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PREFACE

The Lebanon Economic Monitor provides an update
on key economic developments and policies over
the past six months. It also presents findings from
recent World Bank work on Lebanon. It places them
in a longer-term and global context, and assesses
the implications of these developments and other
changes in policy on the outlook for Lebanon.
Its coverage ranges from the macro-economy to
financial markets to indicators of human welfare
and development. It is intended for a wide audience,
including policy makers, business leaders, financial
market participants, and the community of analysts
and professionals engaged in Lebanon.

The Lebanon Economic Monitor is a product of
the World Bank’s Lebanon Poverty Reduction
and Economic Management (PREM) team. It was
prepared by Ibrahim Jamali (Economist) and Samer
Matta (Economic Analyst), under the general
guidance of Eric Le Borgne (Lead Economist) and
Bernard Funck (Sector Manager). Eric Le Borgne
authored the Special Focus on the economic and
social impact of the Syrian conflict on Lebanon. May
Ibrahim (Senior Executive Assistant) provided Arabic
translation and Zeina El Khalil (Communications
Associate) print-produced the report.

The findings, interpretations, and conclusions
expressed in this Monitor are those of World
Bank staff and do not necessarily reflect the views
of the Executive Board of The World Bank or the
governments they represent.

For information about the World Bank and its
activities in Lebanon, including e-copies of this
publication, please visit www.worldbank.org.lb
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To be included on an email distribution list for
this Lebanon Economic Monitor series and related
publications, please contact Nada Abou Rizk
(nabourizk@worldbank.org).

For questions and comments on the content of
this publication, please contact Eric Le Borgne
(eleborgne@worldbank.org).

Questions from the media can be addressed to
Mona Ziade (mziade@worldbank.org).
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EXECUTIVE SUMMARY

i. Spillovers from the Syrian conflict are
imposing a heavy toll on Lebanon’s economy
which, under an unchanged environment, is
projected to grow by 1.5 percent in both 2013
and 2014. Compared to our spring 2013 Lebanon
Economic Monitor, our GDP growth projection was
revised down to 1.5 percent due to continued political
uncertainty and weaker than projected economic
activity indicators. After robust growth performance
from 2007 to 2010, growth is estimated to have
decreased significantly to 1.4 percent in 2012 and
is projected to continue to expand at a subdued
pace in the next two years unless the regional and
domestic environments improve. From the demand
side, private consumption and investment remain
soft as consumer and investor confidence have
been particularly affected by the volatile security
environment. From the supply side, tourism, a
central source of employment and growth for the
Lebanese economy, is negatively affected.

ii. The economic slowdown and domestic
and regional turmoil also affected banking
activity. Credit is decelerating, reflecting the
reluctance of banks to lend in the midst of the
heightened uncertainty as well as increased risk
aversion following the losses experienced by
subsidiaries of Lebanese banks operating in Syria.
The banking sector remains nonetheless highly
liquid and resilient to external shocks. While the
losses impact short-term profitability, the medium-
and long-term outlook for the banking sector
remains positive. The dollarization rate of deposits
has increased moderately over the past year to 65.7
percent in August 2013.

ili. After a strong fiscal expansion in 2012, the
fiscal deficit continues to widen in 2013, to a large
extent driven by the spillovers from the Syrian
conflict. The effects of the major fiscal expansion
that started in 2012 continue to reverberate in 2013.
The overall budget deficit increased to 8.7 percent
of GDP in 2012 equally divided between soft
revenue performance and rising expenditure. On the
revenue side, the weakness partly stems from VAT

4 | Executive Summary

exemptions on fuel oil. On the expenditures side,
key drivers are the increase in demand for public
services stemming from the Syrian refugees and the
continued impact of the 2012 wage increases. The
rising fiscal deficit combined with low growth will
lead to a reversion in the downward trend in the
debt-to-GDP ratio which is expected to increase to
137.1 percent in 2013.

iv. The balance of payments strengthened
during the first seven months of 2013, in part due
to the weakening economic activity and sustained
capital inflows. The trade-in-goods balance
improved through July due to a decrease in imports
arising from a weakening in economic activity and a
softening in local demand but also large and lumpy
oil imports by Electricité du Liban (EdL). Exports also
surged, from a low base, in the first eight months
of 2013 reflecting increased food and oil demand
from Syria. Meanwhile, the elevated spread between
domestic and international interest rates continues to
attract capital inflows which contribute to narrowing
the balance of payments deficit.

V. The conflict in Syria is having a large,
negative, and rapidly growingimpacton Lebanon’s
economy, its social fabric, and its public services
(Special Focus). The cumulative losses in economic
activity could reach USD7.5 billion by end-2014.
Social cohesion is rapidly deteriorating partly due
to combination of rising poverty —approximately
170,000 Lebanese would be pushed into poverty —a
worsening labor market, rising insecurity, amid
deteriorating core public services. Public services
are under pressure given the sudden and large
increase in demand arising from the Syrian refugee
influx. The fiscal cost of Syrian conflict is estimated
at USD2.6 billion. Across all core public services,
the surge in demand is currently being partly met
through a decline in public service access and
quality. It is estimated that an additional spending
of USD2.5 billion would be required to reinstate the
access to and quality of public services to their pre-
Syrian conflict level.



YT ale o palill ope AL YY)

LB ISa Lgd il Olegduadl Oljee wed A&l g
B canall 3 L5 G5 aga0g Yo \Y aladl (pe (3 oW1 And!
Ol s Jomes - J1 901 ughy 3BT Hl yaliwly LB Y doliat|
ooliasil Lady alidg sulsy/Sead el i Liamsd el 35l
o.,\.clﬂ O e La." g__q_q.a;)‘ 4489 c_'bALa.” \.A‘ 4.;.\..:.@‘3 oj.uSJ‘
oS Las YoOY ‘:Lc e L,b‘z“ asle! J.g.ufz“ 2 (dnaxia
Lol 339 L yguw oo Budaiilly 3510500 slgadl Lle aul el cllall
ool 305Lal eVima o SueSI cgladl et el )
O s me B 2 el Lon 153 gy ol Buallally

eule gl

dedug 808 Olels bygw 2 glrall e @i o
“3“45"&‘;5‘-‘3%3"“-’.*:““53&‘-';3 lalidl e HLaloW I dns pwg
Loladl o AuS|ul Hilasetl 3115 13 (pols ua5) Zelall
LS .Y e ﬁul Lle o L,sfmi ¥ )un v,o0 @L@m
é)ﬁﬁ ‘?My‘ )J}n_” J\.CLLAJ} d.‘u.” d}gu ga_uaﬁ ().d.a.” Ja.&
aleaztl Lle albgrall 30535y  Lwlud daladl cleazd!
B Cdlall 2ol e G laally oI plans¥l s o delall
£l ! cilie |t 2Lel) 2SI Lal oy guadl (i S 2031 (e
s w 2

Lo B9 S pual S¥9s Hlibe ¥, o Humd lid Gle Loy B
eyl ame Gl Al claazd! Lle G Uyl 35 ek
LT Laale Jgmme!l @ggung due il dmls e Libis cslanzed! el
Bl Slewsll duasd s Bl dysllall A8LSYI ol
gsohla ¥, 0 Hus b)}wgﬂﬁ‘ywj‘dfﬁ@cwghujl

'L_’SHT

~‘£M‘0‘M‘“

ool Lygw B glaall o dealid! Sleldddt O A
B 3 pdgiall (e G ALt SLaBY e Shas Lue
IMA Iy, om.ujm.aghcwﬂfmubdﬁdjjhﬂ
4l apslamd¥l 3,800 pe Bylie Yedty YIr Cpcoladl
cad il (Y aladl t—‘?J) I Jemall b G2 Codus Al
gby\wléu\wwﬁuuﬁmu@@w
eteal) ol S SELLY ane oy lldy (Aally ), 0 I
1T s 5, iall oy (53 LaBY] LaLa Caning
M‘J,\M.\.@.ﬁu.\.ﬂj YeVeg Ve Vuﬁhz):taj\gsjf_‘ﬂ‘:;js
siall (pag YT alall b %l Y zy&w@u;t
Orwaladl M sguma ! th}db}uj\ (55""‘““)""“‘“"0‘
a3y lomall Gyl e Lt Tyl L 131 91 1y 2aall
A po Lty polall I ey ccdlall Gl (a2
Lia¥! plng¥l paitienally cllgionall 238 @ 5l ooy Agms

Ll plad 5l e mjall il o Lel .3 el a2
LBV b geill iy Jaall ol eala¥) sandl
il s e AL

L ObiasYly GalaidYl sl a1 Ls LY
At Glael o 5Uas Yl golis (e Lpas yo ol 339 Aifaladl
ALl (oLl dnlll 2Ll clugell Lgd (o pem Al
@b MM‘ 4.3.“.\ =T Iy O GCJJL' .L:v)}u: gﬂ alalatl
bzl ui O ubﬁ et alsanalt (_;...\.‘.al“ e 35513,
A.uL:u‘ L_sl_tﬂ}l_” i )_ua.a” 6‘44.” uﬂ CL\)Y‘ 44.“4.0 ulc “;-
cadiyl a3 dﬂu‘ﬁ darugial! L)"..f“\"d‘ sle gﬂ‘).‘a.d‘ &Ua.aﬂ
oobell alall M Juzae ISy S ¥l ¥l 3lasll A

YN Gabaca /Gl a2l 0,V sl

YNY aladl IS Aslalt Al B AL‘:- wss dad v
G Elng (YI¥ale B Ladniai .s.g,u.» ‘;Ldt,:.,.nd!,.' ¥
SEY Ol 0L e Bpgadt ey Ol I copu duay v
e YoOY ale IO Tay ol slontl GILadl pangidl e 2Ll
SHlea ¥l Somall 3l candiyl add YOIV ale L3 Lalslas,l
Alax ¥l Sl 3L (e Balls A,V 1 Zaladl 300 5uall o
213 O glaie s le adl] ol £35Ty (YT alall
bl ¥l Al (e olaaidl @ams plaisly clsl o Capnia!
o 3s3edl cny Babe slael A 5 IS Juoledl Caniall sga
s 1) ol sl BLa Sl oy Ll BaLiall el gy
O W 33 v Baladl slaniedl Lle Gl 35L5 Cpeas
8 1 531 5315 515 coe gl BN 51yl g
Ll e seliatall el jomall (el 3301 YV Y ale dliads
Ol i L;)\_)a-_’o‘z'l o=Vl LuSe I 252 43 geill A ant
M 03 Ol gagiadl (e Ty HlaaFl lomadl 3L I alall

‘:;.-....” . ” | 5



THE WORLD BANK

RECENT ECONOMIC AND POLICY

DEVELOPMENTS

Output and Demand

1. Economic activity has decelerated since
July 2012 as the Syrian conflict increasingly took
its toll on Lebanon. The subdued economic activity
was reflected in a stagnating growth rate of Banque
du Liban (BdL)’s coincident indicator, one of the
few available high frequency measure of economic
activity, at an average of 2.5 percent (yoy) in the
first half of 2013 (Figure 1). The services sector,
which accounts for about 75 percent of GDP, and
consumer confidence have been particularly affected
by the volatile security environment. The muted
GDP growth in Lebanon is in line with the regional
economic stagnation, and more specifically, across
countries affected by the Arab Spring (Figure 2).

BdL Coincident Indicator: annual growth rate

Percent and its contributors
M3

25 NN Foreign Trade
55558 Foreign Passengers
mmm Cement

20 mm Cleared Checks

%000 EDL
B Petroleum
Coincident Indicator

FIGURE 1. Economic activity stagnated

in the first half of 2013

Source: Banque du Liban and World Bank staff calculations.

2. From the demand side, the deteriorating
security environment also negatively affected

consumer confidence (Figure 3). The Byblos/AUB
consumer confidence index dropped by an average
of 37 percentin 2012". The increase in checks cleared
by 1.8 percent (yoy) during the first seven months of
2013 reflects an increase from a low base in 2012
rather than a pick-up in consumption?. A multitude of
indicators additionally point to a decrease in private
investment in first five months of 2013 (Figure 4).
Electricity production dropped by 4.9 percent (yoy)
while construction permits declined by 17.4 percent
(yoy) in the first half of 2013. The heightened
investment risk perceptions are reflected, at the
sovereign credit risk level, in Moody’s downgrade
of Lebanon’s outlook from stable to negative in May
2013.

Real GDP Growth in Selected Regional Countries

Percent
10.0

8.0

6.0

4.0

2.0

0.0

2003 2004 2005 2006 2007 2008 2009 2010 011ef 2012e  2013p
-2.0

----- EGYPT — o «= JORDAN LEBANON MENA

-4.0

FIGURE 2. Lebanon growth is heavily linked
to growth in the MENA region

Source: World Bank.

3. From the supply side, tourism, a central
source of employment and growth for the
Lebanese economy, was negatively affected
by the security environment. A number of Gulf

1 The latest available data for the consumer confidence index dates back to end-2012.

2 The average growth rate of checks cleared during the period 2008 to 2012 averaged 15.9 percent. The 1.8 percent growth rate in
the first seven months of 2013 is significantly lower than the average historical growth rate.
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25 1 Demand side: Contribution to GDP Growth

Percentage point/percent

2003 2004 2005 2006 2007 2008 2009 2010 2011E  2012P  2013P

wmaaes Net exports (contrib.)
mmmm Government consumption (contrib.)
mmmm [nvestment (contrib.)

s Private consumption (contrib.)
—— Real GDP growth

FIGURE 3. Private consumption and investment
are expected to decrease in 2013

Source: National Accounts and World Bank Staff Calculations.

Production side: Contribution to GDP growth
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FIGURE 5. Services, historically the strongest driver

of growth, stalled as...

Source: National Accounts and World Bank Staff Calculations.

Declining consumption and Investment patterns
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FIGURE 4. ...as reflected by the devlining trends in the

value of cleared checks and electricity production

Source: BDL and World Bank Staff calculations.

Cooperation Council, the United States, and
European countries, among others, have issued
travel advisories urging their citizens not to travel
to Lebanon. As a result, tourist arrivals slumped
17 percent in 2012, and dropped an additional
10 percent (yoy) in the first eight months of 2013
(Figure 5). The decline in tourist activity was also
reflected in low hotel occupancy rates which stood
at 23.2 percent in the first half 2012, declining by
2 percentage points from the first half of 20123
(Figure 6 and Figure 30). The modest drop in hotel
occupancy between 2012 and 2013 reflects the
sharp increase in Syrian refugees, some of whom
are accommodated in hotels, especially those at the
lower price range.

Tourism Sector

Number Percent

200,000 4 - 40
180,000 -| | 35

160,000
- 30

140,000 -
120,000 - 25
100,000 - - 20
80,000 - Tourist arival ) 15

60,000 i ourist arrivals (num er, sa)

40,000 - = = = Hotel Occupancy rate (sa,rhs)
20,000 - F5
o 0

F10

H2 | H1 ‘ H2 | H1 ‘ H2 | H1 | H2 | H1 ‘ H2 | H1 | H2 | H1

2008 2009 2010 2011 2012 2013

FIGURE 6. ...as tourism declined

Source: Ministry of tourism and World Bank staff calculation.

Labor Markets

4. The large influx of Syrian refugees
exacerbated the already difficult labor market
conditions facing low skilled workers. Even
without the Syrian refugees, the Lebanese economy
needed to create six times the amount of jobs it
previously did to absorb new entrants to the labor
market. Prior to the Syrian conflict, labor markets
were characterized by a low, albeit increasing,
participation rate (especially by women) and a
high prevalence of informal employment. The large
influx of Syrian refugees, the vast majority of whom
are low- to semi-skilled workers, increase the labor

*  Hotel occupancy rates registered 17.3 percent in November 2012, their lowest level in three years.
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supply by an estimated 30 percent in 2013 (World
Bank, 2013*). A number of Syrian refugees are also
establishing small enterprises. The intensifying
competition among Lebanese and Syrian low-
and semi-skilled workers and small enterprises is
fueling social discontent, tensions among the host
and refugee communities and is expected to result
in sharply higher unemployment, especially among
low-skilled Lebanese workers.

Fiscal Policy

5. The effects of the permanent fiscal
spending increases that started in 2012 are
continuing in the first five months of 2013
(Figure 7). The central government’s overall
fiscal deficit widened by 46.7 percent (yoy) in
the first five months of 2013 while the primary
fiscal surplus shrank by a staggering 91.9 percent
(yoy). Government expenditures increased by 11.4
percent (yoy) driven by an increase in (i) the cost
of servicing Lebanon’s large public debt as interest
costs have increased, especially on external debt,
(ii) the public sector wage bill due to the cost-of-
living adjustment that started in 2012, and (iii)
capital expenditures which increased by 46.1
percent (yoy). On the revenue side, total revenues
increased by 2.3 percent (yoy), significantly
below nominal GDP growth. This weak revenue
performance partly stems from the spillovers from
the Syrian conflict and the associated weakening
in private consumption and investment, but it also
reflects the continued impact of the VAT exemption
on fuel oil introduced in early 2012.

6. The rising fiscal deficit combined with
low growth is projected to lead to a reversal
in the downward trend in the debt-to-GDP
ratio that started in 2006. Lebanon’s debt
dynamics improved markedly after 2006. The
improvement was, however, largely cyclical (due
to high economic growth), rather than structural.

Five Months Government Finances

-2 ©  mTotal Revenues m Total Expenditures = Budget Deficit

FIGURE 7. The widening fiscal deficit due to increased

current expenditures and a drop in revenues.

Source: Ministry of Finance and World Bank staff calculations.
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mmm Gross Public Dept s Nominal GDP = === Debpt to GDP (rhs)

FIGURE 8. ...is expected to be financed by more debt

leading to an increase in the dept to GDP ratio.

Source: National Accounts and World Bank staff calculations.

The decelerating economic activity, wider fiscal
deficits and rising interest risk premium due to the
Syrian conflict have halted Lebanon’s remarkable
progress in reducing its debt-to-GDP ratio. That
ratio is projected to increase to 137.1 percent and
141.2 percent in 2013 and 2014, respectively. The
reversal of the downward trend in the debt-to-GDP
ratio is an important source of risk and subjects
Lebanon to shifts in market sentiment (Figure 8).

4 World Bank (2013) Lebanon: Economic and Social Impact Assessment of the Syrian Conflict, September, Report No. 81098,

Washington DC.
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Monetary Policy, Banking
and Prices

7. Inflation started decreasingin 2013 though
the extent to which this stems from weakening
activity, one-off factors, or underreporting of rent
inflation is unclear. Measured headline and core
inflation accelerated considerably in 2012 due
to (i) an increase in the minimum wage and cost
of living adjustment; (ii) a positive output gap
resulting from above potential growth in 2007-
2010; and (iii) localized price pressures and an
increased consumption of a large influx of Syrian
refugees. Headline (core) inflation abated to
3.1 (2.2) percent in July 2013 compared to 4.9
(3.7) in July 2012 (Figure 9). The deceleration in
output growth in 2013 and 2014 will contribute
to further easing inflationary pressures. As rent
inflation, which account for 16 percent of the
inflation weight, is not reported since July 2012,
inflation is likely underreported, potentially by
a significant margin. Rent pressures are indeed
likely to be present in Lebanon given the large
increase in housing demand stemming from
the Syrian refugees. A pickup in rent inflation
is materializing in Jordan, a country which has
significantly less refugees while having a larger
population and country size.

8. The Lebanese banking sector, one of
Lebanon’s main services sectors, has traditionally
enjoyed high liquidity and a large asset base. The
sector has shown resilience to external shocks.
The sector benefited from (i) prudent management
and (ii) conservative regulation and oversight by
the BdL and the Banking Control Commission
(BCC). With relatively under-developed financial
markets, the banking sector has been at the center
of financial intermediation in the country. After
steadily increasing over the 2009-2012 period,
assets of commercial banks continued growing
by 8.5 percent (yoy) in the first seven months of

LEBANON ECONOMIC MONITOR | THE BRUNT OF THE SYRIAN CONFLICT
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FIGURE 9. Headline and core inflation have adapted in
the first half of 2013

Source: CAS, CRI, and WB Staff Calculations. 1/ Core inflation
depicts changes in domestic prices excluding fuel and food. It is
calculated using the CPI figure of CRI and recalibrated by the weights
of the official CPI of CAS
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FIGURE 10. The banking sector growth slowdown
started prior to the Syrian conflict...

Source: BDL and World bank staff calculations.

2013.% Liquidity in the banking sector has typically
been cushioned by non-resident deposits that
are attracted by the elevated spread between
domestic deposit and international interest rates®
(Figure 11).

9. The banking sector continues to benefit
from the inflow of foreign deposits but bank
lending remains tepid amid a weak economic

5 According to International Monetary Fund (IMF, 2012) estimates, commercial banks’ assets are 350 percent of GDP. The loan-to-
deposits ratio was 30.3 percent in July 2013, one of the lowest in the world. This indicates the absence of funding risks for Lebanese

banks (IMF, 2012).

¢ The IMF (2012) estimate that 40 percent of total bank deposits belong to non-residents. While these are in principle short-term
deposits, evidence shows these are loyal customers and ensures that they behave as long-term deposits.

Recent Economic and Policy Developments | 9



THE WORLD BANK

LBP bln

55 4
50 -
45 -
40 -
35 4
30
25 -
20
15 -
10 -
5 -

Foreign Deposits and Interest Rate Spread

Non resident private sector deposits

====Weighted average depost rate to Libor Spread, rhs

bps

- 450
- 400
- 850
- 300
- 250
- 200
- 150
- 100
- 50

4]

S D DD O 8 O 0 0 0O NN DM IV I L O
ISP N PP AP SN GPN PSSP PGPS G
S o o o o o o

FIGURE 11. ...but favorable interest rate spreads
continue to attract foreign deposits

Source: BDL, ABI adn World Bank staff calculations.
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FIGURE 12. The growth in M3 reflects the accomodative
policy adopted by BdL

Source: BDL and World Bank staff calculations.

environment and rising uncertainty. Non-
resident private sector deposits grew by 23.4
percent (yoy) in the first seven months of 2013.
Nonetheless, the banking sector remains exposed
to sovereign (and exchange rate) risk as it is
a large holder of Lebanon sovereign debt.” In a
bid to diversify their investments, commercial
banks attempted to expand regionally. A total
of seven Lebanese banks operated in Syria at
the start of the crisis. The Syrian subsidiaries of
Lebanese banks have been materially impacted by
the Syrian conflict. Excluding unrealized foreign

exchange gains, Lebanese banks operating in
Syria experienced a loss of USD205.3 million
(Byblos bank, 2013). Banks have increased their
provisions to cover these losses. The worsening
security environment and the heightened
uncertainty have also led to a deceleration in the
growth rate of lending to the private sector from
17.3 percent (yoy) in July 2011 to 10.3 and 9.9
percent (yoy) in July 2012 and 2013, respectively
(Figure 10). While the losses in Syria materially
impact Lebanese banks’ profitability in the short
term, the medium- to long-term prospects remains
positive when the Syrian conflict is resolved.

10. Money supply increased in the seven
months of 2013 partly reflecting the central
bank’s attempts to stimulate the sluggish
economic activity. Money supply (M3) increased
by 3.2 percent between year-end 2012 and July
2013. The increase in M3 reflects, in part, BdL's
accommodative monetary policy stance that aims
to stimulate economic activity (Figure 12). The
increase in the money supply is expected to have
a limited multiplier impact due to weak consumer
sentiment and a deceleration in the growth lending
to the private sector by commercial banks. The
dollarization rate of deposits inched slightly up
to 65.7 percent in August 2013 increasing by 0.9
percentage point from end-2012 likely reflecting a
worsening in Lebanon’s outlook, as captured, for
example, by Moody’s outlook downgrade from
stable to negative in May 2013 (Figure 20).

Financial Markets

11. The stock market index declined in
the first half of 2013. The BLOM stock index
dropped by 5.4 percent between January and
August 2013 as the prices of equities trading on
the Beirut Stock Exchange (BSE) were affected
by the volatile security environment and the

7 Despite being on a downward trend, commercial banks holdings of total outstanding Treasury bills, stood at around 50.2 percent in
July 2013. This exposes commercial banks directly to sovereign credit and foreign exchange risks. Commercial banks also intermediate
deposits at the BdL. In fact, 35 percent of total assets of commercial banks are held as deposits with the BdL. Given that the central
bank also invests in government debt, this creates an indirect exposure of commercial banks to sovereign default.

10 | Recent Economic and Policy Developments
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FIGURE 13. The performance of the Beirut stock

exchange weakened in the first half of 2013

Source: Beirut Stock Exchange and World Bank staff calculations.

economic slowdown. Volumes traded registered
a sharp decrease of 43.7 percent over the same
period likely echoing the weakening investor
sentiment (Figure 13). The depth of financial
markets remains shallow in Lebanon as shown by
low market capitalization (as a percent of GDP),
traded volumes, and liquidity in the BSE compared
to international standards.

Balance of Payments and
External Debt

12. Lebanon’s trade in goods deficit shrank
in the first eight months of 2013 as a result
of increased exports to Syria and decreased
(lumpy) fuel imports (Figure 14). The trade in
goods deficit narrowed by 0.9 percent (yoy)
during the eight months of 2013 as aresult of a 0.4
percent (yoy) drop in imports and a 1.7 percent
(yoy) rise in exports. The decrease in imports was
driven primarily by a 20.1 percent (yoy) drop in
energy imports due to lumpy oil imports by EdL
in February 2012 that have not yet materialized.
On the other hand, imports excluding energy
products increased by 6.6 percent (yoy)-Figure
14-reflecting (i) the increased demand stemming
from Syrian refugees which partly offsets the
decreasing consumption patterns of the Lebanese,
and (ii) production disruptions in Syria-as a result

LEBANON ECONOMIC MONITOR | THE BRUNT OF THE SYRIAN CONFLICT

of the military conflict- that have pushed Lebanon
to substitute away from cheap Syrian products
(towards more expensive imports). On the other
hand, the increase in exports was primarily
boosted by exports to Syria, as these increased
more than two folds benefitting from a captive
market that is currently under sanctions.

13. The overall balance of payments
has strengthened so far this year due to
the continuous inflow of capital and the
improvement observed in the trade balance.
The balance of payments shrank by 28.7 percent
(yoy) in the first seven months of 2013, due to
the 2.1 percent (yoy) decrease in the trade deficit
and the 1.9 percent (yoy) increase in net foreign
inflows of transfers, income, services and capital
(Figure 15). The increase in net foreign inflows
compares to a 15.8 percent (yoy) rise over the
same period in 2012. This deceleration in the
growth rate of foreign inflows, despite the wide
spread between average domestic interest rates
that reached 349 basis points by July 2013, can
be attributed to (i) lower inflows from tourism,
and (ii) an expected decrease in Foreign Direct
Investment (FDI) due to the heightened risk
caused by the Syrian conflict.

Percent Trade in Goods Percent
- 14
- 12
- 10
-8

T
oN 1 o

—T
o
(2NN N S

s Total Imports (yoy)
Total Exports (yoy)
mmmmmm Trade Deficit (yoy)
= = = = Total Imports excluding energy procuts (yoy, rhs)

FIGURE 14. The trade in goods deficit

decreased in 2013...

Source: Lebanese Customs, World Bank staff calculations
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FIGURE 15. ...along with the net foreign inflows,

but the overall balance of payments strenghtened

Source: BDL Lebanese Customs and World Bank staff calculations.

14. As a result, foreign reserves have
increased. Despite the decrease in gold prices,
foreign gross reserves held by the central bank
increased by 4.3 percent (yoy) during the first
seven months of 2013 and reached US$ 31.3
billion by July 2013. In terms of months of
imports, the coverage ratio remains elevated, at
around 11.
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PROSPECTS

15.  Assuming unchanged dynamics in Syria’s
conflict in the near term, spillovers onto the
Lebanese economy are projected to continue
to pose significant challenges. World Bank
staff projections through 2014 are based on the
assumption that spillovers from the Syrian conflict
abate significantly towards end-2014. Some of
the downside risks identified in our spring 2013
Lebanon Economic Monitor materialized.® In
particular, increasingly more frequent security
incidents have impacted consumer and investor
confidence while weaker than expected economic
indicators have emerged. Our spring 2013 GDP
growth projections have, therefore, been revised
down and we now project that GDP growth in both
2013 and 2014 will remain tepid, at 1.5 percent
for each of these years. For 2015, a rebound to
4 percent is projected. This growth acceleration,
however, hinges critically on a resolution of
the conflict in Syria and an improvement in the
security and political environments in Lebanon.

16. Risks to these growth projections are
broadly balanced. Upside growth potential
exists should spillovers from Syria abate earlier
than assumed. Downside risks are also present.
Key risks include a further worsening in the
security situation or deepening of the domestic
political gridlock, and regional risks. Among the
latter, events unfolding in Egypt or a widening of
the Syria crisis to a regional context, could result
in higher oil prices and a decrease in multiple
country tourism. As Lebanon is a large net oil
importer and has a large tourism sector, these
shocks would worsen Lebanon’s trade-in-goods
and balance of payments.

17. Lebanon’s fiscal deficits and debt
dynamics are another important source of risk.
Given the permanent (non-discretionary) nature
of the increase in government expenditures,
weak revenue collection, large debt and deficits,
fiscal space is limited in Lebanon. As a result, the
country’s capacity to absorb shocks to public
finances is reduced and constitutes a source of
risk. The large and rising deficit and debt generate
substantial gross financing needs that expose the
country to sudden shifts in investor sentiment.
Structural reforms on the revenue and expenditure
sides would reduce these risks.

18.  Infrastructure bottlenecks in the
electricity, water, transportation and
telecommunicationsectorsneedtobeaddressed
to improve public service delivery and boost
growth. Addressing infrastructure bottlenecks,
especially in the electricity sector, would alleviate
fiscal pressures. Structural reforms will also
be critical to achieving inclusive and sustained
growth and for improving the investment and
business climate as the infrastructure bottlenecks
increase the cost of doing business.

8 The Spring 2013 issue of the Lebanon Economic Monitor can be found at: www.worldbank.org/Ib
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SPECIAL FOCUS

LEBANON: ECONOMIC
AND SOCIAL IMPACT OF
THE SYRIAN CONFLICT?

19.  During the 2012-2014 period, the conflict in
Syria is having a large, negative, and rapidly growing
impact on Lebanon’s economy, its social fabric,
and its public services. On the economic front,
the deteriorating security situation is undermining
consumption, investment which is dragging down
growth. The cumulative losses in economic activity
could reach an estimated USD7.5 billion. On the
social front, social cohesion is rapidly deteriorating
partly due to combination of rising poverty—
approximately 170,000 Lebanese would be pushed
into poverty (over and above the 1 million currently
living below the poverty line)—a worsening labor
market which is estimated to result in a doubling of
the unemployment rate to above 20 percent, rising
insecurity, amid deteriorating core public services.
Public services are under pressure given the sudden
and large increase in their demand arising from the
Syrian refugee influx. The fiscal cost of Syrian conflict
is estimated at USD2.6 billion, of which USD1.5
billion stems from foregone government revenue
collection while the remaining USD1.1 billion are
expenditure incurred by the government to meet
some of the surge in demand for public services.
Across all core public services, the surge in demand
is currently being partly met through a decline in
both the access to and the quality of public service
delivery. It is estimated that an additional spending
of USD2.5 billion would be required for stabilization,

i.e., to reinstate the access to and quality of public
services to their pre-Syrian conflict level.

20. At the request of Prime Minister Najib
Mikati, the World Bank led an Economic and
Social Impact Assessment (ESIA) of the Syrian
conflict on Lebanon for the 2012-2014 period.
This effort was a collaborative one between the
World Bank, the United Nations,' the European
Union, and thew International Monetary Fund.
Strong collaboration from numerous government
ministries and agencies was also extended to the
ESIAteam. The ESIAreport is limited to quantifying
the impact and stabilization needs of Lebanon.
Based on priorities set by the Government, a
second report will focus on the identification of
policy recommendations, programs and projects
to mitigate the impact of the Syrian conflict. This
Special Focus provides an overview of the key
findings of ESIA report

21.  The ESIA differs in important ways from
typical impact and needs assessments due to
the nature of the shock that Lebanon is facing.
Key differences are that the shock is (1) ongoing —
Lebanon has been, and continues to be, subject to
the spillover effects of conflict in a neighboring
country, but it is neither in a post-disaster
situation, nor is it in a post-conflict situation;
(2) of uncertain magnitude, both in terms of
duration and size—the start of the spillover is
diffuse while the end date unknown, and the
size of the shock depends to a large extent on
the intensity of the (ongoing) conflict in Syria; (3)
temporary —Lebanon is not facing a permanent
shock, as is the case with a natural disaster or

®  For further details, see World Bank (2013) Lebanon: Economic and Social Impact Assessment of the Syrian Conflict, Report No.

81098, Washington DC, September.

®  The United Nations agencies that collaborated in the ESIA are: ILO, OHCHR, UNESCO, UNICEF, UNHCR, UNDP, UNESCWA,

UNFPA, UN Habitat, UNRWA, UN Women, FAO, WFP, and WHO.
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‘Where are the Syrian refugees hosted?
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FIGURE 16. Lebanon is hosting the largest

number of syrian refugees

Source: UNHCR.

a (direct) war; (4) without material damages to
Lebanon’s infrastructure, housing, capital or
human stock. Losses, instead, are on flows, such
as loss of economic activity, income, access to
and quality of public services. Based on a request
from the Government of Lebanon, the ESIA is a
rapid assessment, having been completed at very
short notice, in light of the ongoing degradation
of the situation and the request to have the report
ready for the United Nations General Assembly
meeting on September 25, 2013.

22.  The initial spillovers from the Syrian
conflict were primarily of a humanitarian
nature and related to the influx of refugees
into Lebanon. Since the onset of the Syrian
crisis, Lebanon has generously maintained an
open border policy and has permitted refugees
to temporarily but freely settle across the

Population influx into Lebanon due to Syrian Conflict

2500000 1 poveses Palestinian refugees from Syria

mmmsn Lebanese returnees
2000000 | Hmmmm Refugees outside UNHCR ) )
mmm Refugees awaiting UNHCR registration
Refugees registered with UNHCR
1500000 | = = =Low (baseline) influx scenario
= High influx scenario

1000000 -+

500000 -

41122 |}
41183
41244
41806
41865
41426
41487
41548 |
41609
41671
41730
41791
41852
41918
41974

FIGURE 18. Lebanon’s population (4.3 million) could

expand markedly based on recent refugee influx trend

Source: UNHCR, UNDP, UNICEF, UNRWA, WBI’s WDI, and World
Bank staff projections.

country. This policy and the close historical
links binding the two countries has resulted in
Lebanon receiving the lion share of the refugees
(Figure 16), despite being the smallest of Syria’s
neighbors, be it by land area or population
(Figure 17). To assist Lebanon in coping with the
humanitarian dimension of the refugee influx, the
international community, through the UNHCR
and UN partner agencies, promptly established
operations in Lebanon. By August 2013, the
refugee influx had expanded dramatically—to
914,000 equivalent to 21 percent of Lebanon’s
pre-crisis population—and led to the largest
humanitarian emergency operation of its kind for
many years. Based on current trends, a total of 1.3
million Syrian-conflict refugees are projected to
have entered Lebanon by end-2013 (as presented
in the Regional Response Plan 5 in June 2013).

Magnitude of refugee influx in comparison to the
initial hosting country population and land area
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FIGURE 17. ...despite being the smallest of

Syria’s neighbors

Source: UNHCR and World Bank 2013 World Development Indicators.
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FIGURE 19. The impact of Syrian refugees on host
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Projections for 2014 are subject to significant
uncertainty. To address this, two scenarios are
analyzed. A baseline refugee influx scenario
forecasts 1.6 million refugees by end-2014 (37
percent of Lebanon’s pre-crisis population). For
illustration and sensitivity purposes, a lower
probability/higher impact scenario is also used
(high refugee influx scenario)—Figure 18. The
existing influx of refugees is already overwhelming
some host communities where, in some case, the
refugees account for more than half the pre-crisis
community population (Figure 19).

23. With the escalation of the Syrian
conflict, spillovers onto Lebanon have rapidly
moved beyond the humanitarian to the
economic and social spheres where large,
negative, and growing spillovers are occurring
(Table 1). In summary, the ESIA report finds
that during the 2012-2014 period, the conflict
may (1) cut real GDP growth by 2.9 percentage
points each year, entailing large losses in terms
of wages, profits, taxes, or private consumption
and investment; (2) push approximately 170,000
Lebanese into poverty (over and above the 1
million currently living below the poverty line)
and double the unemployment rate to above
20 percent, most of them unskilled youth; and
(3) depress government revenue collection by
USD1.5 billion while simultaneously increasing
government expenditure by USD1.1 billion due to
the surge in demand for public services, bringing
the total fiscal impact to USD2.6 billion. Across
all key public services, the surge in demand is
currently being partly met through a decline
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Syrian Conflict: Impact on Lebanon's Sovereign

Basis points Spreads in Historical Perspective Basis points
1400 - 300

F 200

Syrian |- 100
conflict

1 9
@: -100]

F =200
\

- =300
r =400
-500

1200

1000

War with Israel l._"
800 - L L

600
400

200

Fiscal crisis

T EEEEEE YT

13383338855%9%8¢82833323

SZZCSEF2r S 2238587 ¢
mmm Spread Comp. vs LBN (RHS) ——— EMBIG Lebanon

FIGURE 21. The Syrian conflict’s impact on Lebanon’s

solvency is viewed as large by financial markets

Source: Banque du Liban.

in both the access to and the quality of public
service delivery. It is estimated that an additional
spending of USD2.5 billion would be required
for stabilization, i.e., to reinstate the access to
and quality of public services to their pre-Syrian
conflict level. It is estimated that the economic
impact of the Syrian conflict became significant
during 2012, as revealed by indicators such as
deposit dollarization (Figure 20) or spread on
Lebanon’s Eurobonds (Figure 21).

Economic Impact

24. The conflict in Syria—a country that
is closely linked, through historical, social
and economic ties to Lebanon—is severely
and negatively impacting the Lebanese
economy. Lebanese growth is estimated to be
down by 2.9 percentage points each conflict year.
This is generating cumulative losses in economic
activity of USD7.5 billion over the 2012-2014
impact assessment period —Table 1 and Figure 22.
The largest impact arises through the insecurity
and uncertainty spillovers which profoundly and
negatively affect investor and consumer confidence.
The resulting lower economic activity is putting
downward pressure on government revenues (Figure
24) which, combined with rising demand for public
services stemming from the large refugee influx, is
generating large costs for the budget (Figure 25)
and damaging Lebanon’s structurally weak public
finances. For 2014, these costs are largely driven by
the projected influx of refugees into Lebanon (Figure
26).
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Lebanon: Real GDP Growth Estimates With and
Percent Without the Syrian Conflict
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FIGURE 22. Syria’s conflict is estimated to subtract

2.9 percentage points annually to Lebanon’s real
GDP growth, for a cumulative cost of USD7.5 billion

Source: World Bank staff estimates.
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FIGURE 24. Revenue losses became substantial early on

as the Syrian cobflict’s rapidly cut economic activity

Source: World Bank (2013).
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FIGURE 23. GDP growth forecast made prior to the crisis

compared to the latest forecast point to a 2-3 percentage
points drop due to syrian conflict

Source: EUI, IMF, World Bank

25. The impact of the Syrian conflict is also
particularly pronounced in the trade sector,
affecting goods and services trade, and in
particular the large tourism sector. An economy
with a large trade sector, Lebanon is significantly
exposed to Syria not only due to its role as a
trading partner, but also because a sizable share of
Lebanese trade transits through Syria and because
of the risk a destabilized Syria creates for Lebanon’s
large services exports, especially tourism, with the
number of international visitors having steadily
declined since 2010. The first half of 2013 witnessed
sharp reductions in trade flows, particularly for food
products and consumer goods. While Lebanon was
traditionally a net food importer from Syria, the
country posted its first food trade surplus in 2012 —
wheat is one such stark example of rapidly changing
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FIGURE 25. Spending pressures are building over time,

mostly in the line with the growing refugee influx

Source: World Bank (2013).

trade flows (Figure 27). Conversely, trade disruptions
are pushing up domestic prices of some staples such
as wheat flour, which has important implications on
welfare, particularly for poor households.

26. Lebanon’s public finances were
structurally weak prior to the Syrian shock and
are now becoming severely strained, with the
deficit estimated to widen by USD2.6 billion
over the 2012-14 period—(Table 1, baseline
refugee influx projections). Following half a
decade of robust growth, Lebanon experienced a
remarkable decrease in its debt-to-GDP ratio, from
about 180 percent in 2006, to 134 percent at the
eve of the Syrian conflict in 2011. The country’s
improved public finances, however, were to a large
extent due to a cyclical improvement, as strong
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US$ Estimates of Syrian Impact based on alternative
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Source: WB staff calculations based on data from Ministry of
Economy and Trade.

structural reforms envisaged as part of the Paris llI
conference have yet to be fully implemented. The
Syrian conflict shock is putting Lebanon’s public
finances under severe and rapidly escalating strains,
unsustainable given Lebanon’s initial weak public
finances. On the revenue side, spillovers from the
conflictare estimated to cut USD1.5 billion in revenue
collection over 2012-14, due to a combination of
direct impact on key sectors (e.g., tourism) and
indirect impacts through weaker economic activity.
On the expenditure side, total budgetary spending
by the Government alone is estimated to grow by
up to USD1.1 billion over 2012-2014 because of the
Syrian conflict and the associated sharp increase in
demand for and consumption of public services by
refugees from Syria. The wider fiscal deficits, lower
economic growth, and rising interest risk premium
due to the Syrian conflict have halted Lebanon’s
remarkable protgress in reducing its debt-to-GDP
ratio; for the first time since 2006, Lebanon’s debt
ratio rose again in 2012 with further increases
projected through 2014.

27. To date, the Syrian conflict has had
a sizable negative impact on overall trade in
Lebanon. The deceleration of exports experienced
during the last two years implied about USD2.8
billion of foreign exchange income foregone, that
results from comparing actual export trends with the
projected one, had the growth trend of 2000-2008
continued over the period 2011-2012. Similarly,
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FIGURE 27. Lebanon: Exports of Wheat Flour to Syria
have surged since 2013

Source: WB staff calculations based on lebanese Customs data.
Notr:(*) denotes that data for 2013 are only available until June..

the deceleration of imports implied consumers and
firms foregoing foreign goods of the value of USD1.7
billion. More importantly, both export and import
growth is likely to contract further in light of the first
six months data available from 2013.

28. The contraction in Lebanese exports and
imports that travel through Syria accelerated
during the first months of 2013. Figure 28 shows
the evolution of monthly export growth rates for
total exports and for exports through Syria as well
as trends for each of the series. The growth rate
of exports through Syria fell by 11.6 percentage
points when comparing the pre- and post-Syrian
conflict periods. The fall in growth rates becomes
particularly important in 2013. Figure 29 does the
same for imports, and the picture that emerges is
similar. Growth of imports through Syria fell by 43.6
percentage points when comparing pre- and post-
conflict periods, and in this case the sharp reductions
in the growth of imports started earlier in 2012."

29. The impact of the Syrian crisis through
disruptions in trade is having
significant impacts on Lebanon’s economy,
most clearly in the tourism sector but also the
banking sector. On the one hand, this is largely
due to the importance of services for the domestic
economy, with services’ share of GDP at 75 percent
in 2011. In addition, nearly 80 percent of Lebanon’s
total exports were services, totaling USD19.8 billion

services

" While on average the post-conflict reduction in the growth of exports is about 4 percentage points, for import growth, the post-
conflict period displays a 3.4 percentage-point higher growth rate (though neither of these changes in growth rates is different from

zero statistically.)

18 | Special Focus




LEBANON ECONOMIC MONITOR | THE BRUNT OF THE SYRIAN CONFLICT

Percent

15 - Lebanon’s Exports Growth: Total and Through Syria

Growth Imports vy,
= = - Growth Imports Through Syria
-1 ~— = Poly. (Growth Imports)

FIGURE 28. The contraction in Lebanese exports through
Syria accelerated in the first half of 2013... 1/

Source: WB staff calculations based on Lebanese Customs data.
1/ Data for 2013 are only available until June. Seasonally adjusted.
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FIGURE 30. Tourist arrivals and hotel occupancy rates
(percent; 3 months moving average)

Source: Ministry of Tourism and World Bank staff calculations.
Upper-end is defined as 5 and 4 star hotels; lower-end is 3 and 2
star hotels. Classification adopted is that of the ministry of tourism.
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FIGURE 29. ...as did the growth rates in imports coming
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FIGURE 31. Tourism expanditures and hotel occupancy
retes (percent)

Source: WB staff calculations based on Lebanese Customs data.
1/ Data for 2013 are only available until June. Seasonally adjusted.

(equivalent to 49.4 percent of GDP) compared
to merchandise exports of USD5.4 billion. While
services imports are also important, Lebanon has
maintained a positive services trade balance over the
last decade equivalent to 17 percent of GDP in 2011.
On the over hand, the composition of Lebanon’s
services exports also plays a role, as the impact of
the Syrian crisis is being felt in particular sectors,
such as tourism and, to a lower extent, banking.

30. Tourism losses were partly compensated
by the consumption of Syrian citizens and
refugees who entered and are residing in
Lebanon. As the conflict intensified many Syrian
citizens arrived into Lebanon while some Lebanese
citizens living in Syria have returned to their
home country. At end-2011, some 5,668 people

Source: National Accounts for tourism spending, Ministry of Tourism
for occupancy rates, and WB calculations. Note: 2011-2012 is
projected using a simple OLS regression with tourists spending as a
function of hotel occupancy rates and tourists arrivals.

had moved from Syria to Lebanon because of the
conflict. At end-2012, that number grew to 204,826,
and by July 2013, it reached 832,118 (Figure 18)."
Tourism industry reports indicate that the sector
has partly catered for the housing demands of these
refugees and returnees. This is most visible with
rental apartments and occupancy at non-luxury
hotels, especially in the North, Beka’a. For example,
average hotel occupancy rates in the North and
Beka’a have dropped less severely than in Beirut as
these two regions witnessed a large influx of Syrian
refugees. This is especially true for lower quality (and
thus cheaper) hotels that serve as residences for the
growing number of Syrian refugees in the North and
Beka’a. This explains some of the resilience depicted
in occupancy rates for this segment of hotels. The
average stay of Syrian nationals significantly exceeds

2 This number also includes Palestinian refugees from Syria.

3 As evidenced by the contraction or softness in housing construction indicators (e.g., cement deliveries, new construction permits)
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FIGURE 32. The number of registered properties slumped

at the onset of the crisis but seem to have stabilized

Source: Cadastre and World Bank Staff Calculations

regular tourists. Many Syrians also opt to stay in
apartments and therefore exert upward pressure on
rent prices. This is notably the case in border areas,
especially in the North and the Beka’a.

31.  The Syrian conflict impacts Lebanon’s real
estate sector through two key channels: putting
an upward pressure on rents, but a downward
pressure on sales (at least initially). Specifically:

® The large influx of Syrians is boosting the
demand for housing, putting upward pressure
on rents. Although no rent data are available
to capture the recent increase in the Syrian
refugee population, given the suddenness and
magnitude of the increase in housing demand
this generates, and the fact that housing supply
is not responding meaningfully’ to what could
be seen as a temporary surge in demand, rents
are expected to be rising rapidly, especially in
areas of the country where the increase in the
population has been strongest (Figure 19). Such
pressures on rent have been observed in Jordan’s
inflation numbers. As Jordan has received a
lower number of Syrian refugees than Lebanon
while having about 50 percent more population,
the upward pressure on rents is expected to be
noticeably stronger in Lebanon.

® While real estate transactions had entered
a consolidation phase prior to the Syrian
conflict, the impact of the conflict seems to
have initially accelerated this trend but might
recently have been a stabilizing force. While
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FIGURE 33. Construction permits have trended sharply

down since the onset of the Syrian conflict

Source: Cadastre and World Bank Staff Calculations

the number of registered properties and property
registration fees started declining prior to the
Syrian conflict and contracted sharply during
2012 and early 2013, a stabilization seems to
have taken place in Q2 2013 (registration fees
grew by 6.9 percent yoy in that quarter while
the number of registered properties shrank by a
modest 2 percent yoy) —Figure 32. The decline
in registration fees and number of registered
properties observed through Q1 2013 may be
attributable to several factors, such as (1) the
continuing decline in consumer confidence
likely affected prospective buyers’ willingness
to purchase a property amid a deteriorating
security environment, (2) a deceleration in
economic growth might have also contributed to
decreasing local demand, and (3) the decrease
in foreigners demand for Lebanese real estate
amid rising security incidents. The strengthening
observed in Q2, if confirmed over subsequent
quarters, could reflect buy-to-rent Lebanese
investors given the high demand for housing
that is maybe being slowly perceived as less
temporary than initially thought, and growing
demand from Syrian nationals given their
strong increase in absolute and relative terms
(in December 2012, the Syrian-related increase
in population was 204,826; by June 2013,
that number had surged to 722,851 —which
compares to a pre-crisis Lebanese population of
4.2 million)." Construction permits, however,
still point to continued challenges for the sector
(Figure 33).

1% Such transactions from Syrian nationals have likely partially offset the drop in real estate activity observed since 2010.
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Human Development and
Social Impact

32. Over 2012-14, the Syrian conflict is
estimated in health, education and social safety
nets to have a fiscal cost of USD308-USD340
million while USD1.4-1.6 billion (3-3.4 percent
of GDP) will be needed for stabilization —i.e., to
restore access to and quality of these services to pre-
conflict levels—including USD166-242 million for
short-term job creation (Tables 1 and 2). The conflict
is estimated to negatively and materially affect the
poverty, livelihoods, health and human capital
conditions of the Lebanese people. By end-2014,
some 170,000 additional Lebanese will be pushed
into poverty (over and above the current 1 million
below the poverty line). Furthermore, an additional
220,000-324,000 Lebanese, primarily unskilled
youth, are expected to become unemployed, thus
doubling the unemployment rate to over 20 percent.
The influx of refugees has challenged the already
weak public social services sector in Lebanon and
social tensions, including gender issues, among
refugees and Lebanese communities are on the rise.

® The increase in demand for health services
caused by the Syrian conflict is straining
Lebanon’s health system. The conflict in Syria
is impacting Lebanon’s health system through:
(1) increased demand for health care services
(Figure 34); (2) increased unpaid commitments
of the Ministry of Public Health (MOPH) to
contracted hospitals; (3) shortages in health
workers including specialists and nurses; (4) a

LEBANON ECONOMIC MONITOR | THE BRUNT OF THE SYRIAN CONFLICT

sharp rise in communicable diseases (the number
of measles cases, for example, increased from 9
in 2012 to 1,456 in 2013) and the emergence of
previously absent diseases, such as leishmaniasis
(420 cases); and (5) increased risks of epidemics
such as water-borne diseases, measles, and
tuberculosis. Overcrowding, lack of water
and sanitation infrastructure and other poor
environmental conditions also pose significant
risks to increased infections, as outbreaks of
lice and scabies among refugees have shown.
Thus, demand for health services has markedly
increased over the past 6-12 months—in
December 2012 alone 40 percent of primary
health care visits were for Syrian refugees (Figure
35). In addition, strong demand for hospital care
is crowding hospitals and compromising access
to healthcare, thus exerting financial pressure
on hospitals, increasing costs, and generating
medication shortages. In the medium- to long-
term, the impact of delayed health care could
result in increased overall levels of morbidity,
particularly for the vulnerable. The fiscal impact
has been estimated to be USD38 million in 2013
and USD48-69 million in 2014, depending on
refugee projections. Health care costs needed to
restore the system to its pre-refugee access and
quality levels is estimated at USD177 million
in 2013 and USD216-306 million in 2014,
depending on the refugee projections.

The increase in demand for education services
arising from the Syrian children refugees is
leading to mounting fiscal costs, an adverse
effect on quality of public education, and a
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FIGURE 34. Secondary and tertiary health care:
Referrals and associated costs for refugees, H1 2013

Source: UNHCR, 2013.
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FIGURE 35. Primary health care:
Use of PHC Services by refugees, December 2012

Source: MOPH, 2013.
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FIGURE 36. Lebanese and Syrian Students
in Public Schools

FIGURE 38. Poverty Rates in Lebanon by Governorate

Source: WB/UNICEF staff calculations based on UNHCR data. Source: Government of Lebanon, 2010, and UNICEF (2011).
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Source: WB/UNICEF staff calculations based on UNHCR data. Source: MOSA (2012).

significant need for non-formal education.
Prior to the Syrian conflict, basic education
enrollment in Lebanon had been stable at
over 90 percent for a decade. Although public
schools only accommodated 30 percent of total
students, they catered predominantly to children
of lower socio-economic status. Since the onset
of the Syrian conflict, and the influx of refugees
into the country, the Ministry of Education and
Higher Education (MEHE) provided open access
to refugees in its public schools. In 2012, 40,000
refugee children were accommodated in public
schools for a budgetary cost of USD29 million.
An additional USD24 million in costs were
financed by donors through UN agencies, which
the MEHE would otherwise have had to bear.
These costs are projected to continue to escalate:
in the coming academic year 90,000 refugees
are expected to enroll, and, by 2014 that number
would reach between 140,000 and 170,000.
The latter figure amounts to 57 percent of public
school students in Lebanon. Therefore, MEHE's in 2013 and between USD348-434 million in
stabilization needs amount to USD183 million 2014, depending on the refugee influx scenario.

FIGURE 40. Extreme Poverty and Geographical

Distribution of Refugess

Source: PCM, UNICEF, UNHCR, 2013.
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FIGURE 41. Number of Services Provided and Medical Consultations in SDCs

Source: MOSA (2013).
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Source: MOSA (2013).

These figures do not reflect the 65 percent of
refugees who are not expected to enroll in formal
schooling, thus creating significant needs for
non-formal/out-of-school education, necessary
to control the onset of child labor and other
negative social consequences.

® As a result of the conflict, it is expected that
by end-2014, an additional 170,000 Lebanese
citizens will be pushed into poverty while the
existing poor will fall deeper into it. Prior to the
Syrian conflict, poverty in Lebanon was significant
and regional disparities in living conditions were
acute (Figure 38). Nearly 1 million Lebanese were
estimated to be poor (living on less than USD4
per day). Regions with a high poverty incidence
are also the ones that are hosting large numbers
of refugees (Figure 40). Social safety nets (SSN)

were weak, fragmented and poorly targeted.
For this reason the Ministry of Social Affairs
(MOSA) was in the process of implementing
reforms to its SSN system. To date, the MOSA
has noted a 40 percent increase in the utilization
of its health and social programs (Figure 38 and
Figure 39). To stabilize the situation, USD176
million will be required till end-2014, of which
over USD50 million is needed to scale up the
National Poverty Targeting Program for poor and
vulnerable Lebanese.

The Syrian spillovers are further exacerbating
already difficult labor market conditions
and are expected to result in further
unemployment and informality. Prior to the
Syrian crisis, labor market conditions in Lebanon
were already dire. High unemployment rates
coexisted with mismatches in the labor market
and a high prevalence of low-quality and low-
productivity jobs. The influx of Syrian refugees
is expected to increase labor supply by between
30 and 50 percent—with the largest impacts on
women, youth, and unskilled workers (Figure 43,
left panel). It is worth noting that the probability
of Syrian refugees to enter the labor force is
higher than the probability that Syrian nationals
had prior to the conflict (compare the two
panels of Figure 43). Such a massive increase
in the number of individuals looking for jobs
at a time when economic activity is subdued is
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Source: UNHCR Data August 2013 and Syrian Labor Force Survey 2007.
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Source: World Bank Calculations and UNHCR data 2013.

expected to have major effects on labor market
outcomes. The overall unemployment rate and
the share of informal work in total employment
could both increase each by up to 10 percentage
points. Stabilizing the situation by implementing
a comprehensive package of active labor market
programs to improve livelihoods and earnings
opportunities over the short-term would require
resources in the order of USD166-242 million.

Infrastructure Impact

33.  Over the period 2012-14, the fiscal cost of
the Syrian conflict on infrastructure is estimated
at USD589 million, while USD1.1 billion would
be required for stabilization, including USD258
million for current spending (baseline influx
scenario). The country’s infrastructure (defined for
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Source: World Bank Calculations and UNHCR data 2013.

the purposes of this report as water and sanitation,
municipal services, electricity and transport), already
severely constrained, was ill-prepared to cope with
increased use resulting from the surge in refugees.
The cash-strapped and under-capacitated local and
municipal governments and establishments are
severely impacted by the crisis as they now extend
basic services and tend to the immediate needs of
both refugees and host communities. Tables 1 and
2 provide a sector breakdown of these impacts and
stabilization (needs) assessments. Detailed tables
identifying the various components of the impact
and stabilization assessments are available at the
beginning of each sector chapter.

e Water supply and sanitation systems,
already facing acute pre-crisis challenges in
balancing supply augmentation with demand
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management, must now meet an additional
estimated water demand of 26.1 million m3/
year, equivalent to 7 percent of the pre-crisis
demand. The cumulative fiscal impact over
2012-14 reaches approximately USD18 million
(baseline influx projection). Between 2012-14, an
estimated USD340-375 million will be required
for stabilization interventions to reinstate pre-
crisis levels of WSS service to host and refugee
communities. These include: (1) humanitarian
relief interventions such as distribution of bottled
and tanked water, chlorination kits and storage
tanks to the most vulnerable populations; (2)
additional capital and operation and maintenance
costs, provision of urgent equipment, and
additional ~ short-term infrastructure  for
restoring water supply infrastructure; and
(3) acceleration of infrastructure investments
and institutional reforms such as storage and
transfer infrastructure, distribution network
rehabilitation and replacement, water and
wastewater treatment and irrigation expansion
and improvement.

A markedly visible decline in the level and
quality of solid waste management and
municipal services has resulted from the
sudden and sharp increase in demand and
utilization by Syrian refugees. Lebanon’s local
governments and municipalities are highly
dependent on central government transfers,
have a weak local revenue base, and have a
backlog of investment needs that far exceed
available resources. Solid waste generation has
doubled in several areas, which is contributing to
ground water contamination, pollution of water
resources and spread of water-borne disease.
Both municipal revenues and expenditures are
expected to see a major shortfall in 2013 and
2014. This will further restrict the capacity of
municipalities to deliver basic services and
fund minimum maintenance of their already
dilapidated assets. The cumulative fiscal impact
over 2012-14 on solid waste management
reaches USD71 million (baseline influx scenario).
Itis estimated that between USD193-206 million
would be required over 2012-14 for stabilization
interventions in the municipal sector including:

(1) the closure and rehabilitation of open and
uncontrolled municipal solid waste dumps;
(2) establishing composting, separating and
landfilling facilities, and; (3) extending financial
support to host municipalities to cover the
expected additional operational and capital
expenditures.

Increased electricity demand due to the
incoming Syrian refugee population is
estimated at 213 megawatts (MW) by end-
2013 and between 251 to 362 MW by end-
2014, depending on the refugee projection
(Figure 46). Even prior to the Syrian crisis,
Lebanon’s electricity sector had insufficient
installed capacity, low efficiency, high losses
and inadequate infrastructure, resulting in
poor reliability, inadequate levels of supply and
extensive load shedding. The current fiscal cost of
providing electricity to the refugees is estimated
at USD170 million for 2013 and USD314-393
million for 2014, depending on the projected
influx of refugees (Figure 47). The interventions
required to reinstate pre-crisis levels of electricity
service to the Lebanese population and meet the
needs of refugee communities include: (1) capital
investment in generation capacity and associated
transmission and distribution networks; and (2)
institutional capacity and technical assistance
for project preparation and implementation. It
is estimated that between USD310-440 million
would be required by end-2014 for stabilization
interventions.

Regions with high influx of refugees such as
Akkar, Zahleh, and Ba’albek, will witness
traffic increase of more than 50 percent on
some roads, resulting in accidents and the
rapid deterioration of the transport network.
Lebanon’s transport network is generally in
fair to poor condition and is over-saturated,
particularly in the Greater Beirut Area. While
the Syrian crisis did not have direct fiscal impact
on the government expenditures in the sector,
it has affected Lebanon’s transport sector in
the form of: (1) increased wear and tear of the
road and transport network; (2) substantial
increase in traffic volumes causing congestion;
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FIGURE 46. Increase in electricity demand due to to
the influx of Syrian refugees

Source: MOEW and World Bank calculations. Low scenario is the
baseline scenario.

FIGURE 47. Budgetary cost of supplying (subsidized)
electricity to refugees

Source: MOEW and World Bank calculations. Low scenario is the
baseline scenario.

and (3) a near halt of Lebanon’s thriving transit
business particularly for freight. The Greater
Beirut Area will witness a 15-25 percent traffic
increase which can reduce speeds and increase
travel times by about 20-30 percent during
the peak hours. Transit trucking services have
decreased by over 65 percent following the
crisis, particularly for Lebanese trucks. In order
to restore transport sector performance to
pre-crisis levels, investments ranging between
USD246-525 million would be required over
the period 2013-14 for the baseline and high
refugee influx scenarios respectively. These
investments can be categorized as follows: (1)
asset preservation primarily including enhanced
road maintenance; (2) capacity
including network reconstruction, widening and
expansion; and (3) public transport solutions
such as mass transit.

increases
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To conclude:

34. Such large and growing impact and
stabilization costs are unsustainable given
Lebanon’s weak public finances and need to be
promptly addressed. With a debt-to-GDP ratio of
134 percent in 2012 and an overall fiscal deficit of
8.6 percent of GDP, Lebanon cannot—and should
not be expected to—shoulder on a sustained basis
the impact and stabilization costs described above
on its own.

35.  Furthermore, the Syrian conflict at large
has challenged the already delicate societal and
inter-communal balance in Lebanon. As noted
throughout the report, overcrowding, saturation of
basic services and competition for jobs are among
the root causes for social tensions between host and
refugee communities. Maintaining and promoting
greater social cohesion is important to reduce the
negative social and economic impacts of this crisis.

36.  While the scope of the ESIA report was
limited to the quantification of the impact
and stabilization costs, several options could
significantly reduce the costs imposed on Lebanon.
These include receiving external financing from the
international community and introducing policy
reforms to improve the efficiency of public service
delivery. In practice, some combination of the various
options will probably be required. Sustainable social
cohesion will also need to be sought by investing
in conflict mitigation mechanisms, processes and
capacities at all levels, and through conflict sensitive
programming.
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Table 1.
Lebanon: Quantified Impact Assessment of the Syrian
Conflict Spillovers

Cumulative
2012 2013 2014 2012/14
Baseline High Refugee Baseline
Refugee Influx Refugee
Influx Influx
(in millions of Lebanese Pounds)

Impact Assessment 94,343 475,745 781,984 973,041 1,352,072

Human Development & Social Impact 62,032 162,754 238,801 287,807 463,587
Health 9,088 57,999 71,688 103,705 138,775
Education 43,994 95,206 153,113 184,102 292,313
Poverty and Social Safety Nets 1/ 8,950 9,550 14,000 32,500

Infrastructure Impact 32,311 312,991 543,183 685,235 888,485
Electricity 24,120 256,275 473,355 592,448 753,750

Water and Sanitation 8,191 7,571 11,337 14,698 27,099
Solid Waste Mangement & Municipal Services - 49,145 58,491 78,089 107,636
(in millions of US dollars)

Impact Assessment 63 316 519 645 897

Human Development & Social Impact 41 108 158 191 308
Health 6 38 48 69 92
Education 29 63 102 122 194
Poverty and Social Safety Nets 1/ 6 6 9 22

Infrastructure Impact 21 208 360 455 589

Electricity 16 170 314 393 500

Water and Sanitation 5 5 8 10 18

Solid Waste Mangement & Municipal Services - 33 39 52 71
(in percent of GDP, unless otherwise indicated)

Impact Assessment 0.1 0.7 1.1 1.4 1.9
Human Development & Social Impact 0.1 0.2 0.3 0.4 0.7
Infrastructure Impact 0.0 0.5 0.8 1.0 1.3
Economic impact (public and private; in percent) 29 2.9 2.9 2.5

Real GDP growth rate: No Syrian Conflict Spillovers (in percent) 43 44 44 44

Real GDP growth rate: Actual and Projected (in percent) 14 1.5 1.5 19
Fiscal impact (change in overall fiscal balance due to conflict spillover) 1.1 2.1 2.6 2.6 5.8

Revenue: foregone due to conflict spillover 0.9 1.3 1.3 1.0 34

Expenditure: increment due to conflict spillover 0.2 0.9 1.3 1.6 24

Memorandum item: (in millions of US dollars)

Nominal GDP (actual and projected) 42,945 45,203 47,230 47,408

Nominal GDP (counter-factual: no Syrian conflict spillover) 44,088 47,662 51,157 51,157

Source: World Bank (2013).
1/ No high scenario has been calculated for Poverty and SSNs in 2014.
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Table 2
Lebanon: Quantified Stabilization (Needs) Assessment
of the Syrian Conflict Spillovers

Cumulative

2012 2013 2014 2012/14

Baseline High Refugee Baseline

Refugee Influx Refugee

Influx Influx
(in millions of Lebanese Pounds)
Stabilization (Needs) Assessment 309,734 1,237,495 2,205,928 3,145,052 3,753,157
Human Development & Social 237,373 643,389 1,230,226 1,480,770 2,110,988
Health 56,578 267,031 326,018 461,271 649,626
Education 145,692 275,245 524,903 654,999 945,840
Employment and Livelihoods 1/ 250,875 364,500 250,875
Poverty and Social Safety Nets 2/ 35,103 101,114 128,430 264,647
Infrastructure 72,361 594,106 975,702 1,664,282 1,642,169
Electricity 58,793 322,605 85,928 281,903 467,325
Water and Sanitation 8,141 133,866 370,893 422,854 512,900
Solid Waste Mangement & Municipal Services 5,427 72,511 212,859 232,607 290,797
Transportation infrastructure - 65,125 306,023 726,918 371,148
Current spending 205,003 641,581 1,156,239 1,370,995 2,002,823
Capital spending 104,731 595,913 1,049,690 1,774,056 1,750,334
(in millions of US Dollars)
Stabilization (Needs) Assessment 205 821 1,463 2,086 2,490
Human Development & Social 157 427 816 982 1,400
Health 38 177 216 306 431
Education 97 183 348 434 627
Employment and Livelihoods 1/ 166 242 166
Poverty and Social Safety Nets 2/ 23 67 85 176
Infrastructure 48 394 647 1,104 1,089
Electricity 39 214 57 187 310
Water and Sanitation 5 89 246 281 340
Solid Waste Mangement & Municipal Services 4 48 141 154 193
Transportation infrastructure 0 43 203 482 246
Current spending 136 426 767 909 1,329
Capital spending 69 395 696 1,177 1,161
(in percent of GDP)

Stabilization (Needs) Assessment 0.5 1.8 3.1 44 54

Source: World Bank (2013).

1/ Stabilization costs for 2014 baseline and high scenarios include the needs for 2013.
2/ No high scenario has been calculated for Poverty and SSNs in 2014.

28 | Special Focus



DATA APPENDIX

Data Appendix | 29



THE WORLD BANK

Table 3.
Lebanon: Selected Economic Indicators, 2010-15

2010 2011 2012 2013 2014 2015

Act. Prel. Est. Proj.

Real sector (annual percentage change, unless otherwise specified)
Real GDP 7.0 3.0 1.4 1.5 1.5 4.0
Real GDP per Capita 6.2 23 0.7 0.8 0.7 32
Agriculture (share of GDP) 4.5 4.5 4.5 4.5 4.5 4.5
Industry (share of GDP) 20.1 20.1 20.1 20.1 20.1 20.1
Services (share of GDP) 75.4 75.4 75.4 75.4 75.4 75.4

Money and prices
CPI Inflation (p.a) 49 5.7 5.7 3.8 3.2 2.9
Money (M3, including non-resident deposits) 12.1 7.1 8.1 8.0 8.0 10.0

Investment & saving (percent of GDP, unless otherwise specified)

Gross Capital Formation 339 29.8 294 28.5 279 30.0
o/w private 32.1 28.0 27.8 26.7 259 27.0
Gross National Savings 11.5 17.7 15.0 13.3 12.2 13.3
o/w private 16.8 22.3 214 21.0 20.1 19.9

Central Government Finance

Revenue (including grants) 22.7 22.8 223 21.8 22.3 23.0

o/w. taxrevenues 17.8 16.4 15.7 15.6 16.0 16.5
Total expenditure and net lending 30.4 29.2 31.1 31.6 322 32.6
Current 28.6 27.4 294 29.8 30.2 29.5
o/w Interest Payment 10.5 9.4 84 8.4 8.5 8.6
Capital & Net Lending (excluding foreign financed) 1.8 1.8 1.6 1.8 2.0 3.0
Overall balance (deficit (-)) =17 -6.4 -8.7 -9.8 9.9 -9.6
Primary Balance (deficit (-)) 2.8 29 -0.3 -1.4 -1.5 -0.9

External sector

Current Account Balance -20.4 -12.1 -14.4 -15.2 -15.3 -16.7
o/w Export (GNFS) 241 322 28.7 284 284 29.4
o/w Import (GNFS) 50.2 50.0 49.2 48.3 48.4 50.3

o/w Remittances 7.2 6.4 6.7 6.7 6.7 7.2

Trade Balance (GNFS) -26.1 -17.7 -20.6 -19.9 -20.0 -20.9

Trade of Goods Balance -31.5 -30.7 -30.1 -28.8 -29.1 -30.5

Gross Reserves (months of imports GNFS) /1 /2 11.5 12.1 11.3 11.3 11.5 10.5

Total Public Debt
Total Debt Stock (in million US$) 52,602 53,656 57,700 61,993 66,677 71,501
Debt-to-GDP ratio (percent) 141.7 133.8 134.4 137.1 141.2 141.6

Memorandum Items:

Nominal GDP (in billion LBP) 55965 60,442 64,740 68,143 71,199 76,097

GDP (in million US$) 37,124 40,094 42,945 45203 47,230 50,479

Sourtce: Government of Lebanon data, World Bank staff for estimates and projections.
1/ Gross Reserves (months of imports GNFS)=(Imports of Goods and Services / Gross Res. excl. Gold)*12.
2/ Total Imports using the BOP data from the Quaterly Bulletin of BDL.
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Table 4
Lebanon at a Glance

o1 v o
M. East Upper
Key Development Indicators & North middle L )
Lebanon Africa income Age Distribution, 2011
"7
(2012) Male Female
P opulation, mid-year (millions) 4.3 337 2,490 75-79
Surface area (thousand sq. km) 10 8,775 61,034 6064
P opulation growth (%) 07 17 0.7
Urban po pulation (% of total population) 90 59 61 45-49
30-34
GNI (Atlas method, US$ billions) 40.7 1279 16,341
GNI per capita (Atlas method, US$) 9,490 3,866 6,563 1519
GNI per capita (PP P, international $) %470 8,052 10,703 0-4
10 5 [
GDP growth _(%) 14 4.2 6.6 percent of total population
GDP per capita growth (%) 0.7 24 59
(most recent estimate, 2005—-2012)
Poverty headcount ratio at $125 aday (PPP, %) 3 9.0 Under-5 i 1.000
Poverty headcount ratio at $2.00 aday (PPP, %) . “u 204 nder-5 mortality rate (per 1, )
Life expectancy at birth (years) . 72 73
Infant mortality (per 1,000 live births) . 26 6 80
Child malnutrition (% of children under 5) . 6 3 70
60
Adult literacy, male (% of ages 15 and older) 93 84 96 50
Adult literacy, female (% of ages 15 and older) 86 68 91 40
Gross primary enrollment, male (% of age group) 105 108 m 30
Gross primary enrollment, female (% of age group) 99 101 m 20
10
i i o+ d 4 +
Access to an improved water source (% of population) . 89 93 1990 1005 2000 2011
Access to improved sanitation facilities (% of population) . 88 73
OLebanon B Middle East & North Afiica
Net Aid Flows 1980 1990 2000 2012 2
(US$ millions)
Net ODA and official aid 298 286 200 448 Growth of GDP and GDP per capita (%)
Top 3donors (in 2010):
United States 3 7 32 84 50
France 1 26 31 60 %0
European Union Institutions 5 29 36 53
30
Aid (% of GNI) . 2.6 11 12 20
Aid per capita (US$) 1 90 53 106 10
o
Long-Term Economic Trends 10
Consumer prices (annual % change) . -99.7 -0.8 57
GDP implicit deflator (annual % change) - 97.4 -21 56
——o—— GDP —————— GDP percapita
Exchange rate (annual average, local per US$) . 695.1 1,507.5 1507.5
Terms of trade index (2000 = 100) - 91 100 79
1980-90 1990-2000 2000-12
(average annual growth %)
P opulation, mid-year (millions) 26 3.2 3.8 4.3 19 17 11
GDP (US$ millions) . 4,690 17,260 42,945 . 8.8 5.0
(%of GDP)
Agriculture - 7.3 71 6.1 . 7.0 10
Industry . 255 228 205 . 5.2 53
M anufacturing - 4.4 13.0 8.5 . 6.4 14
Services . 67.2 701 734 . 6.4 4.9
Household final consumption expenditure - 1245 84.1 752 - 8.0 3.8
General go V't final consumption expenditure . “u.0 7.3 15.0 . “u7 3.7
Gross capital formation . 293 204 30.3 . 9.9 10.2
Exports of goods and services . 7.5 “u2 28.7 . 241 86
Imports of goods and services . 79.9 35.9 49.2 . 18 7.0
Gross savings . -10.5 -12 5.9

Note: Figures initalics are for years other than those specified. ..indicates data are not available.
a. Aid data are for 2010.

Development Economics, Development Data Group (DECDG).
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Table 4 (cont.):
Lebanon at a Glance

Lebanon
Balance of Payments and Trade 2000 2012
Governance indicators, 2000 and 2011
(US$ millions)
Total merchandise exports (fob) 1,050 5,632 ) B
Total merchandise imports (cif) 5,988 18,521 Voice and accountability
Net trade in goods and services -3,774 -8,803 Political stability and
absence of violence
Current account balance -3,754 -6,173 .
as a % of GDP -217 %4 Regulatory quality
Personal transfers and Rule of aw
compensation of employees (receipts) 2,544 7,322 Control of corruption
Reserves, including gold 8,273 47,508 0.0 250 50.0 75.0 100.0
Central Government Finance ot Countrys percentile rank (0-100)
82000 higher values inply better ratings
(%of GDP) . ) i o
Current revenue (including grants) 18.6 223 Source: Worldwide Govemance indicators (www.govindicators.org)
Taxrevenue “.6 5.7
Current expenditure 38.9 294
Technology and Infrastructure 2000 2011
Overall surplus/deficit -234 -8.7
Paved roads (% of total) 84.9
Highest marginal tax rate (%) Fixed line and mobile phone
Individual . . subscribers (per 100 people) 35 100
Corporate . . High technology exports
(% of manufactured exports) 23 24

External Debt and Resource Flows

Environment
(US$ millions)

Total debt outstanding and disbursed 29,137 20,085 Agricultural land (% of land area) 58 62
Total debt service 812 610 Forest area (% of land area) . .
Debt relief (HIPC, M DRI) - - Terrestrial protected areas (% of land area) 05 0.5
Total debt (% of GDP) 168.8 46.8 Freshwater resources per capita (cu. meters) 1241 1,127
Total debt service (% of exports) 26.1 43 Freshwater withdrawal (billion cubic meters)

Foreign direct investment (net inflows) . . CO2 emissions per capita (mt) 4.1 5.0

Portfolio equity (net inflows)
GDP per unit of energy use

(2005 PPP $ per kg of oil equivalent) 6.6 8.3
Composition of total external debt, 2012
Energy use per capita (kg of oil equivalent) 131 1526
'PAMSB 484
Short-term,
4.894 Other multi- World Bank Group portfolio 2000 2011

lateral, 5,203
(US$ millions)

IBRD
Total debt outstanding and disbursed 31 521
Disbursements 42 40
Private, 6,590 Bilateral, 2,601 Principal repayments 7 55
Interest payments “ 6
US$ millions IDA
Total debt outstanding and disbursed — [0}
Disbursements (0] (0]
Private Sector Development 2000 2012 Total debt service — (0]
Time required to start a business (days) - 9 IFC (fiscal year)
Cost to start a business (% of GNI per capita) - 67.1 Total disbursed and outstanding portfolio 218 151
Time required to register property (days) - 25 of which IFC own account r7 151
Disbursements for IFC own account 20 (0]
Ranked as a major constraint to business 2000 2011 Portfolio sales, prepayments and
(% of managers surveyed who agreed) repayments for IFC own account 25 "
¥ Access to/cost of financing . 16.5
¥ Electricity . 2.5 MIGA
Gross exposure — —
Stock market capitalization (% of GDP) 9.2 253 New guarantees = =
B ank capital to asset ratio (%) 6.4 75
Note: Figures initalics are for years other than those specified. o/ 1V13

..indicates data are not available. —indicates observation is not applicable.

Development Economics, Development Data Group (DECDG).
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Table 5.

Lebanon: Millennium Development Goals, 1990-2010

Millennium Development Goals

Lebanon

With selected targets to achieve between 1990 and 2015

(estimate closest to date shown, +/- 2 years)

Goal 1: halve the rates for extreme poverty and malnutrition
Poverty headcount ratio at $125 a day (PP P, % of population)
Poverty headcount ratio at national poverty line (% of po pulation)
Share of income or consumption to the poorest qunitile (%)

Prevalence of malnutrition (% of children under 5)

Goal 2: ensure that children are able to complete primary schooling

Primary school enroliment (net, %)

Primary completion rate (% of relevant age group)

Secondary school enroliment (gross, %)
Youth literacy rate (% of people ages 15-24)

Goal 3: eliminate gender disparity in education and empower women
Ratio of girls to boys in primary and secondary education (%)
Women employed in the nonagricultural sector (% of nonagricultural employment)
Proportion of seats held by women in national parliament (%)

Goal 4: reduce under-5 mortality by two-thirds

Under-5 mortality rate (per 1,000)
Infant mortality rate (per 1,000 live births)

M easles immunization (proportion of one-year olds immunized, %)

1990

61

37
32
61

Lebanon

1995 2000 2011

3.0

76 90 -
84 102 87
65 77 83

34 32
30 28
85 90

Goal 5: reduce maternal mortality by three-fourths
M aternal mortality ratio (modeled estimate, per 100,000 live births) . . 150
Births attended by skilled health staff (% of total) - 89
Contraceptive prevalence (% of women ages 15-49)

Goal 6: halt and begin to reverse the spread of HIV/AIDS and other major diseases
Prevalence of HIV (% of population ages 15-49) 0.1 0.1 0.1 0.1
Incidence of tuberculosis (per 100,000 people) . . . -
Tuberculosis case detection rate (%, all forms) 85 97 88 77

Goal 7: halve the proportion of people without sustainable access to basic needs
Access to animproved water source (% of population) @ ® 100
Access to improved sanitation facilities (% of population)
Forest area (% of land area) . . . -
Terrestrial protected areas (% of land area) 0.5 0.5 05 0.5
CO2 emissions (metric tons per capita) 3.1 3.9 4.1 5.0
GDP per unit of energy use (constant 2005 PPP $ per kg of oil equivalent) 8.7 6.8 6.6 8.3

Goal 8: develop a global partnership for development
Telephone mainlines (per 100 people) 134 13.0 154 211
M obile phone subscribers (per 100 people) 0.0 3.5 9.9 78.6
Internet users (per 100 people) 0.0 0.1 8.0 52.0
Households with a computer (%) = o = 715

Education indicators (%) Measles immunization (% of 1-year

olds)

100 100 120
<>
100

ICT indicators (per 100 people)

75 75

80
50
50 60
25 40
25
0 -+ 20

2000 2005 2010

0+ + + + 0
1990 1995 2000 2011 2000 2005 2010

——o—— Primaly net enrol Iment ratio

' i OFixed+ mobile subscribers B Internet users
——O—— Ratio of girls o boys in primary & sew ndary education (..) BLebanon 0 Middle East & North Africa

Note: Figures initalics are for years other than those specified. ..indicates data are not available. 9/ 13

Development Economics, Development Data Group (DECDG).
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SELECTED RECENT WORLD BANK
PUBLICATIONS ON LEBANON

(for an exhaustive list, please go to:
http://go.worldbank.org/8700A29QWO0http://go.worldbank.org/5N4AMNJXVO0)

Title Publication Document Type
Date
Lebanon - Economic and social impact assessment 2013/09/20 Board Paper

of the Syrian conflict (English)
Lebanon Economic Monitor: Spring 20138 (English) 2013/06/25 Brief

Lebanon - Economic and labor force impact of the 2018/06/01 Policy Note
change in the wage structure of the public sector (English)

Supporting innovation in SMEs in Lebanon through 2018/02/01 Brief
a public/private equity fund : the iISME fund (English)

Doing business 2013: Lebanon - smarter regulations 2012/10/23 Working Paper
for small and medium-size enterprises : comparing business

regulations for domestic firms in 185 economies (English)

Lebanon - Economic monitoring note (English) 2012/09/01 Brief

Doing business in a more transparent world 2012 — economic 2012/01/01 Working Paper
profile: Lebanon - comparing regulation for domestic firms

in 183 economies (English)

PPIAF assistance in Lebanon (English) 2011/07/01 Brief

Lebanon - Large scale solar water heater market 2011/06/01 ‘Working Paper
development program in Lebanon (English)

Lebanon - Thermal standards for buildings: Review 2011/06/01 Working Paper
and implementation plan (English)

Lebanon - Prototype Carbon Fund (PCF) Trust Fund Grant for 2010/12/31 ‘Working Paper
Nahr Al-Barid Project: grant completion report (English)

Status of Projects in Execution (SOPE) - FY10: Middle 2010/10/03 Annual Report
East and North Africa region - Lebanon (English)

Lebanon - Statistical capacity building with the Central 2010/08/28 Working Paper
Administration of Statistics: report on gender statistics (English)

Development horizons (English) 2010/04/01 Newsletter
Doing business 2011: Lebanon - making a difference 2010/01/01 Annual Report

for entrepreneurs : comparing business regulation
in 183 economies (English)

Lebanon - World trade indicators 2009 2009/12/01 Brief
(Vol. 1 of 2) : Trade brief (English)

Lebanon - World trade indicators 2009 2009/12/01 Brief
(Vol. 2 of 2): Trade at a glance (English)

Lebanon - Social impact analysis for the electricity 2009/11/01 Brief
and water sectors (English)

Status of Projects in Execution (SOPE) - FY09 : Middle East 2009/10/02 Annual Report
and North Africa region - Lebanon (English)

Development horizons (Arabic) 2009/10/01 Newsletter
Development horizons (English) 2009/10/01 Newsletter
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