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Before addressing the main subject of today’s symposium, I would like to brief you about the work carried out by our parliament in Lebanon, particularly that related to the Finance and Budget Committee, including the obstacles and challenges we have overcome. To achieve this purpose, it is crucial to perform a brief evaluation of the period starting at the end of the Lebanese civil war until the present at both parliamentary and governmental levels. 

When the civil war ended, Lebanon was destroyed at every level, directly and indirectly, in terms of its constitutional institutions, judicial arm, national security apparatus, and infrastructure. Moreover, the levels of GDP and per capita income were extremely low with Lebanon's national debt by the end of 1992, exceeding three billion US dollars, which was equivalent to fifty percent (50%) of its GDP at the time. The lack of vision for the future coupled with the exasperating and deep political conflicts between the different political parties provided no opportunity to escape the sweeping crisis. 

Lebanon, however, was blessed with Rafic Hariri, who became prime minister in 1992 and initiated an extensive reconstruction process on all political and economic fronts. 

The late Prime Minister Hariri declared many priorities which included rebuilding the public institutions of Lebanon, modernizing their laws and regularizing their function. In fact, the Ministry of Finance received the greatest share of his attention when he designated HE Fouad Siniora at the head of the Ministry of Finance during the periods 1992- 1998 and 2000-2004.  HE Fouad Siniora made concerted efforts to implement significant reforms at the Ministry of Finance. Following the assassination of Prime Minister Rafic Hariri, HE Fouad Siniora headed the Lebanese government from 2005 to 2009. As Minister of Finance, Siniora endeavored in coordination with the Minister of Economics and the Governor of the Central Bank, to address the following areas of concern:

1. Reorganizing and developing the Ministry of Finance;

2. Restructuring the budget according to standards and methodologies adopted by the IMF, in addition to adopting the new classification based on the administrative, functional, and economic classification of expenditure, as well as a new classification of revenues (taxed vs. non-taxed revenues); 

3. Modernizing fiscal and taxation laws;

4. Building human capacities within the Ministry of Finance and contributing in promoting them in other ministries through the establishment of the Institute of Finance; 

5. Adopting the latest automation technologies needed for running the ministry and offering an example to be followed in other ministries;

6. Controlling the budget deficit, promoting financial and monetary stability, and decreasing interest and dollarization rates; 

7. Rationalizing expenditures and endeavouring to significantly increase revenues without adding to the burden on the economy and the citizens;

8. Encouraging investments in order to boost economic growth and regional development. 

Accordingly, when Former Prime Minister Siniora headed the government, he made every effort to pursue the reform process in the Ministry of Finance, which was consecutively headed by Dr. Jihad Azour, Dr. Mohamad Shatah and currently Raya Hassan.  Every one of them has endeavoured to accomplish the following:   

a) Reducing the public debt from 180% to 148% of GDP in the course of the past three years;

b) Providing a stable political climate, even at the most basic level, to ensure the proper functioning of institutions and public administrations, including the Ministry of Finance.

After citing the above, some might call into question the role of the Lebanese Parliament. In many instances, this Parliament has worked, during the last two decades, in parallel with the government but in some cases and for several reasons, the decisions of parliament were not in complete harmony with the government’s decisions to modernize its institutions, curb costs, and increase revenues in order to solve the challenges of an exacerbating budget deficit and mounting public debt. The most significant reason parliament opposed the government’s decisions in these matters rested in the deep political conflicts and divides that have adversely affected the performance of Lebanese institutions. Moreover, parliament also opposed, in some instances, the government’s plan to modernize the regulations and financial mechanisms of various institutions. On the other hand, parliament—as a legislative power—did not always support the government in modernizing these laws, applying financial, economic, and administrative reforms, and supporting the aforesaid financial plans. 

The reality was that parliament intermittently approved draft laws which augmented fiscal burdens without providing the necessary revenues, which inadvertently led to an increase in budget deficit, and consequently, an increase in public debt and debt servicing. In fact, debt servicing has today become the principal constituent of the budget deficit, which is currently running close to four billion US dollars, which is equivalent to thirty percent (30%) of 2011 budget.

During his term in office, the martyred Rafic Hariri had attempted to implement several key reform measures, which failed to reach their objectives due to political conflicts and recurrent Israeli attacks in 1993, 1996, 1999, in addition to the most recent being in 2006. This last war devastated the people of Lebanon and destroyed its economy and infrastructure, causing colossal, direct and indirect financial losses. As a result the government had to provide the necessary financial resources to cover reconstruction costs for the desolation Israel caused.  

Role of the Lebanese Parliament’s Finance and Budget Committee

Committee Composition 

The Finance and Budget Committee is composed of 17 members, representing all political parties in the Lebanese Parliament. Parliamentary blocs designate committee members without considering, on occasion, the selected member’s expertise, competency, or educational background, which should be well-matched to the assigned mission. In many instances, this vital factor hinders the efficient performance of the committee. 

The Committee’s Supervisory Role

The supervisory role is divided into several areas, most significant of which are:

· Debating and approving the individual budget expenditures of each ministry, government body, or council by comparing the new budget line items against the figures of the previous year; 

· Discussing and approving anticipated revenues and finding ways of generating them;

· Debating and approving the laws regarding budget implementation;

· Debating and approving the laws permitting the government to borrow money in order to cover the budget deficit;

· Discussing and approving the laws regarding public debt restructuring.

After completing these steps, the Committee communicates the results of its deliberations to the General Assembly.
Current practices of the Finance and Budget Committee, however, are limited to discussions that do not assume the core responsibilities of the undertaking conferred upon it. In fact, the budget preparation process is carried out on the basis of political interests in certain instances or confessional interests for the most part. 

Furthermore, the mechanisms adopted are based upon a purely conventional iterative budgeting process.  This type of iterative budgeting involves, for instance, comparing the public spending of the current fiscal year to the previous year, determining whether the public spending volume increases or decreases, devising new ways to generate budget revenues, and passing laws required for budget implementation without taking into consideration proposed comprehensive and lucid plans directly related to strategies and visions, which could be adopted at the national level. In turn however, these national strategies and visions should rely on viable studies, addressing the current situation at the economic, financial, administrative, and political fronts and looking forward to optimistic economic growth. 

During the past years, the Ministry of Finance has taken several reform initiatives on the budget preparation front. In fact, each ministry prepares its budget in conjunction with a detailed presentation of the projects it intends to execute and objectives it intends to achieve. Accordingly, parliament’s accountability becomes more straightforward, controlling the realization of a project becomes more convenient, and verifying the feasibility of a ministry’s project becomes more practicable.

Additionally, the Ministry of Finance has prepared a draft law that was ratified by the government concerning a modification to the General Accounting Law and Court of Audit Law. The draft law removes the responsibility from the Court of Audit, a role it has been assuming for the last 50 years, which is to pre-control public spending given that the Ministry of Finance performs this task, making this a dual and redundant task carried out by the Court of Audit. The Court of Audit should focus on confirming that public spending attains its desired objectives. By that, the Court of Audit would focus on its primary function, a function carried out by most Courts of Audit in the world, which is post-controlling.  We believe that by assuming its role, the Court of Audit would be raising the performance level in general and contributing to fighting squandering and corruption. 

For any given ministry, irrelevant of its budget allocations whether large or small, if there exists neither clear nor comprehensive public spending plans in terms of implementation support mechanisms that adhere to strict and well-defined deadlines that meet the highest levels of transparency and international standards, and which would positively affect economic development and social balance and effectively contribute to sustainable development and regional economic growth, budget allocations become a way of squandering public wealth and undermining economic growth and prosperity. 

In terms of implementation, public spending should be based on clear and comprehensive strategies that offer transparency and control. Budget formulations also need to be based on technical and financial principles, which allow parliament along with Finance and Budget Committee to oversee, control, adjust, and practice accountability throughout the budget implementation process. In fact, if parliament and its specialized committees are not completely aware of the total volume of public spending, the implementation process, and compatibility with technical and environmental criteria and standards adopted in the draft plan initially approved by both the government and parliament, the parliament would not be capable of overseeing the government’s work, controlling its performance, or rectifying any performance failure.  

As for the budget structure in Lebanon in terms of the adopted accounting systems, budget allocations, and ceilings for public spending, these need further modernization and restructuring in terms of allocations or disclosure according to modern accounting systems which offer a high level of transparency and disclosure and allow for easier control and audit.     

Necessary Reforms to Restore the Current Economic and Financial Climate

As in the case of all nations whose citizens and decision-makers aspire to stay abreast of the latest developments in every field, Lebanon is in need of a comprehensive strategy and practical implementation plan that would help it achieve economic and financial reform, preserve and commit to its democratic and parliamentary systems as well as principles of conviviality to which the Lebanese have consented, achieve sustainable growth and regional development, improve performance levels in public administrations, solve its budget deficit problem, control public debt, and achieve higher levels of public-private partnerships (PPP). These steps must be taken to help Lebanon utilise its available resources to prosper and grow with the rest of the world. The most significant reforms required to remedy the financial and economic situation in Lebanon can be summarised in the form of legislative and regulatory workshops, which would address the looming challenges in the following sectors: 

1. Drawing a clear national strategy in full partnership between the government and parliament in order to address structural problems of the Lebanese economy and public finances, and identify ways to remedy the current situation; 

2. Establishing a specialised unit to address the problem of public debt and adopting the best available methods to reduce it to levels bearable by the Lebanese economy; 

3. Restructuring ministries, public administrations, and institutions, and identifying their missions and roles within the general institutional framework;

4. Defining the limits of competencies and functions of these ministries, public administrations, and institutions in a way that does not contradict or interfere with the competencies or functions of other ministries or administrations; 

5. Setting realistic action plans coherent with the missions assigned to each ministry, public administration, or institution, which would contribute in the implementation of its role within the comprehensive national strategy. Also, identifying the job description of each ministry, public administration, or institution within the general organizational structure that would enable it to accomplish its missions; 

6. Developing the productivity and administration level of existing human resources by holding training workshops, maintaining control, offering incentives, and holding people accountable; 

7. Appointing people with exalted competencies and expertise; 

8. Modernising applicable laws and regulations in order to facilitate the work of these ministries and public administrations;

9. Activating control and inspection systems, supplying ministries and administrations with much needed and apt human resources and state-of-the-art technologies, while keeping them far removed from political interventions in order to enable them to perform unbiased control, which in turn would lead to a high level of accountability and transparency;

10. Publishing quarterly reports to disclose the public spending of each ministry in order to identify whether these were committed to limiting their spending according to action plans previously established and whether the results were as expected. 

Conclusion 

The financial and economic situation in Lebanon reveals the burdens and difficulties which are not only limited to the debt-to-GDP ratio, budget deficit, or debt servicing. It also proves to what extent the existing opportunities are being missed.

In fact, Lebanon has plenty of opportunities on the horizon. Paris III is not Lebanon’s only opportunity although we have not, until now, fully benefited from all the aid allocated to assist Lebanon, which have constituted the main leverage of the Lebanese economy and general finances. In fact, parliament did not approve the financial and economic reforms necessary for donors to honour their funding pledges that were approved in Paris III. 

Lebanon enjoys enormous capacities to achieve growth for it has unique characteristics given its geographical location, free economic system, skilled human resources, and vitality and initiative spirit characterizing the Lebanese private sector. Furthermore, the presence of the Lebanese Diaspora around the four corners of the globe and their awareness of Lebanon’s condition, thus resulting in their participation in all innovative economic and financial systems, provides the country with a much-needed extra edge. 

During the last few years, and despite the global financial crisis, Lebanon has achieved unprecedented growth rates during the 2007-2009 period, exceeding 8% on average annually and is expected to reach 7% in 2010. Despite the internal conflicts and stalemates on the political and national security fronts, the Lebanese economy was able to attract considerable foreign investments. Moreover, the banking sector enjoyed significant growth in terms of increased deposits and has became capable of expanding its investment umbrella and banking facilities, which reached many sectors that were not previously addressed by this sector. The banking sector has also expanded its coverage across the Lebanese territory and reached neighbouring countries, and even Europe. This sector is still able to invest in the Lebanese economy, a fact that supposes the ratification of new laws, most important of which are those that constitute a principal incentive for growth such as the PPP. This fact places the Committee of Finance and Budget in the face of a great challenge, which consists of effectively contributing toward adopting this law. 

The main concern, however, remains in activating the Committee of Finance and Budget role, as well as other committees, increasing their control and legislative power, and empowering them to achieve their role in following up and evaluating the performance of the different ministries and administrations in order to reach the objectives for which they exist. Moreover, it is vital that Lebanon continues to enjoy security and stability and that the different political parties make a conscious decision to engage in a serious, pacific, and responsible dialogue away from tensions and bullying, because the present opportunities and the Arab, international, and Islamic support available today for Lebanon may not be available in the near future if this opportunity is to be missed. 

Thank you for your attention. 
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