"Lebanon awaits deep and
immediate reforms", Oped 1in
AnNahar, 14 Feb 2021

The Arabic version of the article titled “Lebanon awaits deep
and immediate reforms” can be accessed on the website. Scroll
down for the English translation.
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English translation

Lebanon is a failed state, with an absence of the rule of law,
endemic waste and corruption, growing political polarization,
lack of accountability (witness the cataclysmic Port of Beirut
explosion, assassinations), and mounting government violent
repression of protests. Lebanon is engulfed in overlapping
fiscal, debt, banking, currency and balance of payments
crises, resulting in an economic depression and humanitarian
crisis with general and food poverty affecting some 50% and
25%, respectively, of the population. The main pillars of
Lebanon’s economy -trade and tourism, banking & finance,
health and educational services- have been destroyed, if not
irremediably. The economic and monetary meltdown, resulting in
an 80% depreciation of the Lebanese Pound and a 130% inflation
tax, 1s the result of the collapse of the Ponzi scheme and
‘financial engineering’ operations of the BDL along with
multiple policy errors. Importantly, the dramatic events of
2019-2020 were avoidable.

There is hope through:

1. A strong government of independent, public policy experts,
with extraordinary powers for a limited period;

2. Implement confidence building reform measures to
sustainably cut the budget deficit, including by removing
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fuel, electricity and other subsidies (only 20% of which go to
the poor and needy) and replacing with direct cash transfers,
as part of a targeted social safety net.

3. Scrap the distortionary multiple exchange rate system and
gradually move to flexible exchange rates.

4. Restructure the banking system and reform the BDL.

5. Restructure the public and BDL debts.

6. Negotiate an IMF programme and a ‘Marshall plan’ with
multilateral funding from international financial institutions
and Cedre conference participants, including the EU and the
Gulf Cooperation Council. This would translate into financing
for infrastructure, reconstruction, access to liquidity, and
stabilise and revive private sector economic activity.

7. Act with the international community (including US, EU, UK,
Switzerland and others) to impose personal sanctions and
freezing of the assets of Lebanon’s main politicians and
policy makers and regulators, as part of a Stolen Asset
Recovery programme.

Without such deep and immediate policy reforms, Lebanon is
heading for a lost decade, with mass migration, social and
political wunrest and violence. Lebanon will become
“Libazuela”.

Comments on Lebanon's economy
in Arab News, 25 Aug 2020

Dr. Nasser Saidi’s comments appeared in the Arab News article
titled “Can Lebanon avoid the Venezuela meltdown scenario?”,
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published 25th August 2020.

Comments are posted below:

A former economy minister of Lebanon has coined a word for it:
“Libazeula.” Nasser Saidi, who ran the economy at the turn of
the century and was also No. 2 in the Banque du Liban, the
country’s central bank, says Lebanon faces a scenario that
could see it reduced to the chaotic impoverishment of
Venezuela, once the richest state in Latin America but now a
byword for political, economic and humanitarian failure.
“Lebanon is on the brink of the abyss of depression, with
gross domestic product (GDP) declining by 25 percent this
year, growing unemployment, hyperinflation, humanitarian
disaster with poverty exceeding half of the population,” Saidi
told Arab News.

“Throw in food poverty that could grow to famine conditions,
and a continuing meltdown in the banking and financial
sectors, and the collapse of the currency, all leading to mass
migration. This 1is the ‘Libazuela’ scenario.”“With Lebanon
being the fulcrum of a geopolitical confrontation between the
US and Iran, local actors will play strategic games at the
expense of an expendable Lebanese population,” Saidi said.
Saidi 1is not optimistic this [genuine commitment by Lebanese
leaders to reform] will come to pass. “The reform scenario
requires concerted pressure by the international community,
including the imposition of personal penalties and sanctions,
on Lebanese bankers and politicians and policymakers for the
implementation of reforms,” he said. “The entrenched
kleptocracy, a corrupt political class, banking and financial
sector cronies are unwilling to make reforms that would
uncover the extent of their corruption, criminal negligence
and incompetence. Currently, the Libazuela scenario 1S more
likely.”



