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CEDRE, a conference
prepared in opacity
with no clear strategic plan

The government is preparing a new major donor conference for
Lebanon to be held on April 6 in Paris at the invitation of President
Emmanuel Macron. Rather than calling it Paris 4 and putting it in the
continuity of the three similar events that took place in the French
capital in 2001, 2002 and 2007, and failed to achieve the promised
results, the meeting of donors was named CEDRE. It stands for
Cedar in French, and is the acronym of Conférence économique
pour le développement et la réforme avec les entreprises’.

This conference is the economic component of a series of three
consecutive international conferences, the other two being devoted
to supporting Lebanese security forces (Rome) and Syrian refugees
(Brussels).

POLITICAL MOTIVATIONS

Although the theme of the CEDRE Conference is economic,
its objective is also political. The event must be analyzed in the
continuity of Saad Hariri’s true-false resignation crisis in November
2017 and the run-up for the May general elections. Unfortunately,
this major event is prepared in opacity and rush, with no clear
strategic plan, despite the urgent need for economic, social and
financial reform.

On the Lebanese government side, the stakes are:

* to regain public support for the government by acting on what it has
been criticized the most: its inability to provide basic infrastructure,
including electricity (but the list is long).

* to strengthen, thanks to the international support, the legitimacy
of the power in place on the eve of the legislative elections.

 to reactivate one of the main leverages of power: the channel of
financial redistribution through large projects.

* to reactivate the influx of foreign exchange, which is the mainstay
of an increasingly fragile Lebanese monetary and financial system.

Ontheinternational side, the motivations are diverse but convergent:

* Emmanuel Macron wants to transform the successful trial of his
intervention to resolve Saad Hariri «resignation» crisis in Saudi
Arabia and position himself on the Middle East theater as a friend of
Lebanon.
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* On the European Union and the United States side, there is a firm
commitment to support the stability of Lebanon, notably because of
the valve function that Beirut plays on the issue of Syrian refugees.
This stability is perceived as fragile or even threatened for political
reasons but more recently for financial and economic reasons:
there is a strong concern about a potential financial crisis. Lebanon
also serves as a symbolic barometer of the intensity of the various
conflicts that plague the region - be it the confrontation with Israel
or the lran-Saudi Arabia standoff - and not crossing this red line is
the subject of a true international consensus.

* Institutional logics specific to the major multilateral donors, such
as the World Bank or the European External Investment Plan, should
also be added to these geopolitical motivations. Each of them are,
for their own reasons, eager to raise the volume of funds committed
to Lebanon.

* Notwithstanding a last-minute surprise, the Gulf countries, Saudi
Arabiain the lead, who were the main donors of previous conferences
in Paris, will be on the other hand the major absent from this new
rendezvous. However, there are specific efforts to engage Kuwait
and Qatar.

INFRASTRUCTURE MODERNIZATION WITH A PINCH
OF REFORM

The decision to rename the conference, and not to mark it in the
Paris conferences series, is also an implicit way of avoiding to
address economic and social “reforms”, even if the R letter in the
Cedre word, stands for reform.

Technically, the Cedre conference should be read as a conference
on the modernization of Lebanon’s infrastructure based on a list
of new or old projects (the drawers of ministries and Parliament
abound with those) collected for the occasion and valued more or
less seriously.

A few weeks ahead of the conference, no official list of projects
had been communicated to the general public, let alone an overall
strategy for prioritizing these projects in a more global context. But
the Prime Minister’s team talks about 120 to 160,000 job creations
and a GDP increase of 6 to 8%.

A MULTIBILLION CAPITAL INVESTMENT PLAN

A preparatory conference is scheduled for March the 6th, and
meanwhile, some unofficial documents were leaked to the press.
The Prime Minister’s cabinet sent late 2017 a list of 250 projects to
the World Bank and France, the host country, and has promised to
deliver a final list - named Capital Investment Plan - by mid March.
This leaves very little time to potential donors to deep dive into the
investment plan.
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In a press conference held on February the 20th at the Prime Minister’s
office the general outline of the Capital Investment Plan was announced:

* The list comprises 250 projects on a 12 years period divided in three
phases. Only phases 1and 2 will be tackled at the Cedre conference.

* The overall amount of these projects is estimated at $ 15 billion + $ 1.7
billion for expropriations.

* The sectorial division of the envelop is the following: 30 %
transportation, 30 % water, 20 % electricity and 20 % miscellaneous.

SUPPORTING DOCUMENTS

An effort of rationalization is undertaken, at the request of the
donors, and the Lebanese cabinet is also promising to adopt the 2018
budget ahead of the conference. The list of projects of the Lebanese
government, called Capital Investment Plan, will be supported by:

* A World Bank report assessing the strategic impact of the Capital
Investment Plan, its impact on growth and employment, a feasibility
assessment and an assessment of the reforms needed jointly.

* A macroeconomic framework of the plan provided by the IMF.

« A first version of the report on the restructuring of the Lebanese
economy commissioned to McKinsey.

RENEWED FINANCING ARRANGEMENTS

The main financing tool for these investment projects will be provided
by the World Bank through its Global Financing Concessional
Facility, but the Lebanese government also hopes to mobilize private
financing - the target is set at $ 6 billions dollars - through the Public
Private Partnership (PPP) tool.

ACCESS TO VERY PRIVILEGED CONDITIONS

The World Bank’s willingness to help Lebanon has resulted in the
implementation of a «blending» mechanism, namely the mixing of
donations and loans, which will enable it to access loan conditions
similar to those that benefit the poorest countries (ie International
Development Association terms of credit). While the level of
Lebanon development does not theoretically allow it to benefit from
such privileged credit conditions (1.5 % interest rate over 20 to 30
years, with a 10 years grace period), the concept of its contribution
to the Global Public Good, through hosting Syrian refugees, has
been invoked to justify this international effort.
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PPP: BETWEEN DISCOURSE AND REALITY

There is a lot of publicity surrounding the new legal framework for
PPPs, but on the one hand the real appetite of the international
private sector for this type of operation is still uncertain given
Lebanon’s history of slow implementation and lack of transparency
and, secondly, the financial cost of these arrangements is still far
from being clarified, in the absence of a budgetary framework that
conforms to international standards (comprehensive budget, multi-
year program laws, etc.)

Mid-February, the High Privatization Council charged with
implementing PPPs, had a green light in principle for three projects:
the expansion of Rafic Hariri International Airport, the Dbayé
motorway network, and the national data center entrusted to Ogero
(almost nothing has been officially communicated on most of these
projects).

NO REAL STRATEGIC REFORM PROGRAM

“For the alcoholic to start a healing process, he needs to be aware of
the pain he is suffering from”. “Today the Lebanese political class is
in denial”. “The Lebanese authorities manage once again to convince
their Western partners to support them by waving the threat that
Lebanon will fall into chaos ‘and they get away with it!"”.

These unofficial statements testify to the discrepancy between how
those involved in the technical preparation of the Cedre Conference
understand the real challenges of such an event for Lebanon and
how decision makers’ overarching geopolitical agenda prevail over
the need for reform in Lebanon.

With the organization of the Cedre Conference, Lebanon once
again enjoys an exceptional solicitude on the part of the donors and
this opportunity should be seized to engage in the real economic,
financial and social restructuring that the country needs.

Fears are that this solicitude will bring the financial fuel needed by
the oligarchic system in power to continue driving the country from
failure to failure.

Below are some of the questions that need to be answered on the
eve of a major event for the country:

1) What is the strategy?

* The modernization of infrastructures is a necessity, but no serious
reflection has been made on the volume of resources that the
country can mobilize; on the order of priorities for these projects;
on how they fit into a national investment plan and whether they are
included in any sectoral plans.

* Lebanon is right to seize the opportunity of the Syrian crisis to
push the international community to move from a pure logic of
humanitarian aid, linked to the presence of Syrian refugees on its
soil, to a logic of promoting development, but the question of how
this aid will be channeled continues to arise.
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2) In the absence of any strategy, what is Lebanon’s absorption
capacity?

* If the issue of funds availability is resolved, what is the level of
indebtedness that Lebanon can still bear - even at unbeatable costs
- when it has not started the effort to restructure its public finances?

3) Where is the national debate on such a major event?

* The conference organizers say they want - this time - to match
their aid with conditionalities and put a monitoring process that will
allow future disbursements of aid. Just weeks before the conference,
however, there was no public discussion on the nature of these
conditionalities and their potential impact on governance which is
Lebanon’s most pressing issue.

* A last minute assessment report of the Capital investment plan
impact on growth and employment cannot in anyway replace the
indispensable public debate on the reform path Lebanon needs to
follow
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KULLUNAIRADA

Kulluna Irada is a civic organization for political reform, engaged in
setting the foundations for a modern, secure, efficient, sustainable
and just state. Itis funded exclusively by Lebanese citizens in Lebanon
and abroad. Kulluna Irada believes transparency, accountability and
citizen participation as major constituents of good governance. The
organization’s goal is to raise awareness on public issues and engage
constituencies of the Lebanese society: citizens, NGOs, experts,
municipalities, and members of Parliament and Government in order
to find and implement sustainable solutions.



