs, in-
stead of arguing over the technocratic
qualifications or hopefully incorrupt-
ible characters of ministerial position
holders that have a substantial chance
at disappearing from the political re-
sponsibility scene without having made
deep impact—as can be the case in
governments elsewhere.

Given the primacy of economic
rescue, and the indispensability of a gov-
ernment for dealing with international
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rescue partners, EXECUTIVE vows that
it will maintain scrutiny on actions by
the ministries that deal with these mat-
ters. We further call upon the advocates
of sustainable change and thawra stake-

W R

Reflections

on a revolution
100 days of uprising

When crowds began to gather
in Downtown Beirut on that fate-
ful evening on October 17, 2019,
few could have predicted that, a 100
plus days later, Lebanon would be
still in the furrows of a revolt with
almost daily protests across the na-
tion, several clashes between pro-
testers and party shabeeha, and with
riot police—and road closures, not as
common but still very much in the
protesters’ arsenal.

It is a testimony to the determina-
tion of the Lebanese and their unre-
lenting hope for a better tomorrow—
namely to live in a country where their
basic rights are guaranteed—that the
thawra is still alive and kicking.

Over the course of its 100 days
lifespan, Lebanon’s revolution has
achieved a lot of which to be proud.
Those successes include: the resig-
nation of then-Prime Minister Saad
Hariri’s cabinet; the cancellation
of the November 19 parliamentary
session with a controversial general
amnesty law on the agenda; the peo-
ple’s Independence Day parade on
November 22, when thousands of
Lebanese gathered for a real celebra-
tion of their country; and the victory
of independent candidate Melhem
Khalaf in the Beirut Bar Associa-
tion’s presidential election. Most im-
portantly, the uprising has allowed a
large percentage of Lebanese from
all parties and sects to transcend
their narrow political beliefs and
awaken to their power to hold any
corrupt politician accountable.

holders in the fight against governmen-
tal waste, inaction, and corruption to ex-
ert top scrutiny on every minute action
by those currently crucial ministries and
hold off from wasting time on moves

But the thawra has also had some
disappointments, especially in this
new year. Against the objections of
many protesters, Prime Minister Has-
san Diabs Council of Ministers was
formed (see leader page 10) and the
2020 budget was passed by Parlia-
ment (see comment page 26), despite
questions over its constitutionality.
Police brutality was on the increase in
January (see Last Word page 48), and
there are very real efforts by both this
government and the previous care-
taker one to quell the demonstrations.
Rumors that the uprising has been
funded or hijacked by those who don't
have the revolution’s interests and pri-
orities at heart abound, and indeed
are sometimes true—although the
vast majority of protestors remain the
same sincere and committed group
as day one. Thawra fatigue is also a
threat as a growing number of peo-
ple who are disheartened by the latest
events and fearful for their economic
future—a fear that underpins the cau-
tious decision by many to give Diab’s
government a chance to address the
financial crisis.

This coming period is therefore
critical for Lebanon’s uprising and
is its most difficult test yet. Protest-
ers survived the first four months on
an adrenaline rush of accomplish-
ments and unity, but the next phase
won't be as easy. Lebanon’s protesters
must not lose hope, and must remind
themselves of their accomplishments
and their power to effect change
through persistence.

They should also keep in mind
their core demands have not changed.
The first, the resignation of Hariris
government, was achieved early. The
second, for a small, transitional cabi-
net of independent technocrats was
not, and protests continue against

criticizing the government generically
or re-uttering demands that cannot in
practice be tackled while the country
economically is under the current ex-
treme duress.

Diabs government. In EXECUTIVE’S
view, however, it is advisable that pro-
testers save their energy for their final
demand: a new electoral law and early
parliamentary elections.

While Diabs government leaves
a lot to be desired, working toward
its resignation would only waste time
that we no longer have. Protestors can-
not entrust the same people they deem
corrupt to form a government that
does not look like them. They have al-
ready failed to do so once, and there
is no reason to believe they would do
better the second time around. Leba-
nese should instead continue to call
and pressure for early parliamentary
elections under a law that would en-
sure fair representation. It is then that
they can put their money where their
mouth is and run for elections or vote
in parliamentarians that truly repre-
sent their voices. Changing the system
from within has proven the world over
to be more effective than overthrow-
ing it without providing alternatives,
and so this is where the next phase of
the thawra should be heading.

The road to a successful revolu-
tion is a long and winding one. Things
don’t need to look the way they did on
day one or even day 50 for them to still
be on track. Contrary to the views of
some, the revolution is not weakening
because it is not manifesting itself in
daily protests and road closures as it
did in the first week. While protesters
know they will always have these very
effective tools in their box, it is ok for
them to decide to monitor the situa-
tion and use them only when needed.
It is also perfectly acceptable, even
necessary, for some of them to choose
to work within the system, pushing
for parliamentary elections, and then
legislating for a Lebanon where all citi-
zens can live with dignity. ®
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Economic rescue

12

By Thomas Schellen

Great advice with side effects of confusion

Experts tackle Lebanon’s dilemmas with a plethora of rescue plans
]

IN BRIEF

The implications of Lebanon’s current fiscal crisis are grave, but not fated to
be devastating.

Economic rescue plans circulating remain in the pro-private and neo-liberal
economic modes of thought.

As a result, there is a reassuring amount of overlap but little efforts to
explore solutions outside these paradigms.

At the beginning of 2020, Leba-
non’s socio-political landscape lay
in mental chaos. Void as hefore
the first day of a creation process.
The most elusive sight was solid eco-
nomic ground and a stable future.
From the lira exchange rate in the
parallel market and inflation of con-
sumer prices to the vapid statements
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of political intent for government for-
mation plus the correlated vain me-
dia speculations, everything looked
unhappily fluid. Even the weather
fell in line, with an overload of cold,
drenching rain that extended over
the New Year into the second week
of January.

To add to it, the thawra (revolu-
tion)—by early January appearing
increasingly amorphous to the ob-
server—seemed to vacillate in wild
contradictions between justified po-
litical outrage on one day, a destruc-
tionist approach to, admittedly easily
criticized, political efforts the second,
and violent rioting in apparently in-
stigated attempts to smash civil peace
on the third.

The most solid prospects at hand
in the middle of all the shakiness cu-
riously appear to have the substance
of paper. More precisely, a hope of
solidity for the country emerged
in form of economic rescue plans.
Such plans have been presented in
the past weeks in the public debating
square—and arguably the discussion
of these papers has become the big-
gest opportunity for progress in res-
cuing the country.

This is because both the political
camp and the protest camp—at least
until the middle of the third week
of the month—seemed to have only
a universal failure to deliver work-
ing solutions for the economy in
common, as long as the former kept
playing the usual power distribution
game and parts of the latter stayed
enraptured in drumming out-of-the-
world demands for the immediate
change of everything.

CARELESS OR SINCERE?
Although many of the new pro-
posals have been penned by im-
pressive collectives of economists
in collaboration with private sector
stakeholders or by individuals with
excellent credentials, questions nec-
essarily arise about their content,
approach, and compatibility. Being

presented with a variety of action
plans, emergency solutions, and sal-
vation concepts for the political econ-
omy does, in this sense, constitute
its own element of risky fluidity—
there is a great need for assessment
and comparison.

Assessing a wide variety of plans
would be easy and enjoyable if it did
not come with the backdrop of a se-
rious and life-threatening affliction
for Lebanon. These
plans do not just
speculate about an
impending  large
recession in the
way that
mists  everywhere
do atleast once each

€cono-

quarter by virtue of
their trade. Before
they offer their medicine for Leba-
non’s economic resuscitation, the
plans raise specters of an economic
meltdown and even greater social dis-
aster. The issue is not about personal
taste, but about determining—to the
best of stakeholders™ ability—which
formula for economic salvation is the
one with the best chances of working.
This need is made no less chal-
lenging by the realization that there
is no room for trying out which res-
cue plan might be the perfect one. All
would-be rescuers of the country’s
economic and social state have only
one desperate shot to find the remedy
that delivers the best results.

A MATTER OF VARIABLES
AND APPROACHES

The first large variation between
the economic plans exists in the pro-
portions to which analysis of “what
went wrong” is juxtaposed with de-
scriptions of impending threats and
the proposed remedy. Some plans
give very short shrift to the discus-
sion of reasons for the crisis of 2019.
A paper published on January 6 by
10 individual signatories under the
umbrella of the Carnegie Middle East
Foundation, for example, dedicates

approximately 30 percent of its con-
tent to descriptions of the current
problems and possible disastrous
outcomes, over 60 percent to its rem-
edy proposal, and less than 10 per-
cent to its assessment of what led to
the crisis.

As to the latter issue, the authors
declare the crisis categorically to be
“as its core, a governance crisis ema-
nating from a dysfunctional sectarian

M All would-be rescuers of the
country’s economic and social
state have only one desperate
shot to find the remedy that
delivers the best results.

system that hindered rational poli-
cymaking and permitted a culture of
corruption and waste” They proceed
to say—in many ways accurately, but
also in somewhat simplified man-
ner—that Lebanon, “led by the pub-
lic sector, lived beyond its means,”
and they blame the economy’s high
debt and “bloated banking sector”
on this model having been pursued
over decades.

Barely more elaborate on the
deep background of current misery,
the Lebanese International Financial
Executives (LIFE) organization says
in its economic rescue paper, pub-
lished in October 2019, that “Leba-
non appears to be heading towards
an economic meltdown with severe
consequences for Lebanese citizens
of all walks of life”

While emphasizing that it pro-
moted approaches to solve the crisis
for the past two years, LIFE high-
lights that current challenges to Leba-
non “include a large and increasing
debt load, spiraling fiscal and current
account deficits, waning investment
confidence, increasing political grid-
lock and external liquidity shortages,”
but does not venture further into the
history that led to their rise.
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By contrast, presentations by
some economists delve into financial
detail of analysis concerning the debt
buildup and the mechanics of the un-
conventional measures that were used
at Banque du Liban (BDL), Lebanon’s
central bank, in the past decade and
specifically since 2016. Economist
Freddie Baz, until earlier in 2019 the
chief strategist of Bank Audi, outlined
three scenarios in a presentation de-
livered on December 12 at the Uni-
versité Saint Joseph. Firstly, an inflec-
tion point; reached in 2016 through
divergence of monetary and financial
policies resulting in erosion of foreign
currency (FX) reserves. Secondly, a
stalling point; incidents of market
disruption and loss of investor confi-
dence. Finally, a tipping point; when
the foreign currency crisis scenario
in September 2019 became meshed
with a financial crisis and a liquid-
ity crisis. Backing his views up with
plenty of data references, Baz traces
the problems of the Lebanese trajec-
tory ultimately back to the 1990s. He
notes the accumulation of financial
distortions between 1992 and 2019,
such as a cumulative trade deficit of
$281 billion versus gross inflows of
$290 billion and a cumulative pub-
lic finance deficit of $82 billion over
the period.

Marwan Mikhael, until end of
last year heading economic research
at Blominvest Bank, has provided
two analyses (both first published in
EXECUTIVE in October and Decem-
ber of last year). In the second, he
outlines his vision for a prudent eco-
nomic course to overcome the cur-
rent situation that he describes as “an
economic recession combined with a
liquidity drought that is unsustain-
able beyond the short term?”

Mikhael voiced his view on the
genesis of the current crisis in his
October contribution to EXECUTIVE,
where he observed that the partial
dollarization of the bank deposits in
Lebanon has a history that goes back
to the 1960s. While governments in

Plans

the past 30 years were unable to re-
store investor confidence to levels
seen before the Lebanese Civil War,
the increase of stress in financial
markets in recent years and current
crisis, according to Mikhael, can be
understood as resulting from the ex-
traordinary length of the problematic
situation as an uninterrupted accu-
mulation of multiple shocks, which
began in 2011. This is juxtaposed to
earlier shocks—in a country over-
rich with shocks—as occurred in the
1990s, 2005, 2006, and 2008.

His narrative of successive over-
lapping shocks in the 2010s in the
closer and wider region—from the
Syrian conflict’s impact on Lebanese
trade to the ISIS insurgence, the dry-
ing up of regional investments as re-
sult of weakened oil economy in the
Gulf, and war pressure in Yemen,
added to domestic confidence shocks
through a long presidential vacancy
and the prime ministerial resigna-
tion of 2017—portrays a rather con-
vincing buildup to the 2019 situa-
tion without pointing to any alleged
single cause.

Some opinion-makers, before
prescribing any recipes for rescue,
focus their search for reasons on the
side of blame, seeking to name and
shame financial actors for the debt
handling patterns, dollar movements,
and financial engineering numbers
that have played a role in the crisis’
exacerbation. Nasser Saidi, a former
vice-governor of BDL and economy
minister in the late 1990s—and a
signatory to Carnegie’s rescue plan—
addressed the crisis in a number
of op-ed newspaper columns. For
him, a “Ponzi-like scheme” in the
Lebanese financial sector was key to
the problem.

Lebanese consultancy Triangle
expounded on the topic to greater
length in a study titled “Extend and
Pretend: Lebanons Financial House
of Cards,” which ominously states
that dollar inflows to Lebanon have
been “recycled for decades” by Leba-

M A joint element
across plans is the
pronouncement of dire
warnings to act quickly,
and the alternative of
economic and social
catastrophe if the
downward spiral is not
brought under control.
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nons fiscal, monetary, and banking
players “to create a regulated Ponzi
scheme, which has benefited the bank-
ing sector and left the Lebanese people
to foot the bill”

In Triangle’s analysis, this scheme
involved the state (cabinet leadership
and treasury), BDL, and commercial
banks as core actors, and the resident
population as the primary victims
of the arrangement. Under this per-
spective, the study did entertain the
question, however, of how much the
resident population’s advantages of the
past three decades—artificially height-
ened purchase power of the Lebanese
lira and the state’s low collection rate
of taxes from average incomes—were
measuring in the bottom line against
the distortional effects of regressive
taxation, unmitigated inequality, lack
of social safety networks, and the tax

payers’ bill for debt financing interest
paid by the state to BDL and, indirectly,
commercial banks.

Contrasting  through  empha-
sis on wider political and regional
contexts with the above mentioned
purely financial or very brief general
treatments of the roots and causes
of Lebanon’s economic problems,
a paper for its “LeadersClub” by
Lebanon Opportunities asserts that
the backstory of the economy’s highly
troubled situation is rather complex.
Whereas most analyses of the lead up
to the crisis have emphasized on “past
fiscal policies, a lack of economic vi-
sion, corruption, and ineffective pub-
lic administration,” the paper admon-
ishes that these views have either fully
neglected or mostly ignored the “local
and regional political dimensions” of
the deterioration process.

Citing specifically the “Hezbollah
component” for making the Lebanese
crisis unique, the paper speculates
that economists’ and other opinion
leaders’ neglect might have been due
to fear of repercussions, lack of po-
litical insights, or myopic preoccupa-
tion with blaming corruption for all
problems in the Lebanese economy.
The Lebanon Opportunities paper
does not, however, venture into fur-
ther analysis of the backstories be-
hind the situation and merely asserts:
“Whatever the reasons, the economy
has crashed”

WARNINGS OF DOOM

Whereas some of the publicized
economic rescue plans do not add
new perspectives to the discussion of
the crisis’ roots and genesis, a joint el-
ement across plans is the pronounce-

15



February 2020

Economic rescue

16

ment of dire warnings to act quickly,
and the alternative of economic and
social catastrophe if the downward
spiral is not brought under control.

The Carnegie paper lists several
such consequences if the approach
to the crisis is not improved. A deep
recession in the economy, with con-
tinuing business closures, salary re-
ductions in the private sector, and
retrenching in the public sector, will
translate into a double-digit drop in
GDP in 2020, the authors predict.
Other consequences will be serious
depreciation in the lira value and
subsequent price inflation, increas-
ing controls of capital movements
by banks, destruction of wealth and
expansion of poverty, and possibili-
ties of political unrest. All this will
become a “lost decade” meaning
the paper prophesizes a 10-year long
economic crisis for the Lebanese
economy. The authors further argue
that without deep reforms in Leba-
non, international financial support
will not be large enough to revive
the economy.

Similar to Carnegie’s collabo-
ratively produced doom alerts, the
papers by LIFE members and by
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Lebanon Opportunities radiate with
a certain intensity on the disastrous
outlooks if there is no radical change
to national policy. According to
LIFE’s gloomy estimate, in addition
to the country heading toward an
“economic meltdown” with “severe
consequences,” they are “concerned
that failure to tackle current problems
immediately and comprehensively
could result in spiraling unemploy-
ment, uncontrollable inflation, more
social unrest, civil strife and a severe
deterioration in pub-
lic health services and
other basic resources”
Lebanon  Opportuni-
tiess “Economic Re-
volt”  papers—which
notably admits sole
authorship of propos-
als, information, and
opinions expressed in the study—
predicts that “a worst-case scenario
has become reality. Each pillar of the
economic temple is toppling. It is too
late for a rescue plan. What is needed
is a ‘Revival Plan” Thankfully, the
plan presented to the LeadersClub
provides precisely the draft of a “Plan
for Revival”

Individually written plans appear
to dedicate proportionally less effort
on outlining details of economic and
social pain if no new plan for treat-
ment of the country’s malady is initi-
ated promptly. Baz mentions three
major macroeconomic challenges
lying ahead, namely unsustainable
public debt dynamics, unsustainable
external debt dynamics, and erosion
of FX reserves at BDL. While not
explicitly advocating an economic
rescue plan, he sees three possible

B A haircut or a compulsory
conversion of foreign currency
deposits to local currency should
be excluded from any possible
financial rescue package.

courses of action in a self-made res-
cue attempt, a collaboration with a
“club of friends” or a program un-
der International Monetary Fund
(IMF) tutelage. Whichever course
is chosen, in his view, avoidance of
hard landing of the economy will
depend on the speed and magni-
tude of addressing public financial
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imbalances, the availability of $30
billion in urgent international finan-
cial assistance, regulatory capacity to
quickly address banking sector is-
sues, and the banks’ ability to again
start attracting financial inflows. He
cautions that any decisions on the
rescue course will be difficult due to
interlinkage of the balance sheets of
the government, BDL, and commer-
cial banks and also due to the pos-
sibility of further social and political
disruptions by popular protests.

Mikhael, who (writing prior to
Diabs government) notes that the
crisis perception is prone to spark
self-fulfilling prophecies of economic
disruption in a vicious cycle with lost
confidence as its starting point, says
that unless a government is formed
and reforms put on the way, restrictive
policies—presumably by banks—will
increase, and the parallel exchange
market will see a larger depreciation of
the Lebanese lira. The cash economy
will flourish as depositors will avoid
putting money at banks.

Whether highly elaborate or neu-
trally descriptive, all the narratives
of threatening doom have their pur-
pose that emerges when reading on
into the core concern of each plan. The
warnings, alarmist or not, serve to set
the stage to make their readers receptive
to the subsequent assurance that other,
better approaches are within reach for a
determined and united polity.

ASSURANCES OF RESCUE
POTENTIAL

To start with the individually
produced rescue concepts, the most
important initial step toward rescue
in Mikhael’s view, and also accord-
ing to a brief comment by Saidi, is
government formation. Writing in
the first week of January, Saidi calls
for immediate empowerment of a
“credible and effective government”
with abilities to implement unpopu-
lar reforms and approach the inter-
national community with requests
for financial help as the first step in

a six-point plan to “rebuild Lebanon’s
economy.” Mikhael, in his “roadmap
to recovery” published in December
stipulates that “the first step before
getting into any future economic plan
is to form a government”—which
was finally delivered on January 21
as a government of 20 ministers, but
at the time of writing with an unfath-
omable outlook.

For Mikhael, the second urgent
step prescribes restoration of investor
confidence by measures that include
debt restructuring by lengthening of
maturities but under utmost avoid-
ance of either a currency devaluation
or a so-called haircut on deposits. The
third key step would be acceleration
of Lebanons recovery
through an agreement
with the IMF. For Saidi,
the five other steps for
the economy entail fis-
cal reform and cutting
of subsidies (especially
those to Electricité du
Liban [EDL]), restruc-
turing of public debt,
reforming of commer-
cial banks, scrapping
of the dollar peg, and
entry into an IMF program.

According to Baz, the rescue
steps need to incorporate the im-
plementation of structural reforms
within one year or less, recalibration
of banking and monetary policies
to address solvency issues, setting
of disciplined deficit and debt tar-
gets, formalization of capital con-
trols, reduction of imports by about
40 percent, collaboration with the
IMF to determine the real exchange
rate, soft debt restructuring in line
with short-term liquidity needs,
and the provision of social buffers
for the poor.

Referring to an August 2019 eval-
uation by the IME Baz further stipu-
lates upside as well as downside risks
and patterns that could influence
the country’s situation. Upside risks
include reconstruction of Syria and

gradual return of refugees as well as
a commercial discovery of oil/gas but
are juxtaposed with downside risks
of government failure to implement
reforms, exacerbation of political and
social tensions, and regional geopo-
litical deterioration besides accentua-
tion of deficits and bubbles.

Also to be noted as part of the pri-
vate initiatives to sketch out a better
course for Lebanon are rescue ideas
that their authors have spread out by
putting their proposals into a series
of newspaper and magazine com-
ments. Riad Obegi, the chairman of
Bank BEMO, made this effort with
several partners, publishing together
with Fouad Zmokhol, president of

B The downside
implications of
Lebanon’s current
political economy
situation are grave but
not fated by any
historic power to be as
devastating.

the Association of Lebanese Business
People in the World, and on another
occasion with consultants Myrna
Sabbagh and Claude Khayat.

In Obegi’s view, like that of other
bankers, a haircut or a compulsory
conversion of foreign currency de-
posits to local currency should be
excluded from any possible financial
rescue package lest these measures
be detrimental to future investor
sentiments. He adds a perspective
that Lebanon’s gold reserves, which
are protected by law, should be au-
thorized for renting out or use as
collateral in obtaining a credit line
of $10 billion.

For other measures, the articles
propose a revision of Lebanon’s in-
dustrial policies and suggest to sup-
port 10 industrial activities through
tax benefits, standard setting, and
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other pro-industry measures. The 10
sectors on the list of industries to be
supported extend from information
technology and finance, to design,
education, healthcare, and various ser-
vice specializations. Recommended in
an article jointly produced by Obegi,
Sabbagh, and Khayat are measures to
monetize Lebanon’s publicly owned
assets, from privatization of ports and
airports to telecommunications, water,
electricity, Middle East Airlines, and
resource extraction of oil and gas.

As for the collaborative concepts,
the rescue model of LIFE calls firstly for
creation of fiscal space, meaning reve-
nue and cost reduction measures (most
prominently elimination of EDL subsi-
dies with all their consequences), ini-
tiation of pension reform, and launch
of privatization. Second on the LIFE
list are measures to strengthen trans-
parency and judicial independence;
then a review of debt servicing and
management that includes voluntary
obligations by banks; enhancements
of governmental communication and
coordination; and, finally, no less than
adoption of a new economic model
that is not based on exported brains and
import-fueled consumption, but places
emphasis on growth potentials such as
identified in the Lebanon Economic
Vision (LEV), otherwise known as the
McKinsey report.

The LeadersClub itemization
of the road to revival similarly sets
the first step at reduction of the fis-
cal deficit and production of a pri-
mary surplus. Numerous tools are
suggested for achieving this aim,
from a “large-scale transfer of pub-
lic employees to the private sector”
to “immediately stopping produc-
tion of electricity” until the reha-
bilitation or privatization of power
generation to debt renegotiations or
cancellations (of state debt to BDL),
and a “temporary” tax system adjust-
ment that replaces direct taxes with
value-added tax (VAT). Further pro-
posed revival pillars address foreign
exchange, monetary and banking
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policies, measures for stimulation
of economic growth, implementa-
tion of CEDRE and McKinsey’s
LEV, as well as confidence restora-
tion with the help of a, presumably
media, campaign.

The paper circulated under the
Carnegie Middle East umbrella de-
scribes the first item on its 10-point
priority list as designation of an “em-
powered economic emergency steer-
ing committee,” and other priorities
consisting of formalized and central-
ized capital and banking controls,
decisive action on public debt, cred-
ible fiscal reform, and plans to deal
with private debt. The list of priori-
ties includes repairing BDLs balance
sheet and restoring
banking sector health
as points six and
seven; this leaves as
concluding list items
a focus on preserva-
tion of social peace,
rethinking of FX/
monetary policy mix,
and finally seeking an international
fund of about $25 billion—LIFE’s
estimated need of Lebanon—which
the plan discreetly calls “a multi-
year Stabilization and Structural
Reform Facility”

The proposals in Mikhael’s De-
cember contribution similarly por-
tray three reform pillars as crucial
for rescuing the Lebanese economy.
As his first pillar, he ascertains that
macroeconomic stabilization in the
state’s economic performance needs
to entail the two fiscal sub-pillars: 1)
revenue improvement through better
tax collection and 2) a solution for
the fiscal drainage by the electricity
utility EDL. An additional sub-pillar
in the macro context Mikhael names
is a social one: the increase of state
spending on the poorest Lebanese.
Offering further overlap to the views
of others—both individual economic
thinkers and collectives—Mikhael’s
second main reform pillar is induc-
tion of structural measures and the

third lies in gaining access to new fi-
nancing from the international com-
munity—implying most possibly an
IMF program—that will give Leba-
nese reforms time to work.

A read through the various re-
form plans thus reinforces a three-
fold impression: 1) the downside
implications of Lebanon’s current
political economy situation are grave
but not fated by any historic power to
be as devastating as they are painted
in the exceedingly dystopian nar-
ratives that are in circulation in the
public squares; 2) it should not be
assumed that the economic rescue
plans are independent from the gen-
erally pro-private and known eco-

B The downside implications
of Lebanon’s current political
economy situation are grave but
not fated by any historic power
to be as devastating.

nomic approaches that have been
dominant in Lebanon during the
past three decades; and consequent-
ly, 3) the rationales of economic res-
cue concepts currently in circulation
have a large amount of reassuring
overlap with each other, but at the
same time, somewhat concerningly,
are not—even if sometimes asserting
the opposite—exploring all hetero-
dox economic approaches.

As the big unknowns of thump-
ing through pages and pages of pa-
per in physical or electronic form,
the final and biggest note of con-
cern, however, occurs to be if the
respective powers of state—the
new Council of Ministers—and
newly recalcitrant society—Leba-
non’s protesters of many diverse iden-
tities—will take it upon themselves
to diligently research and commit to
pursuit of an actionable economic
rescue plan on the part of the gov-
ernment, and to abstain from empty
rejectionist populism. E]
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Analysis

By Thomas Schellen

To get well or worse

Analytical approaches to economic plans

I

Lebanon’s political economy
today is in a situation where risks
are existential and inaction opens
the gates to disaster, hut potential
payoffs are highly skewed to the
upside—if successful. This suggests
that the newly eager-for-action be-
haviors in the political class—which
appear in many ways counterin-
tuitive to previous decision-making
patterns here—convey at least a
modicum of hope.

Besides rapid action determina-
tion by the current political cohort,

what is accentuating the potential for
optimism further into the realm of
rational hope (as opposed to ground-
less speculations), is the growing
count of emergency rescue propos-
als (which according to ExXEcuU-
TIVE’s information is set to increase
further) drafted by local and expa-
triate stakeholders (see story page
12). This emergence provides both
hope—based on the surge of desire
and mental commitments for resolv-
ing the Lebanese mess—and an in-
centive for rational analysis by any-

one from the concerned government
ministers to members of civil society
and media.

Although there are cognitive and
experiential caveats against attempt-
ing predictive analyses based on
economic theorems and laboratory
research, and although the scope of
this story only permits looking at a
few relatively uncomplicated propo-
sitions, the exercise of putting three
specific rescue recipes to an analysis,
hopefully, will add to the rationality
of rescue hopes.
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FINANCIAL TRANSPARENCY
NEEDED NOW

One interesting and specific pro-
posal is the abolition of banking se-
crecy, proposed in a paper by small
Lebanese consulting firm Triangle.
The idea of an incremental fade-out
of banking secrecy, which does not
feature as prominently in many other
plans, is touted by the consultants
as “most pragmatic solution” for the
problem of insufficient tax collection
in Lebanon.

“Lebanon should pursue a staged
dismantling of the banking secre-
cy framework,” Triangle suggests.
“First, confidentiality protections
should be lifted for all public officials
and civil servants, along with all
parties who are awarded state con-
tracts. Next, the reforms should al-
low financial investigators to access
the accounts of all Lebanese citizens,
facilitating  stronger compliance
with progressive taxes. Then, non-
resident account holders should also
lose their rights to banking secrecy”

In Triangles reasoning, the idea
of abolishing banking secrecy is gar-
nished with several unproven state-
ments and questionable assumptions.
These include the stipulation that
until recently banking secrecy helped
Lebanese banks achieve “easy wins”
through provision of tax haven servic-
es and “offering progressively higher
interest rates,” or that phasing out of
banking secrecy protection means that
“Lebanese banks must start working
harder for their money.”

Furthermore, the consultancy’s
admonition that Lebanon’s “bank-
ing secrecy hinders the imposition
of a fairer, more progressive tax sys-
tem”—which is reasonable when
recalling European governments’
recent successes in collection of pre-
viously evaded tax dues from profes-
sionals with high incomes taxable at
(historically) more or less progressive

rates—does not automatically mean
that Triangle’s implied assertions of
greater tax justice and collection rates
after removal of banking secrecy have
self-fulfillment qualities.

Contemplating Lebanon’s qual-
ity of state services, provision of so-
cial safety and welfare, and paucity
in redistributive transfer payments,
it seems somewhat unlikely that it
will mainly be a question of bank-
ing secrecy if the willingness of the
Lebanese tax population to contrib-
ute their share to the fiscal authorities
should remain below
par. More transparent,
fairer, and, especially
for society, more re-
warding taxation—in
the sense of the state
providing provable and
appreciable benefits to
the resident population—might be
deserving much greater investments
of reformist energy by fairness advo-
cates and policy-makers alike.

This notwithstanding, it is un-
deniable that the archaic shielding
from transparency for those who
can pay enough for this self-inter-
ested and unethical form of privacy
protection has no moral justifica-
tion. More practically, it has, in re-
cent years, been disappearing as a
comparative advantage for banks, as
even bankers in Switzerland (at least
in their publicly voiced views on the
issue) have been eager to assure. In
this context of a world that is mov-
ing ahead, the eventual benefits of
reassessing banking secrecy as a relic
and obstacle to a fairer society (and
improved tax collection) in Lebanon
appear to outweigh arguments for
the dated practice.

USE THE GOLD

Another proposal that combines
very tangible dimensions with direct
financial implications for Lebanon

appears in the articles by Chairman
of Bank BEMO Riad Obegi and is
picked up in Lebanon Opportunities’
LeadersClub economic revival plan:
the usage of gold hoarded in Banque
du Liban (BDL), Lebanon’s central
bank. In Lebanon Opportunities’ rea-
soning, the gold reserves’ legal status
of being by law untouchable and pro-
tected from squandering since the
beginning of the Lebanese conflict in
the last century “has rendered such
an asset devoid of dividends or other
financial benefits” Moreover, ac-

M The prudent path

could reside in a focus on
adaptability and nimbleness
in iterating decisions.

cording to the same source, the gold
reserves’ “cushion of trust” effect has
been diminishing “when compared
with the enormous national debt (18
percent of net public debt).”

At first sight, the issue of gold,
like the issue of banking secrecy,
seems to be one of historical dimen-
sion in conjunction with a limited
function in the Lebanese financial
system and real economy. As such,
it seems reasonable and deserving
further detailed assessment if eco-
nomic rescue proposals suggest,
as does the Lebanon Opportunities
paper, that, “In a revival plan, the
gold should be put to work in fa-
vor of the State” Technical aspects
of employing the gold hoard, such
as renting the gold to an AAA rated
country or using it as collateral, as
suggested by Obegi, raise no imme-
diate red flags about economic cross
effects and appears to be worth ex-
amining further as non-squander-
some means toward amelioration
of Lebanon’s domestic lending rates
and sovereign credit rating.

21



February 2020

Analysis

Economic rescue

22

THE VAGARIES OF ADHERING TO ECONOMIC ORTHODOXIES

Among noted economists, there are some deep conceptual and practical
disagreements that have implications or outright repercussions on finance and
banking, two of the central current concerns for the Lebanese. There are views that
such academic divergences within and between the tribes of economists around
the world impact economies through anything from the narratives on origins,
theories of money, and contemporary monetary policies (quantitative easing [QE]
is not distributionally neutral) to occasional (but crucial) errors of judgement by
mainstream economics and ignored merits of backwater economists.

One consequential, and to this day unfinished discussion, begins with the very
identity and theory of money. As British economist Robert Skidelsky writes in his
2018 book “Money and Government,” anyone researching the roots of the Great
Recession of 2007-09, will come to realize “that at the heart of today's mainstream
macroeconomics is the belief that unimpeded competitive markets deliver welfare,
and that the financial institutions, which create money, and through which money
is allocated, have no independent effect on the real equilibrium of the economy.”
In Skidelsky’s analysis of tools used by central banks since the crisis, QE increased
the concentration of private wealth by enriching the already wealthy, with the
author saying about the UK: “After nine years of emergency money, the financial
system remains as dangerously stretched as it was before the crisis, and the
economy as dangerously dependent on debt.”

Whether this described orthodoxy holds up to checks of its universality or ethical
validity, or if it could provide the economic answers that will help Lebanese society
in its immensely financial affliction and banking dilemmas, must be totally
different questions (not for the mainstream orthodoxy).

Historically, it was not the mainstream of American economics represented by

the Chicago and East Coast temples of scientific inquiry that may have provided
the purest founts of understanding of the role of money and finance in context of
economic theory. For American economist James Galbraith, it was not from either
of these two schools (dubbed freshwater and saltwater) but from what he calls
backwater economists—meaning “unpersons of the profession”—such as Hyman
Minsky that one should turn to for when searching to understand the nature and
causes of financial collapse.

Treating finance as the only way to understand the economy, Minsky’s model on
the interconnection between financial stability and instability recognizes that

the finance system has rules and boundaries but no predictable outcomes and
does not require relying on explanations such as assumption of external shocks.
Adding to the financial system’s distinction of inherent potential for instability

is that trust in the finance and banking related wisdoms espoused by leading
American economists and policy-makers by Galbraith’s narrative in his 2015 book
“The End of Normal” is not being helped by such policy modifications as those
that in the 1980s endorsed market discipline over supervision for running the
savings and loans system, and those that unleashed the blending of commercial
and investment banks in the 1990s or, ultimate blame, a public encouragement
by Alain Greenspan for “mass adoption of speculative (adjustable-rate, payment-
optional) mortgages,” as Galbraith notes.

It is hard to shake the suspicion that adherence to current mainstream economic
dogmas might neither provide a foolproof diagnosis nor remedy for problems that
are rooted in the financial economy.

SEEK THE COLLECTIVE
A third example for a vital proposal
in an economic plan, a proposal that has
few or no obvious collateral implications
for further analysis, is the first item on
the 10-point to-do list in the paper pro-
moted by Carnegie Middle East.
Suggesting to “establish an em-
powered economic emergency steer-
ing committee,” the idea covers two
core points. The first one refers to
the need on the part of the gov-
ernment “to design, negotiate and
implement the [economic rescue]
program.” Having witnessed the po-
litically induced deficiencies of past
cabinet planning—highlighted most
recently in the drafts of the 2019 and
2020 budgets with their incongruent
numbers, kneejerk fiscal measures,
and strategically mystifying reforms,
it makes a great deal of sense to sug-
gest a clearly defined and empowered
body with economic competence.
The second aspect of the proposal
addresses the need to organize (and
perhaps even institutionalize) inter-
action with society with regard to
economic rescue. Here the sugges-
tion is to “create participatory mecha-
nisms to discuss with civil society the
policy package, and to empower citi-
zens to monitor its implementation.”
When compared with other pil-
lars and top-line agenda items in res-
cue plans, the idea of an empowered
committee—presumably with a good
number of experts—and a participa-
tory mechanism has some potential
downsides such as the cost and time
factors involved, but the potential up-
sides of a well-structured emergency
committee and communication in-
terface with society can easily out-
weigh such drawbacks. Moreover, the
idea looks to be implementable with-
out creation of major unwanted side
effects or detrimental cross influences
on other action needed for Lebanon’s
economic salvation.
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The two issues—unintended neg-
ative side effects on society, and det-
rimental or contradictory cross influ-
ences between seemingly unrelated
policy measures aiming to facilitate
the country’s economic rescue—can
often not be excluded when analyzing
other proposed points in economic
plans. This extends to both main pil-
lars such as package proposals on
fiscal, monetary, banking, financial,
and privatization measures, and to
less prominent line items in detailed
proposed economic concepts, for ex-
ample ideas relating to rural reform
and agriculture.

STAY AWARE OF CAVEATS

A large analytical caveat on com-
plex packages—and complexity is
the middle name in many fiscal and
monetary concepts that have been
put forth—is to be noted in the fact
that measures such as raising or re-

designing taxation, or cutting subsi-
dies on electricity combine economic
and social impacts, and therefore
have a wide range of potential up-
side/downside effects that cannot be
modeled perfectly, and thus involve
blind spots.

A further barrier
against attempting to ana-
lyze the points in the eco-
nomic plans cogently—in
addition to their sheer
number—originates from
the limited or inexistent
usefulness of compari-
sons with other economic
emergencies and the res-
cue measures used therein on the cri-
sis response side and with suggested
“case studies” of other, very different
economies on the growth recipe side.
The large number of variables in the
economic fabric of countries that pre-
viously saw themselves forced into

debt restricting and requests of pro-
grams by the IMF or other institutions
stands against drawing conclusions for
Lebanon by means of induction.
Doubts appear to be furthermore
in order when it comes to proposals

B Measures such as
redesigning taxation
combine economic and
social impacts, and so have
upside/downside effects that
cannot be predicted.

on the immediate emergency im-
plementation of CEDRE and the—
by now even more dated—Capital
Investment Plan for infrastructure
projects or the Lebanon Economic
Vision prepared by international con-
sultancy McKinsey. Obstacles to ana-
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lyzing these growth plans under cur-
rent realities arguably start with the
different frameworks and economic
mindsets of Lebanon under distress
Blunders resulting from eco-
nomic narratives—that are by de-
fault tainted by human biases and
discolored by injections
of ideologies—are nu-
merous, and first-world
economic experience,
especially the past 100
years (see box page 22)
implies that ruling lords
of the financial system
often inadvertently cause
these systems to become
dysfunctional by their very own sys-
temic interventions that only tried to
improve performance—like tuning
an engine until a casket blows.
Reviewing the economic rescue
plans for Lebanon from an analytical
angle, indications are dichotomous in
the sense that a number of factors—
such as the need to avoid overcon-
fidence in comparisons with trajec-
tories of restructuring scenarios in
other countries, the mainstream as-
sumptions of the non-scientific eco-
nomic sciences, and the fundamental

Analysis

cognitive impossibility of exhaustive-
ly analyzing any system involving in-
numerable and cross-active variables
before it is implemented in reality on
substantial scale—imply limitations
of any such analyses and cautiousness
against relying on them blindly.

M The best approach to
the urgently needed further
analysis of economic
rescue plans is detailed
practical reasoning.

Other factors—the need to chart
the most promising course for an eco-
nomic rescue process, the amazing in-
vestments on local and foreign experts
into the design of numerous plans for
this purpose, and the importance of
thoughtfully structured and sequenced
action for having a chance at suc-
cess in solving the huge mess that the
economy is in right now—speak to the
contrary for enacting of analyses in the
current time of intense preparation for
undertaking the project of Lebanons
economic rescue.

In the balance of considerations, the
prudent path could reside in a focus on
adaptability and nimbleness in iterating
decisions—flexibility that coinciden-
tally is associated with entrepreneurial
thinking and noted by observers of local
business virtues as a strength of private
economic initiatives in Lebanon.

One might note, on the side, that
the openness to embrace the genius
of the “and,” the readiness to adjust
anything except for core values, and
the willingness to try, and keep—with
the implication to be ready to err and
iterate—happen to be three of the
virtues attributed to highly visionary
companies in 1994-vintage business
bestseller “Build to Last” by Jim Col-
lins and Jerry Porras.

On this note, the best approach to
the urgently needed further analysis
and development of economic res-
cue plans for Lebanon may not lie in
sorting the proposals into orthodox
neoliberal or more deficit-spending
oriented ideas, of which there are just
a few on the table, but (with a distant
nod to development economist Paul
Collier) in eschewing all economic
ideology and attempting detailed
practical reasoning. &
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By Mohammad al-Akkaoui

Business as usual in the eye of the storm

2020 budget fails to address Lebanon’s financial crisis

The 2020 budget was expected
to be a main pillar of the multifac-
eted crisis management plan that
citizens have taken to the streets
to demand. In reality, it fails to meet
the urgency of the financial crisis—in
fact, the current situation is not refer-
enced at any point in the budget law.

The budget approved on January
27 targets a LL6,336 billion fiscal defi-
cit or 8.73 percent of GDP (assuming
the economy stagnates in 2019 and
contracts by 15 percent in 2020). This
is the result of a 15.55 percent drop in
budget expenditures and a 11.08 per-
cent drop in revenues when compared
to a projection of 2019’s figures. This is
a clear attempt to maintain the appear-
ance of relatively stable public finances
by conducting an artificial curb-down
of public spending.

OVER-RELIANCE ON BDL

A key pillar of this reduction is
a gentlemans agreement involving
the Ministry of Finance (MoF), the
Association of Lebanese Banks, and
Banque du Liban (BDL), Lebanon’s
central bank, to drop the government’s
debt servicing cost without setting
it within a clearly-stated, medium-
term debt strategy as part of a crisis
management plan. No indication was
given of the type of operation under-
lying this agreement, but sources have
indicated that it involves an 80 percent
haircut on lira bond coupons, and so
reduces public expenditure by LL4,500
billion. This measure represents a se-
lective default on Lebanon’s local cur-
rency sovereign debt, more than 50
percent of which is held by BDL.

The government has been fully
reliant on BDL to cover its deficit

since the third quarter of 2018. This
use of monetary policy to cover for
fiscal spending, and transfer of the
governments deficit to BDL, has
led the country to its current finan-
cial position and has depleted BDLs
foreign exchange reserves. This year
will see a continuation of that trend
and its public deficit will be financed
through freshly printed lira notes,
with near zero interest rates, from
BDL. This would lead to a steep rise
in inflation—with money demand
collapsing, and bank liquidity una-
vailable, BDL might not be able to
sterilize this new injection of liquid-
ity as it has been doing before.

Another contributor to the drop
in expenditures is a 40 percent drop in
transfers to Electricité du Liban (EDL)
compared to the 2019 budget. Given
that there is no official change in EDLs
pricing model, this measure will result
in more power cuts. The last major con-
tributors are cuts in current spending
that do not take into account the effect
on the operations of their correspond-
ing state-owned entities, in addition to
a sharp drop in capital spending that
will put even more pressure on Leba-
nons ailing infrastructure. Reducing
expenditures adopted in a multi-year
program, and delaying them to 2021,
cannot be considered a serious policy.
This approach reveals the inability of
the authorities to set priorities and pub-
lic spending policies.

On the revenue side, the govern-
ments figures rightfully factor in a
double-digit economic contraction.
However, the rise in civil disobe-
dience—mostly tax payment boy-
cotts—would further limit the MoF’s
ability to collect these taxes.

What Lebanon urgently needs
is an “emergency crisis management
team” to coordinate with local and
multinational players in designing a
macro-fiscal-financial plan to avoid
the hardest of landings. The plan would
start with restructuring the stock of
public debt (both the MoF’s and BDLs)
to a sustainable level, given the amount
of expected financial flows in and out
of the treasury and the country as a
whole. These flows are a function of the
broader macroeconomic plan the cabi-
net must put in place to bring Lebanon
back to its potential economic output.

MISSED OPPORTUNITIES

Furthermore, the government
should consider a better distribution
of its expenditures. More specifically,
funds should be allocated for a social
safety net to protect those affected by
the sharp economic contraction re-
sulting from the ongoing crisis.

On the revenue side, the govern-
ment should redesign Lebanons tax sys-
tem to ensure it discourages rent-seek-
ing behavior and encourages productive
sectors. Examples of needed tax reforms
include enacting a unified income tax
law, introducing better planned tax in-
centives, and adapting tariffs to better fit
Lebanon’s development targets.

The 2020 budget was a missed
opportunity to signal to citizens, do-
nors, and the market that the govern-
ment had decided to face the elephant
in the room. As adopted, it will likely
aggravate the crisis and lead to an
inevitably larger correction further
down the line. E ]

Mohammad al-Akkaoui is an economist
with Kulluna Irada, a lobby group for
political reform in Lebanon.
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By Mohanad Hage Ali

In pursuit of compromise

The US approach to Hezbollah and the new Lebanese government

The United States’ approach
to Lebanon seeks to reconcile two
often conflicting policies: supporting
the Lebanese state, army, and govern-
ment, while pursuing a maximum pres-
sure campaign on Hezhollah. During
the past months, the “Iran lens” defining
US policy has overshadowed the com-
mitment to supporting stability and
building state institutions in Lebanon.
This was clear in the sanctions against
Jammal Trust Bank in August, lead-
ing to its closure, and in the deliberate
delays in releasing military aid until
December 2019.

This binary approach, and Hezbol-
lah's response to it, climaxed during the
government formation process this Jan-
uary. Hezbollah and its allies, who face
looming sanctions, managed to produce
a government that is acceptable to the
US and the international community,
and so could receive a green light for
external assistance—if and when it suc-
ceeds in passing necessary reforms.

Many observers had anticipated an
escalatory response following the early
January assassination of Iranian major
general Qassem Soleimani, a personal
friend of Hezbollah secretary general,
Hassan Nasrallah. Instead, there was a
conscious effort on the part of Hezbol-
lah to avoid confrontation through this
government lineup. For the first time
since the party entered government
in 2005, Hezbollah lacks direct repre-
sentation in cabinet. And, for the first
time since the Syrian era in the 1990s,
a foreign minister has been appointed
who has no known bias in favor of
the Syrian regime or Hezbollah. That
the majority of ministers are also US
citizens could also be seen as a sign
of appeasement.

Given the inflexible and authoritar-
ian nature of Lebanon’s political class,
Hezbollah included, this is a rather
exceptional effort and compromise in
government formation. The timing of
the new government, announced just
over two weeks after Soleimani’s assas-
sination, says volumes about the level
of Hezbollah’s fear of the repercussions
of a Lebanese financial meltdown and
the desire for a bailout.

This policy also reflects the chang-
es in the organization’s nature; Hezbol-
lah has been playing an active role in
managing other battlefields. The group
has become a hybrid between a po-
litical party and a “consultancy” with
an elite fighting force. In a nutshell,
Hezbollah no longer wants Lebanon
to be a proxy battleground, as it has
been since the 2000 Israeli withdrawal,
and would like the US and Israel to
meet it half-way. The response to the
Soleimani killing will be restricted to
expelling US forces from Iraq. Hezbol-
lah has and most certainly will play a
role, at least politically, in uniting Iraqi
Shia factions against the US presence.
Whether the US will confine this con-
frontation to Iraq, rather than escalat-
ing in Lebanon, remains to be seen.

ERRATIC POLICY-MAKING
Although the US administration
seems keen on de-escalating, unilat-
eral, erratic policy decision-making
could suddenly shift gear. With two
secretaries of state, two defense secre-
taries, and four national security advi-
sors in three years of this presidency
to date, one should not expect coher-
ent or consistent foreign policy in the
region. The exception is only when
this foreign policy is a factor in local

elections, such as the “Deal of the Cen-
tury, and the maximum pressure cam-
paign on Iran, given its significance to
the Trump pro-Israel evangelical elec-
torate. The Soleimani assassination,
months before the US elections, is case
in point. Such unpredictability might
impact what seems to be a consistent
US policy in Lebanon.

Trumps administration is re-
portedly considering expanding its
sanctions, likely through the Global
Magnitsky Act, to include corrupt
politicians and their known business
cronies. Such an escalation might
devastate what little trust the Hassan
Diab government has. If, however,
the sanctions are designed to target
high-ranking members of the cor-
rupt elite—though not at the level of
senior political figures—they could
go further than any cabinet in meet-
ing the protestors’ demands. Given the
current composition of Parliament, it
is highly unlikely that the new cabi-
net will effectively take on corruption.
This is why some DC pundits believe
that sanctions against the corrupt elite
could empower the current cabinet,
and create space for more daring re-
forms. Regardless, this new batch of
sanctions is overdue and could impact
US policy in Lebanon. For now, ex-
ternal assistance awaits reforms, and
the US could act as a facilitator if and
when these changes take place. The
first sign of this conditional engage-
ment will be when the US Ambassa-
dor Elizabeth Richards visits the prime
minister, once his government wins
the vote of confidence. E ]

Mohanad Hage Ali is the director of
communications and a fellow at the Carnegie
Middle East Center.
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By Diana Kaissy

Follow the money

Investigating the revenues from Lebanon’s seismic data

One of the major obstacles that
post-war Lebanon has faced is the
absence of adequate transparency
tools that, if there, would have lead to
greater public accountability. Access to
information has been limited, and man-
datory disclosure mechanisms are verg-
ing on nonexistent. Such limitations have
encouraged many forms of corruption.

Despite the fact that the past five
years have seen efforts to provide the
public with greater transparency tools—
Law 28 (2017) on access to information,
Law 83 (2018) on whistle-blower pro-
tection, and Law 84 (2018) on enhanc-
ing transparency in the petroleum sec-
tor—post law scrutiny has shown that
the state had little intention of using
such tools to promote public account-
ability and incubate trust amongst the
different stakeholders. The October 17th
revolution was in part fueled by years of
bottled up outrage and frustration over
the corrupt and self-serving practices of
politicians—Lebanese citizens are de-
manding more accountability.

Our aim at the Lebanese Oil and
Gas Initiative (LOGI) is to ensure that
Lebanese citizens benefit economically
from their natural resources. In that
vein, in December 2019, and in part-
nership with the Heinrich Béll Stiftung
Middle East, we collaborated with in-
vestigative journalist Jad Ghosn to study
the sales revenues of seismic data. Since
2003, Lebanon has been receiving a per-
centage of the revenues from the sales
of its offshore seismic data packages.
Clarity around how these revenues are
managed is needed if we are to ensure
that proper governance over the petro-
leum sector is maintained and public
accountability is enhanced. In particu-
lar, we were interested in understand-

ing how these revenues were accumu-
lated—the legal framework—and how
they are managed. The ultimate goal was
to recommend concrete action steps that
would ensure proper public oversight
leading to accountability around this
public money.

A series of interviews and literature
reviews were undertaken. Different
stakeholders—one from the Lebanese
Petroleum Administration (LPA), three
MPs, and three experts in the field—
were consulted on the issue. After all the
data was compiled and analyzed, LOGI
released a study this past December
which detailed the following;

1. Two companies, Petroleum Geo-
Services (PGS) and Spectrum, signed
separate contracts with the Lebanese
government that granted the latter a
percentage from the revenues earned by
each of the companies upon the sales of
the seismic data packages to interested
parties. The seismic surveys were com-
pleted in 2014 but began in 2000 (Spec-
trum) and 2006 (PGS).

2. Our research indicated that the
government received 80 percent of the
revenues from the sale of seismic data;
the companies 20 percent. However,
LOGI was unable to confirm this as
the contracts are currently not publicly
available. (Public release would require
a determination on commercial sensi-
tivity by the National Anti-Corruption
Agency, which has yet to be established.)

3. The accumulated revenues are
deposited in a bank account run by
the Minister of Energy and Water and
the Director of the Oil Installations
of Lebanon.

4. As per the LPA, the accumulated
revenues until October 2019 stood at
$43.03 million.

In light of the above, LOGI recom-
mends the following to enhance public
ability for oversight:

1. Audit the account in which these
returns are deposited through an inde-
pendent auditing company—selected
through a transparent procurement
process—to vet the incomes deposited,
their sources, and the expenditures.
The objective of this audit is to follow
transparency measures still absent in
the management of public funds, not-
withstanding the size of the account.

2. Publish the agreements by vir-
tue of which the Lebanese state col-
lects a share of the sale of seismic data,
while withholding information that
could jeopardize the interests of the
state vis-a-vis the companies—this
falls within the maintenance of com-
petitiveness. (According to the stake-
holders, publishing the agreements
could be detrimental to the public in-
terest, as disclosing such information
could negatively affect the competi-
tiveness required for the companies
interested in the licensing rounds,
and so weaken the state’s capacity to
negotiate with other companies that
could be contracted in the future to
perform additional surveys.)

These recommendations, along
with the full investigation, can be
found on LOGTI’s website. Despite the
fact that the oil and gas sector is not a
magic remedy that will help Lebanon
overcome current economic, fiscal,
and political difficulties, it does rep-
resent hope for the Lebanese. This is
why it is vital to safeguard this hope
by ensuring that moving forward, the
petroleum sector will be held to the
highest standards of public oversight
and accountability. E ]

Diana Kaissy Is the executive director of the

Lebanese Oil and Gas Initiative (LOGI).

The full report can be accessed on
www.logi-lebanon.org
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Photo hlog

Protesters gather outside the Association of Lebanese Banks building in Downtown Beirut.

DAY 101

On the march, demonstrators head toward Martyr’s Square in Downtown Beirut.
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Protesters attack barricades in front of the Grand Serail, in central Beirut.

On Saturday January 25, protesters came back out in the hundreds to mark over 100 days

of the Lebanese uprising, with marches held throughout the city congregrating in Downtown
Beirut. As the day wore on, as had been the case in previous weekends in January, the evening
was characterized by clashes between riot police and protesters and heavy use of tear gas.

Demonstrators launch fireworks toward the riot police in front of Le Gray Hotel, in Downtown Beirut.
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Neuroscience

By Natali Farran and Maya Bassil

The resilient brain

Increasing resilience during politically violent times

IN BRIEF

Resilience can be learned and developed.
The brain adopts different strategies to cope with stress.
There are ways to improve individual resilience during political violence.

Resilience, or the capacity to re-
cover quickly from difficult situations
is not a trait that is unique only to
some. In fact, resilience—defined by
Professor of Developmental Psycho-
pathology Michael Rutter as “lower
vulnerability to experiences of envi-
ronmental risk, and the ability to over-
come adversity and stress or to achieve
a relatively good outcome despite risk
experiences”—includes thoughts and
behaviors that can be learned and
developed. Put simply, at the physi-
cal level of the brain, resilience is a
process associated with neuroplasti-
city—the brain’s ability to reorganize
itself by forming new neural connec-
tions—and a response to stress. This
means that resilience is a trait that can
be fostered through certain behaviors.

THE RESILIENT BRAIN

The building blocks of a resilient
brain can be found with tools of neu-
roscience. In particular, the develop-
ment of the resilient brain is closely
tied to positive individual traits, such
as positive coping mechanisms, high
self-esteem, and optimism, as well as
the emergence of intact social net-
works. The brain relies on different
strategies to operate more efficiently in
the face of adversity. What might addi-
tionally underpin resilience is a range
of sensitive reactivity and adaptability
within certain brain regions. Specifi-
cally, evidence suggests that the pre-

frontal cortex and the ventral striatal
are larger in resilient individuals. The
former is related to various complex
behaviors such as planning; the latter
to personality development, playing a
role in mood, addiction, and learning.
Other factors that underpin resilience
include the brain’s sensitive reactiv-
ity in reward-related regions, and the
capacity to modulate the amygdala—a
key area for emotion regulation. Last-
ly, overlapping brain circuits are also
affected by “happy” hormones—sero-
tonin and dopamine—and stress-reg-
ulatory genetic variations that interact
with the environment to predict social
behavior and psychopathology.

In studying resilience, however,
social and environmental factors also
play a key role. In a November 2019

briefing paper, the British Psycho-
logical Society noted: “Policies need
to consider not just resilient people
but also resilient places and resilient
communities” The resilient brain
can be examined through a social
lens, with impacts on individual and
community resilience.

In an expert review published
in 2019, neuroscientist Nathalie E.
Holz and colleagues synthesized the
results of 121 studies on resilience.
Their findings noted that social risk
and resilience factors include genetic
makeup, social environment, and
personal characteristics. These fac-
tors, taken together, shape specific
neural components that may under-
lie acute stress reactivity, adaptation,
and active coping. As such, resilience
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is implicated on a system-level in the
brain, rather than through one area or
one mechanism.

Taken together, vulnerability and
resilience to stress-related negative
sequelae converge in part on shared
neural mechanisms in the brain. These
phenomena also relate to the brain’s
ability to change within particular ar-
eas. Such information highlights the
capacity of the human brain to adapt
to or buffer adverse environmental in-
fluences. It also encourages efforts that
foster resilience.

RESILIENCE IN POLITICALLY
UNCERTAIN TIMES

Since October 17, 2019, Lebanon
has been in the grasp of anti-govern-
ment protests, which have, in the latter
half of January, witnessed increasing
violence. Political violence, unfortu-
nately, is not a new phenomenon in
Lebanon. A 2014 study found that 71
percent of those surveyed (in a nation-
ally representative sample of 2,857
individuals) reported at least one life-
time traumatic event related to war.
Despite this adversity, many individu-
als are able to overcome challenges
through resilience. Below is advice
based on principles of psychology and
nutrition that can be applied in these
politically uncertain times.

KNOW YOUR LIMITS

Political uncertainty and violent
times can place a significant bur-
den on individuals, communities,
and governments. The American
Psychological Association offers the
following tips:

Stay informed, but know your lim-
its: Consider how much news you take
in, how that information is affecting
you, and what limits should be placed.
Find commonalities with others: Try
to identify commonalities within dif-
ferent views, or disengage if none are
present. Find meaningful ways to get
involved in your community: Identify
issues that are important to you, and
be active in them. Seek solace: Engage
in relaxing activities such as medita-

tion, and get support from communi-
ty organizations. Take care of yourself:
Prioritize healthy habits such as get-
ting enough sleep and doing activities
that you enjoy—avoid ineffective cop-
ing mechanisms, such as alcohol or
drug abuse.

The ongoing protests in Lebanon
have taken over the media and social
media platforms. Escaping this 24-
hour coverage is important for psy-
chological well-being. Schedule short
blocks of time during the day to catch
up on the news, instead of being con-
stantly in sync. Take “digital breaks” to
destress through hobbies. In discus-
sions, stay open and approach issues
in a calm and constructive manner.
There are many community initiatives
to become involved with,
such as soup kitchen
Matbakh el-Balad, Leba-
non Needs (an expat led
initiative that’s gathering
essential medical sur-
vival equipment), and
the Lebanese Food Bank.
Similar community or-
ganizations can provide vital emotion-
al support during these stressful times.
For instance, mental health NGO
Embrace offers emotional support;
they also run a suicide prevention
hotline on 1564. Lastly, find and main-
tain activities that help reduce stress,
such as exercising.

FIGHT STRESS
THROUGH FOOD

Nurturing a resilient brain also
requires adopting and maintaining a
healthy lifestyle through diet, physi-
cal activity, and other daily habits.
This can be challenging during po-
litical and economic crises due to the
emotional and material costs. Stress-
induced hormones include cortisol,
ghrelin, and leptin, all of which in-
crease our cravings for unhealthy
fats and refined carbohydrates and
sugars. While the latter foods offer a
short-term relief by increasing sero-
tonin, their increased consumption
leads to harmful health outcomes in

the long run. Chronic intake of high
fat and high refined carbohydrates
has been linked to inflammation,
obesity, and the associated diabetes
and cardiovascular diseases. A link
has also been found between poor so-
cioeconomic status and the intake of
cheaper energy-dense carbohydrates
and fats like white bread, rice, pota-
to, ghee, and fried foods, rather than
the healthy, often more expensive
alternatives available.

Nevertheless, affordable healthy
alternatives do exist. Foods that have
been shown to fight stress, inflam-
mation, and obesity comorbidities
include nuts, olive oil, and fatty fish
rich in unsaturated fats —as opposed
to trans and saturated fats—as well as

B A 2014 study found

that 71 percent of those
surveyed reported at least
one lifetime traumatic event
related to war.

whole grains, fruits, and vegetables
rich in vitamins, minerals, and fib-
ers. A resilience-nurturing diet in
economically stressful times could
incorporate whole/brown bread and
grain products, burghul as replace-
ment of white rice, pulses like beans,
chickpeas, and lentils, baked potatoes
with skin, and seasonal fruits and veg-
etables. Cheaper canned options, such
as sardines and tuna, are also rich in
depression-fighting omega-3 fats .
Other healthy habits that can com-
plement a healthy diet for a more ef-
fective stress-fighting and resilient
lifestyle include drinking a minimum
of 1.5 liters of water per day, increasing
physical activity to at least 30 minutes
daily, sleeping for seven to eight hours
daily, and reducing or preferably quit-
ting smoking. &

Natali Farran is a neuropsychologist and senior
research assistant at the American University
of Beirut. Maya Bassil is an associate professor
of nutrition and program coordinator of the
Nutrition & Dietetics Coordinated Program at
the Lebanese American University.
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Investment

By Nabila Rahhal

Saved by the bell

Recent investments in property benefits real estate developers and buyers

IN BRIEF

Prior to October 17, 2019, the real estate market was suffering from high
developer debt and low interest rates on deposits.

Lack of trust in banks has since then lead to an uptick in real estate
investments, which in turn has allowed developers to pay back their

bank loans.

Long-term implications on the sector are dependent on the performance

of the new government.

The 1st century Arab poet Al-
Mutanabbi could be describing a
current scenario in Lebanon when
he wrote “masa’eb kawm ‘and kawm
fawa’id,” that what is seen as a ca-
tastrophe by some is an opportunity
for others.

The real estate sector in Leba-
non has been suffering from a slow-
down since 2014, although hard data
is largely unreliable and anecdotal
(see ExecuTive’s December 2018
article). Reasons behind the sector’s

woes include increased interest rates
on the bank loans of real estate de-
velopers—which reached up to 13.5
percent—and the market slowdown,
largely brought on by the high inter-
est rates on deposits that made people
reluctant to invest in real estate (see
article in EXECUTIVEs September
2019 issue).

“The hike in our interest rates
when the market was slowing down
at first, and then became stagnant for
several years, made it impossible for

developers to pay their loans,” says
Mireille Korab, head of business de-
velopment and communication at
FFA Real Estate. Korab estimates the
debt owed to banks at around $20
billion. Massaad Fares, chairman of
investment management firm Legacy
Central, told EXECUTIVE the same fig-
ure, breaking it down into $11 billion
owed by developers and $9 billion
by homeowners.

Adding to difficulties faced by in-
debted real estate developers looking
to lessen the burden of their loans, ac-
cording to Fares, was the high inter-
est rates on deposits over the past two
and a half years. He tells EXECUTIVE
that the majority of Lebanese were
tempted by these interest rates—
reaching up to 12 percent—and so
kept their money in the banks rather
than diversifying their investments.

When, in early September 2019,
Lebanese began to fear for those de-
posits—with the first warning signs of
the current financial crisis manifest-
ing through gas strikes and difficul-
ties obtaining dollars at ATMs—Fares
says this sparked renewed interest in
real estate investments. “Our phone
started ringing after a couple of years
of not ringing once,” he says. “I had
people from all walks of life calling
me to ask for my opinion about in-
vesting in real estate as a means of
saving their life’s earnings from the
banks” He adds that following the 15
days of bank closures that started on
October 18—the second day of the
still ongoing thawra (revolution)—
this initial interest turned into panic
as consumers’ distrust of banks grew.

This created what those in the real
estate sector EXECUTIVE spoke with
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characterize as a mutually beneficial
cycle. Lebanese wanting to withdraw
their money from a banking system
they no longer trusted opted to invest
in real estate, which benefited real es-
tate developers seeking to lessen their
debt burden, which, in turn, benefited
banks as these developers began re-
paying their loans. “It’s a healthy situ-
ation where the investor is taking his
money out of the bank and is happy;
the developer is taking the investor’s
money and transferring it—maybe
in the same day—to the bank while
making sales from his unsold stock
of property, and so is very happy; and
the bank is also happy because money
is coming into [borrower] accounts,’
says Walid Moussa, president of the
Real Estate Syndicate of Lebanon.
EXECUTIVE reached out to several
banks for this article but received no
response to interview requests.

THE NEED TO BUY

Lebanon’s current financial crisis
has arguably been exacerbated by the
lack of unified banking policies and
clarity over capital control measures,
leading many Lebanese to continue a
slow drip run on the banks. Increas-
ingly restrictive withdraw limits, how-
ever, have made those wishing to re-
move their deposits from the banking
system more creative.

Some Lebanese are using bankers’
checks to invest in high-value items
as a means of converting deposits into
tangible assets that they hope they can
eventually resell. In this scenario, the
real estate sector is one of their only
options, Moussa says. “Even invest-
ing in gold, jewelry, or art is no longer
feasible since those sellers are asking to
be paid in cash and not check,” he ex-
plains. “The real estate sector is one of
the few value investment channels that
is still accepting checks”

According to Korab, there are
precedents to investing in real estate
during times of crisis, which could
explain why Lebanese are turning to
the sector now. She says that investor
profiles range from high-net-worth-

UPDATE ON LEGACY ONE

Executive’s most recent update on Legacy One, a property investment platform
launched in the Lebanese market in 2018, was in its September 2019 issue. Back
then, the platform was struggling to compete with the allure of the high interest
rates on deposits that the banks were offering.

Since then, with current dire banking situation, the tides have changed and
interest in the investment platform is picking up since people trust that the
platform operators have a good property management system and know what to do
until it is time to resell, says Massaad Fares, chairman of investment management

firm Legacy Central.

The platform, however, has not been operating as intended. “When things changed
in light of the current situation, we stopped working as a fund per say, though

we are still working under the structure of the fund,” Fares says. “Buyers are

not joining as investors in a fund but instead giving us a certain amount to be
invested in real estate: They ask us to buy the property, manage it, and resell it. So,
in essence, we have a series of mini funds.”

Due to some high-value land sales, Fares says the platform has a large monetary
sum that is not reflected in the number of sales, which are few. “Because we did
not have enough requests for apartments, we could not buy all the 130 apartments
[we had in mind],” he says. “They would have cost $150 million, an amount we
have already made and more due to the land sales we made, although we don’t

have the number of units we wanted.”

Because of potential investors’ reluctance to incur debt through leverage into the
fund, he says they are considering becoming an equity only platform, which, if

decided, would be announced soon.

individuals looking to buy buildings in
Downtown valued at millions of dol-
lars to those who have worked all their
life and want to protect their retire-
ment finance through a medium-sized
investment in real estate (in the range
of $100,000 to $150,000).

PAYING THE PRICE OF
REAL ESTATE

Speaking from his perspective as a
real estate investment manager, Fares
tells ExeEcuTIviE that some buyers
are playing hardball, holding out for
very large—and to his mind not fea-
sible—discounts, as they assume that
indebted developers will make con-
cessions to close the sale. He says that
potential investors are also benefiting
from this situation and should take
advantage quickly, lest the tide change.
“Eventually your purchasing power
may decrease even further;” he warns.
“You can afford the apartment that is
$250,000 now, but maybe in a while,

you cannot buy it at this price any-
more because there might be a haircut
or your money may be exchanged to
Lebanese lira at LL1,500 [to the dollar],
and lose its value. If you want to invest
in real estate, waiting is losing”
However, developers are also guilty
of milking the situation, according to
Fares, lowering discounts on properties
from pre-thawra rates because demand
has increased—and they know poten-
tial investors have an added incentive
to move quickly. Prior to the October
17 protests, he says that properties
were being sold at a 30 to 40 percent
discount—now they are being sold at
an average discount of 25 percent in
prime areas like Solidere. The more
that developers repay their debts, the
less the urgency they have to sell, and
so they become greedy, he explains. It
is worth mentioning that investment
shares in Solidere have gone up from
$6.6 at closing in January 2019 to $7.9
at closing in January 2020. It is notable
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Lebanon has been inundated with billboards and social media posts advertising
the sale of properties in Cyprus, Greece, or Turkey with payment here in Lebanon.
In trying to understand the size of this market, Executive spoke to Walid Moussa,
president of the Real Estate Syndicate of Lebanon, who said that it is actually a
very narrow one. “Developers who were developing abroad and had debt grabbed
the opportunity to cover part of their debt by allowing investors to pay in Lebanon
and buy properties abroad,” he says. “But this is limited because, first of all, such
developers are limited in number and the demand was very high.”

While at first these developers were allowing for full payment to be made in
Lebanon, today a minority percentage of it can be paid in Lebanon—an average of
30 percent—with the remaining amount to be settled at the location of purchase,
according to Moussa. This makes such an investment only feasible for those who
already have bank accounts in foreign countries.

He advises those who want to make such an investment to work with reputable
property consultants and to only buy property in completed projects and not off the
map—Ilest they evade a potential haircut only to land in a bigger problem.

that the only real estate related stock
on the Beirut Stock Exchange (BSE)
improved in December 2019/Janu-
ary 2020, even as overall BSE market
cap dropped.

Moussa advises developers not to
play with prices nor be overconfident of
demand. “Developers have to be careful
not to lose this opportunity to sell—if
they increase their prices, this will halt
the trend,” he says. “People will not
evade a potential 20 percent haircut in
the banks to go invest in the retail sec-
tor at a high price because at the end the
result will be the same for them”

All those interviewed told Execu-
TIVE that only developers indebted to
the banks are selling property in to-
day’s market; non-indebted develop-
ers do not want money from sales to
be trapped behind the ongoing capital
controls at the banks and so are holding
off for more favorable conditions.

WHAT LIES BENEATH

This uptick in demand for real
estate investment, however, has not
directly translated into actual sales.
“Demand is crazy, Moussa says.
“People want to buy, but they don't
know what to buy—they know they
want to get their money out of the

bank and are acting more out of panic
then conviction.

“So what happens is that we are
receiving hundreds of demands per
week, but the transactions are not in
the hundreds [but in medium dou-
ble digits]” He explains that the un-
certainty about a financial solution
is causing cold feet—from both buy-
ers and sellers—before many deals
are closed.

Both Fares and Moussa agree that
the number of transactions in the
last quarter of 2019 have increased in
comparison with the fourth quarters
of both 2018 and 2017. “From all that
we are hearing, 30 percent of that has
materialized in transactions,” Fares
says. “Out of every 10 people who walk
through our door, three are buying, but
it is better than before the thawra when
only one was buying”

AND THEN WHAT?

As long as mistrust in the banking
system continues, Fares believes that
this increased interest in real estate in-
vestment will remain. Although it is still
too soon to assess the impact Lebanon’s
newly formed government will have on
the banking system, speaking before its
formation, Fares tells EXECUTIVE that

its credibility will have a strong impact
on the recent real estate trend. “If a
worthy government is formed, then the
mistrust will decrease, and this enthusi-
asm [for investment] will decrease;” he
says. “But if we get an unworthy gov-
ernment, this enthusiasm will continue.
And this is when I ask both developers
and buyers to not be greedy to save their
money and their property”

Moussa believes this phase of in-
vestment in real estate is transient as
uncertainty over haircuts on deposits
and the long-term solvency of banks
remains. He advises that developers
keep prices reasonable or risk nega-
tive long-term implications on the
sector. “We have to see what will hap-
pen to the real estate sector in terms
of prices;” he says. “If prices go up now
and the bank situation deteriorates
further, prices might go down again
and we will have to wait for a decade
to be able to resell at good prices and
recover investments.”

Korab says this trend of investment
in real estate will continue until devel-
opers pay off their debts. Once free of
debt, developers will be able to wait un-
til the situation stabilizes before selling.
This is when, according to Fares, prices
will start to increase. “When the debt
is entirely repaid and developers enter
the capital making phase, they will no
longer make discounts and prices will
eventually go up by percentage incre-
ments—although this will take many
months to happen,” he says.

In the long term, given the volatile
financial situation Lebanon is in, those
EXECUTIVE interviewed say that it is
impossible to make predictions with
any degree of accuracy. They foresee
that a lot of property will be up for sale
or rent, but, whether there will be a
market for them is unclear. Investment
in real estate is one option to withdraw
money from the banks—and may be
the answer to an indebted developer’s
prayers—but it remains a risky propo-
sition for the investor, as no one can
predict if they will be stuck with a non-
liquid asset down the line. E]
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By Roxana Mohammadian-Molina

When the going gets tough

How Lebanese entrepreneurs can survive the liquidity crisis

IN BRIEF

The liquidity crisis requires immediate attention and will likely result in an
IMF program, with consequences for poorer Lebanese.

In the short term, an IMF-backed loan program would need to create a
specialized fund to promote the local private sector and entrepreneurship.

In the long term, the government needs to foster relationships between itself,
the education sector, and businesses to help promote entrepreneurial growth.

Right now, the challenge every
Lebanese entrepreneur is facing is the
liquidity crisis. A two-speed approach
is required: 1) a set of short-term policy
measures to tackle the urgency of the
funding gap left by the liquidity crisis,
and 2) more medium- to long-term
policy measures that are focused on
building and strengthening the Leba-
nese entrepreneurship ecosystem.

EMERGENCY CRISIS
MANAGEMENT

As the outlook continues to de-
teriorate for Lebanon, the newly ap-
pointed finance minister Ghazi Wa-
zni said late January that Lebanon
needed foreign aid to save it from an
“unprecedented” situation that had
forced people to “beg for dollars” at
the banks and fear for their deposits.
The scene looks set for an Interna-
tional Monetary Fund (IMF)-backed
program for Lebanon, bringing to
mind the example of Egypt. Analysts,
observers, and international financial
institutions alike have hailed Egypt
for tough economic reforms tied to a
three-year, $12 billion loan program
with the IMF, agreed to in late 2016.
The reforms included devaluing the
Egyptian pound by about half, re-
laxing the exchange rate regime to

let the currency float freely, cutting
energy subsidies, and introducing a
value-added tax (VAT). Those chang-
es have reduced the country’s current
account deficit, inflation, and unem-
ployment—thus strengthening the
national currency. In its fifth and final
review of Egypts economic reform
program completed in July 2019, the
Executive Board of the IMF said that
“the macroeconomic situation has
improved markedly since 2016, sup-
ported by the authorities’ strong own-
ership of their reform pro-
gram and decisive upfront
policy actions. Critical
macroeconomic reforms
have been successful in
correcting large external
and domestic imbalances,
achieving macroeconomic
stabilization and a recov-
ery in growth and employ-
ment, and putting public debt on a
clearly declining trajectory” The IMF
further noted that the outlook for
Egypt’s economy remains favorable.
Yet, Egypt’s robust IMF-backed
structural reform program that has
helped steady the economy has also
been accompanied by an increase
in inequality and poverty. Indeed,
while macroeconomic indicators have

drastically improved, measures such
as price increase of basic foods like
bread, milk, and lentils, as well as
slashing fuel subsidies, which meant
an increase in the price to consum-
ers of gasoline, diesel, kerosene, and
fuel oil, have left many of Egypts
nearly 100 million citizens under in-
creased economic strain and strug-
gling to make ends meet. According
to Egypt’s Central Agency for Pub-
lic Mobilization and Statistics, 32.5
percent of Egyptians lived below the
poverty line in 2018—up from 27.8
percent in 2015. This darker side of
the IMF’s help programs was also vis-
ible in a 2019 loan agreement with
Ecuador that called for an enormous
tightening of the country’s national
budget—about 6 percent of GDP over
the next three years. It does not bode
well for the more than 25 percent of

B Any reform that comes
along with an IMF-backed loan
program would need to address
the liquidity requirements of
entrepreneurs and SMEs.

the Lebanese citizens who live in pov-
erty that an IMF-backed program will
most likely include raising taxes that
fall disproportionately on Lebanon’s
poorest citizens while making cuts to
the already thin public investment.
In Lebanon’s case, given the ur-
gency of the liquidity crisis, any re-
form that comes along with an IMF-
backed loan program would need to
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address the liquidity requirements
of entrepreneurs and SMEs—95 per-
cent of companies in the country are
SMEs, which account for 50 percent
of employment. One such short-term
emergency crisis management solu-
tion is the creation of an entrepre-
neurship fund or loan to promote
the local private sector and entrepre-
neurship. The IMF has
been very vocal about
the importance of
private sector invest-
ment in creating jobs
and achieving strong
growth, particularly
in the MENA region.
Once again, Egypts
example comes to mind. In 2015,
Egypt received a $1 billion loan from
the World Bank in order to support
the country’s small businesses and
entrepreneurial sector and pave the
way for new job opportunities. That
was followed by annual loans worth
$3.15 billion from the bank between
2015 and 2017 to help Egypt’s eco-
nomic reform program and local
business development.

This IMF-backed entrepreneur-
ship fund should also go hand in
hand with reform policies to make it
easier to start and manage a business,
policies that tackle the complex and
burdensome regulations in Lebanon
that have historically held back in-
vestment and, hence, job creation and
growth. Both the IMF and the World
Bank have traditionally been very vo-
cal about the fact that enhancing ac-
cessibility to finances, and promoting
entrepreneurship and transparency
in tax filings and government pro-
curement would allow independent
small businesses to thrive and estab-
lish new opportunities.

BUILD AND STRENGTHEN
THE ECOSYSTEM

Once the short-term crisis is over,
and the country is hopefully on the
right track to recovery and growth,

there are long-term challenges to
building a strong entrepreneurship
ecosystem that need to be targeted.
Within that, government interven-
tions need to be carefully crafted to
be limited to improving the envi-
ronment that surrounds startups.
In short, the government’s role is to
optimize conditions for entrepre-

B A well-organized
interaction between
education, business, and
government is an important
key to success.

neurs. It is difficult to point to any
entrepreneurial ecosystem that has
risen through direct government
intervention, yet many successful
entrepreneurial ecosystems and in-
novation districts, such as the UK’s
Silicon Corridor or Spain’s 22@Bar-
celona project, have been assisted by
governments that are entrepreneurial
at the level of policy, legislation, per-
mit authorization, purchasing, in-
frastructure investments, education,
and coaching.

In some regions, such as the
GCC, public policy to enhance access
to finance has included the creation
of regional VC funds, usually taking a
hybrid form in which both public and
private sector money is combined
under private sector management.
Yet, this approach has come under
criticism for mixed results, with some
observers noting the impact on the
ability of purely private sector VC
funds to raise money in those coun-
tries. Furthermore, the focus on risk
capital neglects the fact that only a
small minority of startups use this fi-
nancing channel, at least in the early
stages. Instead, encouraging the crea-
tion of a well-regulated peer-to-peer
lending system is more effective as
it provides seed and start-up capital
and its trust-based nature means that

investors typically invest in business-
es that are close to home (see article
in EXECUTIVE’s September edition).
It is also important to point out that
ultimately, it was the liquidity crisis of
2008 that led the way to the creation
of the alternative lending sector, peer-
to-peer lending, and crowdfunding
in the US and Europe.

As part of the medium- to long-
term strategies to build on and
strengthen the Lebanese entrepre-
neurship ecosystem, special attention
needs to be paid to policies by stake-
holders such as the government, the
central bank, and the Banking Control
Commission of Lebanon that can foster
connections between the different play-
ers within entrepreneurial ecosystems.
For example, professional networking
organizations, such as the Lebanese In-
ternational Finance Executives (LIFE),
entrepreneurship clubs, VC-backed
groups, professional associations, and
diaspora associations. Lebanon has al-
ready seen the emergence of organiza-
tions that have sought to build bridges
between different entrepreneurial ac-
tors through the creation of commu-
nities of practice or entrepreneurial
networks, such as Berytech, SPEED@
BDD, the UK Lebanon Tech Hub, and
AltCity—all of which have provided
mechanisms for entrepreneurs in the
knowledge economy to experiment,
improve, and scale up.

Ultimately, however, a well-or-
ganized interaction between educa-
tion, business, and government is an
important key to success. This can be
done through the effective provision
of support to entrepreneurs during
the pre-startup, startup, and early
post-startup stages. In particular,
public sector and university-led busi-
ness accelerators and incubators have
the opportunity to provide startups
with advice, networking opportuni-
ties, and finance in order to help fos-
ter these fledgling ventures. E]

Roxana Mohammadian-Molina is chief
strategy officer and board member
at fintech company Blend Network and
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By Maria Frangieh

Virtual armor

Going virtual to survive Lebanon’s financial crisis

IN BRIEF

The virtual working model benefits employers and employees.
It has the potential to foster decentralized economic growth.
It can be a shield for businesses in times of crisis.

The political crisis in Lebanon has
compounded an economic crisis that
has been looming in the shadows for
decades. News of business closures,
salary reductions, and layoffs are added
worry to Lebanese already struggling
under the burden of the ongoing li-
quidity and financial crisis. Without
urgent reforms, the economy is at risk
of experiencing a deep recession.

ADAPT TO SURVIVE

The current—and potential—
consequences of these twin crises are
catastrophic, especially to Lebanese
businesses. In order to survive, com-
panies must reduce their expenditures.
Unfortunately, the first instinct in these
circumstances is to lay off employees—
this will only further damage the econ-
omy in the long run.

Instead, companies must adapt to
survive. This is where the virtual model
can play a huge role. A virtual busi-
ness conducts all or most of its busi-
ness via the internet, eliminating the
challenges faced with office costs, with
geographically unattainable talent, and
with scarce cash flow. There is a grow-
ing body of evidence to suggest that,
if adopted correctly, the virtual model
can be both productive and lucrative.
Advanced digital and IT transforma-
tion strategies have led internationally
to success for a diversity of companies
such as Dell, Articulate, and Buffer. In
Lebanon, however, companies are not

yet embracing this change. With the
current crisis, they may be forced to.

Adopting a remote working model
has mutual benefits for employees and
business owners. The latter can save
on their costs—electricity, internet,
rent, office supplies, and talent reten-
tion—as well as gain more flexibility in
their business management, while the
former can save on fuel, time spent in
traffic, food, and professional wardrobe
costs, and can have an economic advan-
tage over colleagues who are reporting
to the office. In Lebanons case, current
instabilities will have a reduced impact
on businesses adopting a virtual model
as employees will be able to continue to
work unaffected by road closures from
the ongoing protests.

The virtual model also has the po-
tential to influence on the country-wide
economic level, as towns outside of Bei-
rut could benefit from flows of income
and investment. Virtual working allows
employees to stay in their hometowns
rather than migrate to the capital, and
their spending and investments in
these towns, if at a large enough scale,
could help foster a decentralized boost
that would contribute to Lebanon’s eco-
nomic growth.

CAN IT WORK?

Going virtual is a big change that
requires time and effort. If implement-
ed correctly, this model can help busi-
nesses survive during difficult times.

Not all businesses can operate re-
motely, however, and for those that
can, there are varying levels of difficulty
making the shift to a virtual operation.
If a business has a clear organizational
structure and tasks lists, the shift can
be smoother. On the other hand, busi-
nesses with complex organizational
structures that are not able to remotely
access their files will have a hard time.

The virtual model also requires
the use of web tools to manage virtual
teams. These tools are already available
on the majority of laptops. Companies
can also purchase more sophisticated
tools as part of their fixed costs.

Successfully virtualizing a com-
pany’s infrastructure and operations
is also heavily reliant on the team.
As businesses strive for a complete
reform, one of the biggest impedi-
ments is finding employees with the
right skillsets.

A final, and key, factor is trust.
Managers should earn their team’s trust
by providing them with the right tools,
training, and space to thrive. Employ-
ees should also demonstrate their com-
mitment through an organized and
timely workflow. It is only by combin-
ing all these elements that a business
can become a virtual success.

As Lebanon races against time to
avoid an economic crash, companies
should take measures to protect them-
selves and their employees. The virtual
model could be the armor that shields
a business from financial catastrophe.
It can also play a part in revitalizing
the economy outside of Beirut. ]

Maria Frangieh is the founder and managing
director of virtual company Socialprise.
She lectures in digital business
at the Université Saint-Joseph.
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CCCLs
Rescue
Fund

The Children’s Cancer Center of Lebanon (CCCL) is facing extremely challenging times as
donations have drastically decreased.

Therefore, CCCL has launched its Rescue Fund with a target of 10 Million USD which is essential for
the center to overcome this situation and continue its lifesaving mission.

Due to the deteriorating economy for the past 2 years, CCCL has been intensifying fundraising efforts
and implementing cost containment to ensure the continuity of support and services to all our patients.
However, times becoming extremely challenging leaving the center with a 2.5 million USD deficit for
2019, urgent support is needed

CCCVL’s Rescue Fund will safeguard the CCCL to continue treating @ o
300 patients in 2020. ﬁ

More than 1,740 kids have been treated at CCCL till date totally for free, with an average yearly
treatment cost per child of 55,000 USD and an average cure rate of 80%.
CCCL is only dependent on donations to fulfill its lifesaving mission.
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®© Children's Research Hospital.

To donate: cccl.org.Ib/RescueFund | 70 - 351515
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On the occasion of his visit
to Lebanon, Rodolphe Saadé,
chairman and chief executive
officer of the CMA CGM Group,
came to inaugurate “The Hub”
digital center on December
27, 2019. Through this center
located in Beirut Digital District,
CMA CGM once again confirms
its commitment to contribut-
ing to the development of the
already recognized digital and
numeric ecosystem in Lebanon.

w Since the beginning of the
economic crisis in Lebanon,
Banque BEMO has stayed beside its
clients, trying to find the adequate
solutions while reducing its global
exposure. As the crisis is getting
more mature, Banque BEMO has
decided to grant loans again.

= MIT Enterprise Forum (MITEF)

Pan Arab announced the semifi-
nalist teams who will officially be
competing in the 13th edition of
MITEF’s Arab Startup Competi-
tion. The semifinalist teams are
competing in one of three differ-
ent tracks: startups, ideas, and
social entrepreneurship.

BLOM Bank sal is pleased
to inform its shareholders that
the extraordinary general assem-
bly held on January 14 at the
bank’s headquarters approved
the terms and conditions of the
first increase of the bank’s tier
one capital by 10 percent of its
common equity tier one, in an
amount equivalent to $261.94
million through cash contributions
to capital in US dollar in accord-
ance with the provisions of BDL
intermediate circular No. 532 (in-
termediate Decision No. 13129)
dated November 4, 2019.

u LGB BANK sal announces that
it had finalized the increase of its
equity through a cash contribu-
tion in US dollars equivalent to
10 percent of common equity tier
one as of December 31, 2018,
during the ordinary general as-
sembly meeting of shareholders
held on January 14. Through
this, LGB BANK has complied
with the terms of BDL intermedi-
ate circular No. 532, dated No-
vember 4, 2019 and increased
its equity to maintain strong
capitalization.

. The European Bank for
Reconstruction and Develop-
ment is investing $60 million to
become a shareholder in Infinity
Energy S.A.E., one of Egypt’s
leading private energy compa-
nies through the issuance of
new shares.

N The Lebanon Enterprise and
Employment Programme (LEEP)
funded by the United Kingdom
Agency for International Devel-
opment is a program supporting
small and medium enterprises

in Lebanon, helping them grow
their business and create jobs by

providing funding and business
development services (BDS).
LEEP partners with banks,
micro-finance institutions, and
BDS experts to stimulate growth-
oriented financing and provide
business support.

Huawei, a global provider of
information and communications
technology infrastructure and
smart devices, has entered into a
strategic alliance with SABIS®—a
global education management
organization—which will use Hua-
wei’s technology to uplift their IT
infrastructure on the school and
the corporate level.

LG Electronics took home the
most awards ever from industry
experts at CES®, more than 150
honors this year, led by the Best
TV of CES Award for the sixth
consecutive year.

W \vith 80 percent of its

funds generally coming from
Lebanon, the Children’s Can-

cer Center of Lebanon (CCCL)

is facing extremely challenging
times as donations have drasti-
cally decreased. Therefore, CCCL
launched its Rescue Fund, on De-
cember 18, 2019, with a target
of $10 million.

u Samsung Electronics, Co.,

Ltd. opens a new era of kitchen
design in the Lebanese market
with the introduction of its new
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BESPOKE refrigerator lineup and
the first product in its new pre-
mium built-in lineup—the Dual
Cook Steam oven.

u On January 15, Berytech of-
ficially launched its A.C.T Smart
Innovation Hub in the presence
of H.E. Jan Waltmans, ambas-
sador of The Kingdom of the
Netherlands in Lebanon, and
Maroun N. Chammas, chair-
man and CEO of Berytech. The
Agri-Food & CleanTech (A.C.T.)
Smart Innovation Hub is a new
out-of-the-box approach by
Berytech aimed at strengthen-
ing business advancement, eco-
nomic growth, and job creation
in the agri-food and cleantech
sectors in Lebanon.

W \with its individual design and
equipment features, the new MINI
Convertible Sidewalk offers ideal
conditions for making an extro-
verted appearance in urban traffic.
Market launch is March 2020.

Beirut and its Medical Center
(AUBMC) launched the new
“PUINFAAT Center” on January
9. This center, the first-of-its-kind
in Lebanon and the region, is an
outpatient multidisciplinary setting
providing specialized assessments,
interventions, referrals, awareness,
training, and research to a wide
population of persons with learn-
ing difficulties, their parents, and
other professionals involved.

u Maserati pays tribute to its

heritage with the launch of the
Royale special series, available
across all models with V6
engines featured in the current
Maserati range.

W The Tag Heur Autavia time-
pieces reintroduced in 2017 and
2019 make up a stand-alone
collection of models that boast
the versatility, ruggedness, and
reliability that characterized the
original Autavia watches pro-
duced in the 1960s.

- The Christmas spirit could

truly be felt at LAU Medical
Center-Rizk Hospital on December
30, 2019 when a group of teen-
agers from the Marial Apostolic
Movement - St. Maroun, Jeita vis-
ited cancer patients to distribute
presents and spread joy and love
around the holiday season.

N The Department of Psychiatry
at the American University of

As an e-mobility pioneer, the
BMW Group has reached an-
other electromobility milestone
and already delivered half a
million electrified cars to
customers worldwide.

u Hyundai Motor Company un-
veiled at CES 2020 its innova-
tive vision for urban mobility to
help vitalize human-centered
future cities. To realize the

vision, Hyundai Motor show-
cased three mobility solutions,
comprising Urban Air Mobility,
Purpose Built Vehicle, and Hub,
a place for mobility transfer and
community activities.

= Samsung Electronics Levant
announced on January 5 that it
achieved a new record in sales

of Samsung smart phones within
four days, after running out of the
initial stock of its latest smart-
phone, Galaxy Fold, which was
available for purchase in Lebanon
through its website.

LT joint effort to enhance the
business opportunities between
high-impact entrepreneurs and
Lebanese investors and strength-
en the ties between the local
entrepreneurial community and
the network of Lebanese business
diaspora, Endeavor Lebanon and
Lebanese International Finance
Executives (LIFE) organized a
speed mentoring session target-
ing 15 high-growth companies on
December 27, 2019.

N LAU Medical Center-Rizk Hos-

pital announced that Dr. Fares
H. Zaitoun, clinical assistant
professor in allergy/immunology
has received a special recog-
nition award from the World
Allergy Organization during its
annual World Allergy Conference
held December 11-14, 2019 in
Lyon, France. &
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Events
| ORGANIZERS |CONTACT | WEBSITE
[l buBAl
24-25 Feb SHRM TECH
Informa Connect +971 4 335 2483; shrm@informa.com www.informa-mea.com
25-27 Feb FUTURE PROCUREMENT LEADERS
IQPC Middle East +971 4 360 2807; enquiry@iqgpc.ae www.igpc.ae
23-24 Mar STRATEGY EXECUTION AND INNOVATION FORUM
Informa Connect +971 4 407 2894; register-mea@informa.com www.informa-mea.com
5-7 Apr TALE -TOURISM, ATTRACTIONS, LEISURE AND ENTERTAINMENT
IQPC Middle East +971 4 364 2975; enquiry@igpc.ae www.igpc.com
5-7 Apr MEGA CITY INFRASTRUCTURE WEEK
IQPC Middle East +971 4 360 2807; enquiry@igpc.ae www.igpc.com
12-16 Apr 26TH GCC SMART GOVERNMENT AND SMART CITIES CONFERENCE
Datamatix Group +971 4 332 6688; info@datamatixgroup.com www.datamatixgroup.com
15-16 Apr ATD MIDDLE EAST CONFERENCE
Informa Connect +971 4 407 2500; register-mea@informa.com www.informa-mea.com
16 Apr NATION’S IDENTITY AND CULTURE IN THE YEAR 2030 CONFERENCE
Datamatix Group +971 4 332 6688; info@datamatixgroup.com www.datamatixgroup.com
16-18 Apr GULF EDUCATION AND TRAINING EXHIBITION GETEX
International Conferences and Exhibitions +971 4 335 5001; info@icedxb.com www.icedxb.com
19-21 Apr FUTURE OF FINANCE AND CFO SUMMIT
IQPC Middle East +971 4 364 2975; enquiry@igpc.com.sg www.igpc.ae
[ ABU DHABI
TBD HIMAYA
Al Iktissad Wal Aamal Group +961 1 780 200; forums@iktissad.com www.iktissadevents.com
10-11 Mar AIRFINANCE JOURNAL MIDDLE EAST 2020 +44 20 7779 8349; Www.euromoneyseminars.com
Euromoney Seminar registrations@airfinancejournal.com
18 Mar MENA INVESTEMENT CONGRESS
Informa Middle East +971 4 407 2500; menaicon@informa.com  www.informa-mea.com
[ BAHRAIN
10-11 Mar INTERNATIONAL CONFERENCE ON ADVANCES IN BUSINESS MANAGEMENT AND INFORMATION SCIENCE
The International Society for Engineers and Researchers +91 760 698 6241; info@iser.co WWW.iSer.co
B EGYPT
12 Feb HSE IN ENERGY
dmg Events +202 2 260 7811; eeca@eeca.gov.eg WWWw.eeca.gov.eg
28-30 Mar EGY WASTE & RECYCLING EXPO 2020
Al Harithy Exhibitions +966 2 654 6384; ace@aceexpos.com WWW.aCcexpos.com

I SAUDI ARABIA

17-20 Feb SABIC CONFERENCE
Sabic Conference +966 11 225 8000; ir@sabic.com www.sc2020expo.com
2-5 Mar THE INTERNATIONAL ENGINEERING CONFERENCE AND EXHIBITION
Saudi Council Of Engineers (SCE) +966 50 7877078; m.reda@saudieng.sa www.saudieng.sa
8-10 Mar SAUDI 10T
King Abdulaziz City for Science and Technology +966 11 293 3488; info@saudiiot.com www.saudiiot.com
23-25 Mar INTERSEC SAUDI ARABIA
Messe Frankfurt Exhibition GmbH +971 4 389 4500; www.intersec-ksa.com
intersec-ksa@uae.messefrankfurt.com
B KuwaIT
11-12 Mar KUWAIT WASTE MANAGEMENT CONFERENCE & EXHIBITION
Promedia International +965 2 246 2212; info@promediakw.com www.kuwaitwaste.com
17-19 Mar ANNUAL TECHNICAL CONFERENCE, EXHIBITION & WORKSHOP
iCONEX +973 1 740 2889; marketing@iconexgulf.com  www.iconexgulf.com
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| ORGANIZERS | CONTACT

| WEBSITE

1-2 Apr KUWAIT OPERATIONS AND MAINTENANCE CONFERENCE
Promedia International +965 2 246 2212; info@promediakw.com www.kuwaitom.com
[ JORDAN
6-9 Apr SPARK THE INTERNATIONAL ELECTRICAL AND ELECTRONIC ENGINEERING FAIR AND CONFERENCE
Golden Gate for Organisation of Exhibitions +962 565 8501; goldgate@go.com.jo www.jordan-fairs.com
Il 0ATAR
10-11 Feb INTERNATIONAL CONFERENCE ON SCIENCE, ENGINEERING & TECHNOLOGY
Researchfora +1 315 352 0822; info@researchfora.com www.researchfora.com
I ovAN
16-18 Mar OMAN ENVIRONMENT & FACILITIES MANAGEMENT CONFERENCE
Oman International Trade & Exhibitions +968 2 456 4303; info@oite.com www.oite.com
13-15 Apr COMEX - IT TELECOM & TECHNOLOGY EXHIBITION & CONFERENCE
Oman International Trade & Exhibitions +968 2 456 4303; info@oite.com www.oite.com
ORGANIZERS | CONTACT WEBSITE
I LEBANON
5-8 Feb EDEX
Promofair SAL +961 1 561 600/1/2/3/4; info@promofair.com.lb  www.promofair.com.lb
5-8 Feb WEDDING FOLIES
Promofair SAL +961 1 561 600/1/2/3/4; info@promofair.com.lb  www.promofair.com.Ib
26-28 Feb JAMALOUKICON
Promofair SAL +961 1 561 600/1/2/3/4; info@promofair.com.lb  www.promofair.com.lb
30 Mar - 1 Apr BEIRUT INTERNATIONAL WEDDING DESTINATION FAIR
Promoteam +961 1 339 050; sm@promoteam-Itd.com www.promoteam-Itd.com
24-27 Mar HORECA LEBANON 2020
Hospitality Services +961 1 480 081; info@hospitalityservices.com.Ilb  www.hospitalityservices.com.|b
M busal
25-26 Feb MIDDLE EAST RAIL
Terrapinn +971 4 440 2500; info@terrapinn.com www.terrapinn.com
3-5 Mar MIDDLE EAST FILM COMIC CON
Informa Middle East +971 4 407 2500; info-mea@informa.com www.informa-mea.com
3-5 Mar MIDDLE EAST ENERGY DUBAI
Informa Middle East +971 4 407 2500; info-mea@informa.com www.informa-mea.com
9-10 Mar THE MIDDLE EAST COATINGS SHOW
dmg World Media Dubai Ltd +971 4 331 9688; dmg@emirates.net.ae www.dmgdubai.com
16-18 Mar ARABLAB 2020
Scientific International Exhibitions +971 4 397 5418; info@arablab.com www.arablab.com
23-25 Mar ENTERTAINMENT, AMUSEMENT AND LEISURE
International Expo-consults +971 4 343 5777; iec@emirates.net.ae www.iecdubai.com
25-26 Mar SEAMLESS MIDDLE EAST 2020
Terrapinn +971 4440 2500; info@terrapinn.com www.terrapinn.com
16-18 Apr GULF EDUCATION AND TRAINING EXHIBITION GETEX
International Conferences & Exhibitions +971 4 335 5001; info@icedxb.com www.informamarkets.com
19-22 Apr ARABIAN TRAVEL MARKET, DUBAI INTERNATIONAL CONVENTION & EXHIBITION
Reed Exhibitions - Middle East +971 2 444 6113; enquiryREC@reedexpo.co.uk www.reedexpo.com
20-21 Apr MIDDLE EAST INVESTEMENT SUMMIT 2020
Terrapinn +971 4 440 2500; info@terrapinn.com www.terrapinn.com
20-21 Apr ILTM ARABIA
Reed Exhibitions - Middle East +971 2 444 6113; enquiryREC@reedexpo.co.uk www.reedexpo.com
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| ORGANIZERS | CONTACT | WEBSITE
[ ABU DHABI
31 Mar- 2 Apr ~ INTERNATIONAL EXHIBITION FOR SECURITY AND NATIONAL RESILIENCE
Reed Exhibitions - Middle East +971 2 444 6113; enquiryREC@reedexpo.co.uk www.reedexpo.com
6-8 Apr IBTM
Reed Exhibitions - Middle East +971 2 444 6113; enquiryREC@reedexpo.co.uk www.reedexpo.com
13-16 Apr SOUR OIL & GAS ADVANCED TECHNOLOGY

Dome Exhibitions

+971 340 0448; domedxb@eim.ae

www.domeexhibitions.com

[ SAUDI ARABIA

5-7 Mar 20TH SAUDI INTERNATIONAL WEDDINGS FAIR
XS Conferences & Exhibitions +966 55 305 5757; info@xs-conferences.com www.xs-conferences.com
10-12 Mar SAUDI HORECA 2020
SEMARK Group +966 92 000 3361; info@semark.com.sa www.semark.com.sa
22-24 Mar INTERSEC ARABIA 2020
Al Harithy Exhibitions +966 2 654 6384 ; ace@aceexpos.com WWW.aCcexpos.com
26-28 Mar RIYADH TRAVEL FAIR 2020
Riyadh Travel Fair +966 1 466 5064; info@asas.biz www.riyadhtravel.net
29 Mar- 1 Apr ~ SAUDI TRAVEL AND TOURISM INVESTMENT MARKET
Riyadh Travel Fair +966 1 466 5064; info@asas.biz www.riyadhtravel.net
5-6 Apr SPECIAL MEETING ON THE MIDDLE EAST IN THE FOURTH INDUSTRIAL REVOLUTION
World Economic Forum +41 022 869 1449; contact@weforum.org www.weforum.org
[l EGYPT
11-13 Feb EGYPS 2020
dmg::events +971 4 438 0355; egyps.conference@dmgevents.com www.egyps.com
11 Feb EGYPT PETROLEUM SHOW
Egypt International Exhibition Center - EIEC  +20 2 24012048; info@nc-iec.com Www.nc-iec.com
27-29 Feb FABEX 2020
Egypt International Exhibition Center - EIEC +20 2 24012048; info@nc-iec.com www.nc-iec.com
28-30 Mar POOL, SPA & LANDSCAPE EXP0 2020
Al Harithy Exhibitions +966 2 654 6384; ace@aceexpos.com WWW.aCcexpos.com
B KuwaAIT
11-15 Feb MAKER FAIRE
KIF Kuwait International Fair +965 538 7100; info@kif.net www.kif.net
14 Feb THE BIRD SHOW
KIF Kuwait International Fair +965 538 7100; info@kif.net www.kif.net
15-24 Feb HALA FEBRUARY
KIF Kuwait International Fair +965 538 7100 ; info@kif.net www.kif.net
19 Feb KCA
KIF Kuwait International Fair +965 538 7100; info@kif.net www.kif.net
19-22 Feb MADE IN QATAR
KIF Kuwait International Fair +965 538 7100; info@kif.net www.kif.net
26 Feb - 8 Mar ~ DARARAT GALLERY EXH
KIF Kuwait International Fair +965 538 7100; info@kif.net www.kif.net
27-29 Feb EG&COMFEST
KIF Kuwait International Fair +965 538 7100; info@kif.net www.kif.net
2-7 Mar LIGHT EXPO
KIF Kuwait International Fair +965 538 7100; info@kif.net www.kif.net
4-7 Mar KUWAIT BUILDING SHOW
Atex International Exhibitions +971 4 587 8627; info@atexinternational.com www.atexinternational.com
1-2 Apr KUWAIT INTERNATIONAL AGRO FOOD EXPO
Deem For Event Management +965 6 998 6600; info@deemexpo.com www.deemexpo.com
13-18 Apr THE LUXURY SHOW ARABIA

Atex International Exhibitions

+971 4 587 8627; info@atexinternational.com

www.atexinternational.com
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[ BAHRAIN
4-7 Mar BAHRAIN INTERNATIONAL GARDEN
Bahrain Convention & Exhibition Bureau +973 1 755 5513; info@btea.bh www.bahrainexhibitions.com
16-19 Mar GEO 2020
Informa Markets +973 1 755 0033 ; informamarkets@informa.com www.informamarkets.com
24-26 Mar OPEX MENA
Euro Petro +973 4 421 4642; office@europetro-me.com www.europetro.com
24-26 Mar BITEX EXHIBITION
Worksmart for Events Management +973 1771 7200; info@worksmartbh.com www.worksmart.bh
14-16 Apr GULF CONSTRUCTION EXPO
Bahrain Convention & Exhibition Bureau +973 1755 8800; info@btea.bh www.bahrainexhibitions.com
14-16 Apr GULF INTERIORS EXPO
Bahrain Convention & Exhibition Bureau +973 1 755 8800; info@btea.bh www.bahrainexhibitions.com
14-16 Apr GULF PROPERTY SHOW
Hilal Conferences and Exhibitions +973 1 729 9123; info@hilalce.com www.hilalce.com
[ JORDAN
10 Mar 5TH JORDAN INTERNATIONAL ENERGY SUMMIT
Global Event Partners +962 6 4611014; lana@ijordan.org www.jies-summit.com
30 Mar -2 Apr  SOFEX JORDAN
Sofex Jordan +962 6 562 7301; rtabbaa@sofexjordan.com www.sofexjordan.com
6-9 Apr THE 17TH INTERNATIONAL MACHINES AND ELECTRO-MECHANICAL EXHIBITION
Golden Gate for Organisation of Exhibitions +962 5 658 501; info@jordanfairs.com www.jordan-fairs.com
6-9 Apr SONEX 2020, SOLAR NEAR EAST EXHIBITION AND FORUM
Golden Gate for Organisation of Exhibitions +962 5 658 501; info@jordanfairs.com www.jordan-fairs.com
I 0ATAR
24-29 Feb DOHA JEWELLERY AND WATCHES EXHIBITION
Qatar National Tourism Council -; sales.djwe@decc.qa www.djwe.qa
7-9 Apr PROJECT QATAR
Al Harithy Exhibitions +966 2 654 6384; ace@aceexpos.com WWW.acexpos.com
[ OMAN
9-11 Mar OMAN PETROLEUM & ENERGY SHOW
Omanexpo LLC +968 2 479 0333; omanexpo@omantel.net.om WWW.0manexpo.com
30 Mar- 1 Apr ~ OMAN DESIGN & BUILD WEEK
Omanexpo LLC +968 2 479 0333; omanexpo@omantel.net.om WWW.0manexpo.com
30 Mar- 1 Apr ~ OMAN REAL ESTATE EXHIBITION
Omanexpo LLC +968 2 479 0333; omanexpo@omantel.net.om WWW.0manexpo.com
13-15 Apr COMEX - IT TELECOM & TECHNOLOGY EXHIBITION & CONFERENCE
Oman International Trade & Exhibitions +968 2 456 4303; info@oite.com www.oite.com
14-16 Apr GLOBAL HIGHER EDUCATION EXHIBITION 2020 GHEDEX
Oman International Trade & Exhibitions +968 2 456 4303; info@oite.com www.oite.com
14-16 Apr TRAINEX 2020
Oman International Trade & Exhibitions +968 2 456 4303; info@oite.com www.oite.com
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LAST WORD

By Roula Mikhael

When the media becomes the target

Those responsible for attacks on the press must be held accountable

Journalists were among the
most active in documenting the
Lebanese protests, according to
our Lebanon Protests open-data
platform. This role has put members
of the press at risk, with attacks on
media spiking in mid-January—the
SKeyes Center for Media and Cul-
tural Freedom identified over 20 vio-
lations against media between Janu-
ary 14 - 20, raising the total number
of violations to 75 since the protests
began on October 17, 2019.

This popular uprising is revolu-
tionary because it exceeded the prev-
alent ceiling of freedom of expression
and broke through the barrier of fear
over prosecution—almost as if the
streets wanted to destroy the image
of politicians because they could not
remove them from power.

Criticism has become a daily dis-
course for protesters. One achieve-
ment has been how traditional media
has opened up to activists and protes-
tors—criticism of political elites that
would have been censored by default
prior to the protests now regularly
appears on air. This has changed the
public discourse, with blame for the
ongoing financial crisis and the im-
poverishment of the country and its
people laid firmly at the door of a
political elite, accused of selfishness,
corruption, and inefficiency.

However, this high ceiling of criti-
cism has come at a price. As the pro-
tests continued, the frequency of street
violence increased, and the reaction of
the security forces has been document-
ed as disproportionate and oppressive.
Instead of being protected while cov-
ering the protests, journalists have be-
come a target of repression and assault.

January 15 marked a dangerous
shift, with previously unseen levels
of violence against both protesters and
the media. Riot police were filmed as
they attacked dozens of journalists and
photographers in front of Helou bar-
racks in Beirut that were there to cover
protests taking place in solidarity with
59 detainees who were arrested the
night before during clashes in Hamra.
Journalists, clearly identified as such,
were trying to protect their cameras
while fighting off illegal attacks on their
person. Journalists were not only beat-
en, some were also arrested, includ-
ing journalists from Reuters, MTV, Al
Jadeed TV, and EXECUTIVE’s photogra-
pher, French national Greg Demarque.
All were released the next day.

On January 18, several journalists
and photographers were also injured
while covering the confrontations be-
tween demonstrators and the security
forces in Downtown Beirut. The next
day, also in Downtown, journalists
covering the protests were hit by rub-
ber bullets. Al-Jazeera reporter Thab
Al-Aqdi was shot in the leg, while an
Al-Jadeed cameraman, Mohammed
al-Samra was shot in the hand and
taken to hospital for treatment.

Violations and attacks on media
by security forces have not only been
extensively documented, but have tak-
en place despite these journalists being
clearly identifiable as press. Press have
also been attacked by civilians while
covering protests in areas or crowds
that are hostile either to the presence
of media in general or to certain me-
dia outlets, such as the attacks against
press during clashes on the ring. Some
members of the press have been sub-
ject to cyber bullying campaigns and

doxxing in attempts to intimidate
them; notably two female journalists
were the targets of bullying campaigns
via the use of abusive hashtags and
verbal harassment online.

The media are doing their profes-
sional duty on the frontlines of these
protests, it is paramount that they re-
ceive the protection necessary to do
their job. Following the attacks on
journalists outside Helou barracks,
then-interior minister Raya el-Hassan
apologized and assured that an inves-
tigation would take place and those re-
sponsible held accountable. This needs
to happen—and not behind closed
doors. It is not acceptable to condemn
attacks against the press while abdicat-
ing responsibility. All investigations
into violations by security forces must
be held transparently and perpetrators
held publicly accountable.

Beyond guaranteeing freedom
of the press and accountability for
those who violate it, there needs to
be a broader understanding of how
Lebanon has changed. The barrier
against freedom of expression that
has been torn down by these protests
must not be rebuilt. Instead, the state
must address the issues surrounding
Lebanon’s defamation laws, which
criminalize citizens for speaking
their minds and have no defense in
truth. Freedoms won through these
revolts must not be lost, and pres-
sure must be maintained to ensure
that Lebanon adopts and protects the
highest international standards when
it comes to rights to protest and free-
dom of expression. &

Roula Mikhael is the executive director
of the Maharat Foundation, an NGO
aimed at defending freedom of opinion
and expression in Lebanon.
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You see a couple.

At Fidus,
we see a USD 3.5 million
Stradivarius violin.

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

+961.1.990600 + www.fidus.com.lb WEALTH MANAGEMENT
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