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EXECUTIVE SUMMARY
Measurement of poverty

The extreme poverty line (the lower line that only includes meeting tood
requirements) for a medium Lebuanese family of five was at USS 306 in 1993 On the
other hand, the absolute poverty line (the higher line that includes food expenses and
other basic needs such as health, education, housing and ¢lothing) for the same family
and period was at US$ 618,

Twenty-eight per cent of Lebanese families are estimated to live below the
absolute poverty line. Of those, 7.25 per cent live below the extreme poverty line.
This implies that around | million Lebanese are poor, and 250,000 of those are
extremely poor.

In rural areas, 75 per cent of the families whose primary provider works in
agriculture are poor, and 40 per cent of those are extremely poor (with incomes below
the lower poverty line). Two thirds of the extremely poor (around 180,000) live in
rural arcas and represent more than a quarter of the population in those areas.

In urban centres (Beirut, Tripoli, Sidon, Tyre, Zahle and their suburbs), there
are around 750,000 poor, 100,000 of whom are extremely poor. The urban poor
belong to families whose primary provider works in government administeation (31 per
cent of these families live below the absolute poverty line) or in industry (26 per ceat).
A number of these families even live below the extreme poverty line (5 per cent of
families whose provider works in administration and 3 per cent of those whose
provider works in industry).

Characteristics of the poor

According to preliminary estimates based on non-statistical field rescarch, the
size of a poor family in Lebanon ranges between 6.5 and 7 members, higher than the
national average, which nowadays is thought to be § members.  Similarly, the
dependency ratio (number of family members/number of working family members) is
also high, reaching up to 4, while on the national level it is 3.3.

On the other hand, the size of the poor family declines with time, following the
general national trend. In addition, the size of poor rural families or urban families of
rural origins is larger than that of urban familics.




Poverty places additional burdens on women and exacerbates discrimination
against them. Thus, poor women'’s salaries and incomes, as well as their functions and
levels, are lower than those of their male counterparts.  Women who head poor
familics are exposed to continuous exhaustion owing to the accumulation of their
workload inside and outside the home. Poor women and giths are discriminated against
regarding access to health care or nutrition.

The cducational level of the poor, mien and women alike, is low, since few
heads of poor families received secondary or higher ceducation (except for public
administration staff) or adequate vocational training.  As for the children of poor
families, there is a high percentage of enrolment with a correspondingly high
percentage of drop-outs.  This is caused by an insufficient number of government
schools in poor neighbourhoods, an equalty low level of government as well as private
schools, low work, occupational and economic return of education and the constraints
of high education costs on the family budget.

The access of poor families to primary and sccondary health care facilities is
limited because of their high costs, since most of them do not enjoy effective health
coverage.  Chronic or recurrent diseases are common among the poor, and the
incidence of physical handicap, mental retardation or sickness-related death is higher
than the national average because of the incapacity to bear treatment costs on the one
hand, and negligence and ignorance on the other.

Poor neighbourhoods, especially in the cities, are overcrowded and suffer from
random urbanization, searcity of green spaces and the lack of scwage systems or
intermixture with water systems which, where they exist, are not adequately connected
to houses.  They alsa sulter from the lack or interruption of clectricity and the
accumulation of garbage in the streets and between butldings. Some of the houses are
partly destroyed as a result of the war or out of negligence. Space per individual is
less than 10 square metres, which is below the 14 square metres internationally
approved for the well-being of the individual as well as for his physical and
psychological equitibrium.

Determinants and causes

The Lebanese experience of the last three decades shows that improvement of
the standard of living and the reduction of poverty follow the trend of economic
growth. However, although necessary, growth alonc is not a sufficient condition for
the reduction of poverty. This was obvious during the periods 1971-1974 and 1992
1994 when growth rates were high but were not accompanicd by a reduction in
poverty.  Therefore, a study of the disparity in the distribution of growth retums
among regions and sectors is required.




There is also a close relationship between poverty and unemployment. In a
country where wage-earners account for two thirds of the total work-force, and where
no compensation is provided, unemployment means the loss of the principal, and often
the only, source of livelihood. The spread of poverty follows the changes in the
structure of the work-force. Such a change is reflected in increased marginal jobs, the
prevalence of disguised unemployment, job instability, the accumulation of functions
and unemployment ranging, according to estimates, from 12 to 16 per cent. Poverty
could be looked at not only as a result of unemployment but also as its generator. In
fact, the lack of productive assets very often preveats the poor from launching small
and medium income-gencrating projects which are today the only apportunity for
creating jobs after the state of saturation that has been witnessed by traditional sectors.

People who do not possess liquid financial assets and productive assets (such
as land and machinery) find it extremely difficult, even impossible, to benefit from
banking or financial facilities. Even ownership of agricultural land does not provide
a way out of poverty if the size of the land, the soil fertility and the markets are
insuffictent to constitute an added value. The number of agricultural plots in Lebanon
is estimated at 1 mitlion, while only 90,000 people work in agriculture. Real estate
holdings lost most of their yields, with inflation absorbing their lease value, which had
been frozen throughout the war period.  The decrease in relatively old real estate
holdings pushed most of the small and medium holders below the absolute poverty
line.

War is scen as the main origin of poverty in Lebanon during the last 20 years.
Indeed, violence caused the GDP to fall to 40 per cent of what it should have been had
there been no war,  In addition to damage to infrastructure and the means of
production, which reached over US$ 25 billion, the war led to the destruction of
hundreds of productive units, declining productivity, lagging administrative and
technological advances and a halt to the functioning of the Lebanese economy on the
regional level. Most important of all, the war caused more than 65,000 deaths and
injuries to more than 84,000 individuals, maimed several thousand, exacerbated
emigration and forced the migration of around 800,000 citizens, i.c. onc third of
resident Lebanese. The relation between the consequences of the war and the spread
of poverty is thus clear.

One of the most important consequences of the war, regarding the spread of
poverty, is unbridled inflation. Record inflation rates were reached during the period
of the Isracli invasion of 1982, particularly between 1986 and 1992. During this
period, it remained generally above 100 per cent annually and exceeded 500 per cent
in 1987. Even though other factors stand behind inflation, war was the crucial
element, causing segmentation in the internal market, difficulties in exports, the
fragmentation of the labour market, migration of skilled workers, waste of government
resources and the reduction of its supervisory role.




One of the most dangerous effects of the war was probably the displacement
that resulted from the destruction or damage of a great number of housing units
(around 100,000). Other conducive elements include the destruction of production
tinits, the loss of job opportunities, settling in areas not originally designed for housing,
the break-up of families and dispersion of their members, the death or loss
(disappearance or Kidnapping) of some of them, mast of them male workers, a decline
in the educational level, vocational training and primary and sccondary health care,
Thus the displaced population could be considered to include a very high percentage
of poor people, a perceatage that reached, according to estimates, 735 per cent below
the absolute poverty line and around 50 per cent below the extreme poverty tine.

Poverty policy analysis

Lebanon does not have a defined policy to combat poverty, nor does it have a
general social policy addressing the alleviation of poverty. The government approach
is to consider the solution of social problems as a by-product and an automatic result
of the economic reforms that it is pursuing, which are based mainly on currency
stabilization and reconstruction of the physical infrastructare. Priority in government
policy is given to economic, rather than social, matters. Thus, the method of dealing
with the problem s not based on neutralizing the causes of poverty and the processes
leading to it, but rather on finding remedies 10 its effects or reducing its spread,
regarding it as a de fucto situation whose negative aspects should be mitigated.

This is obvious first of all from the absence of any reference text for social
policy as well as the absence of any reference framework for economic policy.
Offteial rhetorie is caught between traditional Lebanese politics, which rejects the
coneepts of planning and prior commitment and is today strengthened by the
inteenationally prevailing neo-liberal trend, on the ane hand, and the desire to project
a different look based on effectiveness, science and study, on the other, Therefore,
analysis of government socio-cconomic policies relics on reconstructing the underlying
implicit reasoning through official and informal documents as well as stated positions,
statements and measures,

Wage policy is onc of the main elements in the fight against poverty.  Indecd,
wage-carers  constitute 55 1o 60 per cent of the total work-force in Lebanon, and
wages have eroded because of soaring inflation during the last two decades, which
reached 110 per cent between 1984 and 1992, Salaries in the private sector are
decided according to offer and demand, except for the minimum wage and the annual
adjustment rate, which are determined by the Government. Government measures and
decisions do not indicate the existence of a policy for the alleviation of poverty that
inctudes the element of a wage increase. According to the present economic theory,
priority is given rather to controlling cash-flow, which is considered responsible for




inflation, and improvement of the standard of living should be achieved indirectly
without increasing wages, especially in the public administration sector, which 15
characterized by a high number of staff’ and low preductivity.

Such a policy might be appropriate as far as redecing budget deficits and
public debt are concerned, but it puts the heavy burden of the erisis unfairly on wage-
eamers. Thus, during the past 20 years, their share of GDP has fallen from 58 to 22
per cent, while that of employers has rise from 42 to 78 per cent. During more or Jess
the same period, the minimum wage lost 70 per cent of its value at the fixed rate of
the Lebanese pound. Owing to the application of the wage adjustment rate, which
decreases with wage increase, the medium wage dropped at a faster rate than the
minimum wage. All these elements have led to the spread of poverty to a great extent
among wage-earners, particularly in all categories of public administration.

‘Regarding the employment policy (creating job opportunities, setting up
programmes for vocational training and increasing productivity) as an aspect of the
policy to combat poverty, it is largely incidental and subject to market forces. Official
documents (particularly the 10-year advancement plan, with its various versions) do
not mention any defined government employment policy. The Lebanese labour market
is open, with non-Lebanese workers having unrestricted access, especially in the
construction, hotel services and marginal services sectors. At the same time the labour
force in Lebanon grew from around 900,000 workers in 1987 to approximately 1.1
million workers in 1993 and continues to grow at a faster pace owing to the cessation
of emigration and the number of job-seckers, which is growing at an annual rate of
75,000. Al of these factors add to the pressure on the labour market, increasing open,
disguised and partial unemployment rates, which are all aspects of poverty,  This
situation requires a more systematic and less improvised approach to employment for
establishing programmes, creating incentives for the protection of the labour market
and creating new job opportunitics to reintegrate the unemployed, absorb young
neweomers in the labour force and retrain workers in order to increase their
productivity,  Such action would restore the balance between scetors in order 1o
strengthen existing small enterprises and encourage the establishment of new ones,
since they have a greater capability to create new jobs in the short and medium terms
and to restore esteem to jobs considered marginal and left today for foreign workers.

Available information about agricutture shows real possibilitics for vertical as
well as horizontal expansion capable of creating new job opportunities, especially in
rural arcas plagued by the spread of extreme and absolute poverty and by emigration
to the city or abroad. The “resistance™ of Lebanese industry despite grave damage
during the war also demonstrates the many relative advantages it managed to preserve.
These advantages make of the industrial sector a very effective vehicle for achicving
cconomic growth and therefore increase job opportunities. Meanwhile, the GDP share




of workers in the services sector and of the sector {tself has been stable since before
the war, which suggests that itas refatively saturated and Iinvited as far as creating new
Job epportunitics s concernad,

n the face of such neads, the Hh-year plan allocated only L8 per cent for
agriculture and 3.4 per cent for indusiry of the USS 107 billion total inyestmen:
expeaditure, compared with 255 per cent for transport, o instance. This is explained
by the implicit reasoning of government palicy which Limits the rofe ot the
Government to the rehabilitation of infrastructure needed for economic grownth, w be
achieved, supposedly, through private investments. Despite the apparent neutrality of
this policy vis-a-vis sectors, it does not in fact, help achieve agricuttural and industrial
growth that requires some planning, intervention and support from the Government,
Furthermore, the policy of currency stabilization essentially based on absorbing
financial surpluses by raising interest rates deprived productive sectors of needed
banking facilities for growth and expansion.

Encouraging the establishment of small enterprises in order to expand the labour
marhet can be observed through the fow measures taken concerning lending in the first
place.  However, one cannot say that there are interrelated elements for a plan of
action in this field. Lending to small enterprises remains marginal and comes cither
lrom international organizations or agencies, or from the Ministry of Social Attairs,
whereas the banking scctor still lacks the guarantees and incentives for a lending policy
that benefits small and medinm enterprises.

On the level of vocational training (education and training) as a means of
empowerment against poverty and enhancing the ability of the poor 1o take productive
jobs that increase theie resources, the Government admits that there are shortcomings,
and for that reason it set up a ministry especiatly for that purpose. In addition, a
comprehensive study is under way on the requirements of the labour market and the
wiy to link it to the educational system, The most obvious shortcoming is the decline
in the number of cnrolled students in vocational training to 13 per cent of the total
number of students, while ideally this number should not fall below 20 per cent. Other
signs of imbalance include the domination of private cducation over governient
education in this ficld, failure of government education to catch up with the emerging
needs of the labour market, the unavailability of programmes designed to retrain
workers and professionals currently performing their military service and to determine
and remedy any shortcomings in their expertise.

One of the alternatives in the policy to combat poverty is the reduction of living
costs.  The gap between incomes and prices has increased dramatically during the
period of the war. Price increase was four times that of income in the almost total
abseuce of the disintegrated state.




After 1992, the Government managed to stabilize the currency and even to
improve the pound’s exchange rate and to reduce the inflation rate to around 12 per
cent. However, the social effects of these improvements are hinited, especially since
they did oot lead o a {all in basic and consumier prices. On the other hand. the
G();'cr11|11c11t took limited measures, such as exercising price control rom time to tine.
amidst disagreements between ministers as to the extent to which that violated the
principle of frec cconomy, in an atwosphere of monopoly and the absence of
competition in many cascs, the cstablishment of a public areanization for popular
markets intervention with bakery owners to prevent them from raising bread prices.
However, these measures did not prevent prices from remaining high, at Tevels gomng
back to the soaring inflation of the period before 1693

Concerning taxes and service pricing, it appears that the Government is not
seeking to include any social dimension in tax policy. This was clear especially after
the exclusion of the principle of tax escalation and the property tax, the application of
a standardized level of income and profit taxes and bringing them down below 10 per
cent, and greater reliance on indirect taxes and fees, which increased at incredible rates
in some cases. Prices of some services are also set much higher than their production
costs (electricity, for example) with the controversial aim of achieving a funding
surplus.

All this shows that the objective of tax policy is to increase the citizen's share
in financing the reconstruction plan and the treasury. By contrast, it reduces the
burden on high profit and income, with very large tax exemptions for giant companics
and the tourism sector, which in fact increases the gap between income and
expenditure for the majority of people.

Safety nets play a signilicant role in reducing the spread of poverty and dealing
with its effects. In this regard, the Government scems to renounce the concept of the
welfare State and to favour using immediate, circumstantial and temporary financial
or real transfers rather than establishing permanent transfer mechanisms entrusted with
an “empowerment” and “real development” role. The number of registered enterprises
in social security has decrcased from 32,000 in 1974 to 26,000 in 1992, while the
number of registered workers remained unchanged, although the size of the labour
force almost doubled during the same period.  As for additional wage compensation,
its actual value fell by 50 per cent between 1984 and 1992, End-of-service deposits
have eroded and their value fell, on average, from US$ 17,000 to US$ 4,700 daily.
Between 1988 and 1992 basic medical scrvices included in safety nets increased twice
as much as the general price index. The actual capacity of government hospitals
dropped to less than 20 per cent of their nominal capacity,



Similar trends are found in government education with a shrinking share in the
budget, the deterioration of its qualily, the increasing rates of failure and drop-outs and
the decline in enrolment rates.

All this leads o the conclusion that there exists a tendencey to reduce the role
of the Government in securing primary health care, basic education, transfers and
guarantees as the minimum requirements of life. This tendency is based on the idea
that strengthening economic growth will automatically iead to the improvement of
living standards, without the need for transfers, indemnitics, guarantees and
interventions. Such an idea has not proven valid in any of the countries that followed
policies inspired from it.
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