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WORD

The World Bank Group (WBG), United Nations (UN) and European Union (EU), in cooperation with civil
society, Lebanon's government and the international community, have developed this Reform, Recovery and
Reconstruction Framework (3RF). It provides a roadmap to operationalize the findings of the Rapid Damage
and Needs Assessment and other assessments and responds to the devastating explosion in the Port of Beirut.
Following the UN Flash Appeal and the immediate humanitarian response, it is now urgent to move forward to
ensure that people’s needs are addressed through a combination of people-centered recovery and reform.

When the explosion occurred, Lebanon already faced severe and entrenched challenges: a deep economic crisis,
increasing poverty and worsening food security, and a financial and social crisis, all exacerbated by the COVID-19
pandemic. Now social and economic conditions have deteriorated even further, and critical public services have
collapsed, intensifying the urgent and critical need for action.

Beyond human casualties and injuries, and widespread physical damages, the explosion has deepened a crisis of
trust stemming from the country’s persistent governance failures and inability to undertake essential reforms.
Lebanon must develop a new governance model, turning the crisis into an opportunity for restoring confidence
in state institutions and building back better. Foremost, this will mean that the government takes responsibility
for delivering recovery and reconstruction, while adopting a different approach working collaboratively with civil
society and the international community.

The response to the Port of Beirut explosion needs to harness the energy of all stakeholders in Lebanon.
Community-based local initiatives and nongovernmental organizations have been at the forefront of the
emergency response. Local organizations have also tapped the solidarity expressed by the country’s youth, who
continuetojoinin manyvolunteeractions. Indeed, Lebanon hasavibrant, diverse civilsociety, representinga wide
range of voices, many calling for better service delivery, key reforms, political accountability and transparency.
Civil society can help put the needs of people first and ensure that their voices are heard, that they participate in
policy and decision making and that they have equal opportunity.

The private sector must also play an important role, but it needs urgent support to recover from the multiple
shocks and a conducive environment. Above all, trust needs to be rebuilt in Lebanon. This will require Lebanon to
implement a comprehensive set of macroeconomic and governance reforms, as put forward by the international
community at the CEDRE conference in 2018 and reconfirmed in the roadmap of French President Macron.

The 3RF presents a set of sequenced, specific, and targeted reforms that support recovery and reconstruction
in key sectors in the short-term. Our organizations believe that reform needs to begin immediately, in parallel
with urgent people-centered recovery. International support for the reconstruction priorities outlined in the
3RF will depend on the government’s ability to demonstrate credible progress on reforms. The government
will also need to deliver on foundational macro-economic reform, including progress with the IMF for
macroeconomic stabilization, debt and financial sector restructuring, including on the forensic audit of the
central bank, banking sector reform, capital control, exchange rate unification, and defining a credible and
sustainable path to fiscal sustainability. Without progress on these reforms, meaningful mobilization of
private sector financing will not be possible or public sector loans (concessional or otherwise) for critical
reconstruction projects following the blast.



As part of the policy actions and reforms the 3RF sets out, we call upon the government of Lebanon to act upon
the following urgent measure to facilitate people-centered recovery and prepare the ground for reconstruction:

Immediate policy actions to facilitate and enable recovery:

>

Conductatransparentinvestigation withinareasonable timeframetoshed light onthe causes of the explosion,
with the support of Lebanon's international partners in terms of cooperation and expertise;

Help operationalizethe 3RF governancestructure bringingtogether government, civilsocietyand international
partners to enable inclusive dialogue and decision-making;

Ensure thatinsurance claims settlement and solvency monitoring are addressed, and initiate the development
of a Policyholder Protection scheme;

Prepare the 2021 budget and incorporate a strong program for social protection and inclusion; establish a
unified registry of social assistance programsand putin place grievance redress, verification and M&E systems;

Develop a strategy and guidelines on conservation and rehabilitation of historic buildings;

Develop an action plan for repair, rehabilitation and reconstruction of housing and buildings linked to the
wider urban recovery processes with a heritage and environmentally-sensitive approach, and support for
Housing, Land and Property (HLP) rights;

Adopt avision statement that lays out the port sector reform principles and reconstruction strategy including
on customs;

Establish clear institutional arrangements to manage hazardous materials and construction and demolition
waste.

Critical reforms to enable scaling-up reconstruction:

>

Strengthen the independence and effectiveness of the judiciary, implement the anti-corruption strategy and
fully staffand fund the National Human Rights Commission as well as the National Anti-corruption Institution,
while strengthening oversight roles and capacity of the Central Inspection and Court of Accounts.

Adopt the new Public Procurement Law and implement regulations and secondary legislation, including the
mandatory usage of revised Standard Bidding Documents. Formalize the Public Investment Management
legal and regulatory framework.

Enactand implement the long due insolvency and insolvency practitioners’ Law and Insurance Law. Enact the
draft competition law including reforms to exclusive agencies and adopt an Insurance Sector Restructuring
and Development Strategy.

Develop a plan to ensure financial sustainability of the NSSF and extend contributory benefits; reform NSSF
governance.

Finalize, approve and implement the Social Protection Strategy adopting a comprehensive, right-based
approach. Develop COVID-19 vaccine deployment strategy and operational plan.

Finalize and approve the new heritage law to protect the historic urban fabric, facilitate private sector
involvement in heritage rehabilitation and adaptive reuse, and support the productive use of these assets for
cultural and creative industries.

Enact a new port Law addressing the port authority's operations as well as customs, defining the respective
roles of the central government, the port authorities and commercial operators, as well as the relationships
between them in terms of duties, rights and responsibilities.

Implement Law 462 without amendments to establish and staff the Electricity Regulatory Authority (ERA);
and ensure transparency in public procurement in the electricity sector.

Ralph Tarraf Najat Rochdi Saroj Kumar Jha
Ambassador Deputy Special Coordinator for Lebanon Regional Director of
Head of the Delegation of the United Nations Resident and the Mashreq Department

European Union to Lebanon Humanitarian Coordinator The World Bank
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UTIVE SUMMARY

The framework for Reform, Recovery and Reconstruction (the 3RF) is part of a comprehensive response to the
massive explosion on the Port of Beirut on August 4, 2020. It is a people-centered, 18 months recovery and
reconstruction framework that bridges the immediate humanitarian response with medium-term recovery and
reconstruction efforts to put Lebanon on a path of sustainable development.

The 3RF recognizes that re-gaining the trust of the Lebanese people in governmental institutions is imperative
for successful recovery. To that end, government needs to assume responsibility and take urgent action to
promote recovery and reconstruction. Lebanon also needs to adopt a new governance model that breaks the
capture of political elites over state institutions and ensures these institutions serve people's needs and can
respond to the crises the country faces.

To promote a different way of working, the 3RF is designed as a collaborative process that is based on the
participation of the government, civil society, the private sector as well as development partners. It is also guided
by the overarching principles of transparency, accountability and inclusion.

The 3RF aims at assisting Lebanon to achieve three central goals in response to the Beirut port explosion: First,
a people-centered recovery that returns sustainable livelihoods to the affected population; improves social
justice for all, including women, the poor, and other vulnerable groups; and ensures participatory decision
making. Second, the reconstruction of critical assets, services, and infrastructure that provides equal access for
all to quality basic services and enables sustainable economic recovery. Third, the implementation of reform to
support reconstruction and to help restore peoples’ trust in governmentalinstitutions by improving governance.

The 3RF pursues two tracks in parallel:

> a people-centered recovery track (“track 1”), focusing on essential actions, such as policy measures,
investments, and institutional strengthening, to address urgent needs of the most vulnerable populations
and small businesses affected by the explosion. This people-centered support will largely rely on receiving
adequateinternational grant financing,and on clear progress on immediate policy action to facilitate recovery,
such as the adoption of appropriate actions plans and institutional measures.

> a reform and reconstruction track (“track 2"), focusing on critical reforms to address governance and
recovery challenges in Lebanon as well as investments that focus on the reconstruction of critical assets,
services and infrastructure. Progress on governance and socio-economic reforms are key prerequisites for
mobilizing international support for reconstruction beyond the recovery track, and unlocking new sources of
public and private finance.

The policy actions and reforms outlined in the 3RF are a subset of the wider CEDRE reform package and fully
aligned with the French roadmap from 3 September 2020. They offer critical confidence building signals as a pre-
requisite forenabling reconstruction and rebuilding trust,and complement urgent macro-economic stabilization
measures. Moreover, progress on an IMF program that would mobilize the urgently needed external financing
remains indispensable as a foundation for the 3RF reform and reconstruction track.

The 3RF is structured around four strategic pillars, i) improving governance and accountability, ii) jobs and
opportunities, iii) social protection, inclusion and culture, iv) improving services and infrastructure. Each pillar
identifies a set of strategic objectives and priority areas across both the recovery and reform and reconstruction
track:

Pillar 1: Improving governance and accountability. The objective is to promote the transparent, accountable
and inclusive governance of Lebanon’s economic and social resources, across three strategic priorities: public
financial management (PFM) and public procurement; 2) anti-corruption, integrity and transparency; 3) justice
and human rights. Key actions include, establishing enhanced fiduciary arrangements for recovery financing



and conducting rapid corruption risk assessments in key reconstruction sectors to prevent leakage and misuse
of funds while implementing the National Anti-Corruption Strategy. Beyond immediate recovery, governance
reforms are needed to enable the government to better manage public and external funds and strengthen
institutions that help optimize PFM and public procurement. With rights in jeopardy and calls for increased
accountability, the onus is on Lebanon'’s justice institutions to deliver services in a more independent, effective,
accountable, and accessible manner.

Pillar 2: Jobs and opportunities. The objective is to restore economic opportunities and livelihoods in the
immediate term and to revamp business activity in the short term, across three strategic priorities: 1) restoring
business activities and preserving jobs, 2) strengthening the insurance sector and digital financial services, and
3) expediting urgent business environment reforms. Key actions in the recovery phase include launching short-
term employment programs and a business recovery program targeting micro, small, and medium enterprises
(with special attention to women and youth), and supporting the insurance sector to address the impact of
the explosion and protect the most vulnerable retail clients. To build back better, the government will have to
prioritize reforms that facilitate and reduce the cost of doing business while fostering competition. It will also
need to adopt a strategy to place the insurance sector on a better structural footing and promote the uptake of
digital financial services by putting in place the basic regulatory enablers.

Pillar 3: Social protection, inclusion and culture. The objective is to prevent the deterioration of people's well-
being, dignity and safety across three priority areas: 1) strengthening social protection; 2) fostering social
inclusion and cohesion; 3) Protecting and recovering culture and national heritage as well as related livelihoods.
Key recovery actions include scaling-up social assistance systems and programs with a focus on economically
vulnerable individuals; supporting the capacity of and equitable access to protection and social welfare services
for marginalized groups; and implementation of immediate conservation and safeguarding to avoid loss of
cultural assets. Key actions for reconstruction include supporting government to establish the foundations of a
social assistance system by providing cash transfers at scale to extremely poor households, and by introducing
social grants to address life cycle vulnerabilities; building the capacity of institutions and civil society to restore
community-state relations, reduce community tensions, support victims' rights and reparations, and protect
marginalized groups; and, rehabilitating and repairing cultural heritage assets.

Pillar 4 Improving services and infrastructure. The objective is to reform the governance of the port, rebuild the
port and critical housing, and restore key public and urban services in a sustainable and resilient manner across
four sectors: housing; port; urban services (electricity, municipal services, and environment); and public services
(health, education, and water). Key recovery actions include adopting strategies and action plans for housing and
green urban recovery; ensuring cargo processing at the ports for continuity of supply chains and food security,
clearing rubble and debris inside and outside the port; facilitating and repairing partially destroyed housing and
urban infrastructure as well as restoring services, with a focus on the vulnerable. Additional priority actions are
needed to scale up recovery and reconstruction in the medium to long term. These include conducting detailed
damage assessments of damaged public service infrastructure; formulating policy frameworks and adopting
or ratifying laws and strategies to create an enabling environment for reconstruction and leveraging private
investment (e.g. in the port, housing or environment sector); reconstruction of housing, historic buildings,
and infrastructure to restore services for the poor and vulnerable; and upgrading of affected and vulnerable
neighbourhoods.

Successful implementation of the 3RF will rely on a new partnership and inclusive institutional arrangements
that bring together the government — including strong inter-ministerial coordination —, international partners,
civil society, and the private sector. A Consultative Group with the mentioned actors will serve as a platform for
overarching strategic guidance, high-level policy dialogue and coordination. It will enable coherence and aid
effectiveness across stakeholders and financing instruments and facilitate the linkages between the political
process and humanitarian and development activities to support an integrated approach to 3RF activities.
Existing pillar or Sector Working Groups would be leveraged to promote coordination across programs and
sectors. A dedicated Technical Team and Secretariat will support technical coordination and arrangements
for monitoring and oversight. A civil-society-led independent oversight body will ensure strong monitoring,
transparency, and mutual accountability.

The priority needs of the people-centered recovery track amount to $584 million, of which $426 million are
needed for the first year. The costs for the reform and reconstruction track are estimated at $2 billion (Table
1). The widespread damages and large reconstruction needs will require mobilizing a mix of public and private
resources through public-private partnerships. However, the government's collapse of revenue and inability



to borrow significantly reduces its ability to finance recovery and reconstruction in the short-term. Moreover,
the financial and banking crisis accompanied by high levels of political instability and social unrest limit the
potential for mobilizing private sector finance — at least in the short-term, and without guarantees to “de-risk”
private investments.

TABLE 1: 3RF PRIORITY COSTS PER PILLAR

Track 1: Track 2:
People-Centered Recovery (5)  Reforms and Reconstruction ($)
Pillar 1: Improving Governance and 4,750,000 4,325,000
Accountability
Pillar 2: Jobs and Economic 97,750,000 196,825,000
Opportunities
Pillar 3: Social Protection, Inclusion and 174,800,000 1,018,330,000
Culture
Pillar 4: Improving Services and 306,870,000 781,888,612
Infrastructure
TOTAL 584,170,000 2,001,368,612

In this environment, the 3RF envisages a two-phase financing strategy for recovery and reconstruction building
on on-going humanitarian assistance and the in-kind support mobilized by the Lebanese people. In the short-
term, international grant financing will be required to kick-start recovery and support urgent needs while
advancing on necessary reforms in parallel. Once progress on critical reforms and macro-economic stabilization
has been made, concessional loans and private finance can support reconstruction and help set Lebanon on a
path towards stability, growth, and sustainable development.

To support the recovery track and prepare for reconstruction, a Financing Facility will be set up to pooland align
grant financing behind the 3RF, under the strategic guidance of the 3RF governance arrangements. This will
strengthen coherence and coordination of efforts. The Fund will channel support directly to Lebanese people
and businesses impacted by the explosion through a variety of flexible, non-governmental implementation
modalities combined with strong fiduciary monitoring and oversight.
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On August 4,2020, the Port of Beirut was the site of a massive explosion that killed around 200 people, wounded
more than 6,000, and displaced more than 300,000 residents in surrounding areas.

In the aftermath of the explosion, the World Bank Group, in cooperation with the European Union and the
United Nations and other partners, launched a Rapid Damage and Needs Assessment (RDNA) to inform a reform,
recovery, and reconstruction framework (3RF) to address short- and medium-term needs. The damages and
losses are significant: Damages are estimated at $3.8-4.6 billion, with housing and culture sectors most severely
affected, losses at $2.9-3.5 billion, with housing being the most hit followed by transport and port, and culture
and needs are estimated as $1.8 billion to $2.2 billion, with needs highest in the transport and port sector,
followed by culture and housing (Box 1). At least 5,000 formal business facilities have been damaged and need
urgent financial assistance.

BOX 1: ASSESSING THE DAMAGES AND NEEDS OF THE BEIRUT EXPLOSION

The World Bank, in cooperation with the UN and EU, undertook a Rapid Damage and Needs Assessment
(RDNA) that estimates the public sector reconstruction and recovery needs for one year at $2.0 billion.
It estimated $678.3 million is needed in the immediate term and $1.3 billion in the short term. More
specifically, the RDNA estimated $2.3 billion damages and $241.8 million immediate and short-term needs
for recovery and reconstruction in the housing sector. Culture and health have estimated damages of $1.2
billion and $115 million respectively and immediate and short-term estimated recovery needs of $281
million and $70.0 million respectively. Among the productive sectors, damages to tourism, and commerce
and industry, are $205 million and $125 million respectively and exhibit the highest immediate and short-
term recovery and reconstruction needs, totaling $188.9 million and $183.5 million, respectively. Transport
and port tops infrastructure sectors, with estimated damages of $345 million and immediate and short-
term needs amounting to $470.6 million. The estimated damages of the governance sector are $80 million
and immediate and short-term needs for the recovery and reconstruction estimated at $197.8 million.

The overall objective of the 3RF is to help address the urgent needs of the affected population and ensure that
results are delivered through an efficient, timely, and well-coordinated recovery and reconstruction effort, with
the involvement of all stakeholders and support from the international community. Stakeholder engagement
in the 3RF's design has been essential, both to respond effectively to the impact of this shock on all levels
of society and to create space for meaningful participation in the planning, implementation, and oversight of
reform, recovery and reconstruction efforts.

The 3RF structure is based on international good practices. It includes (a) the definition of strategic pillars and
objectives for reform, recovery, and reconstruction; (b) the identification of policy reforms and investment
priorities; (c) institutional and implementation arrangements; (d) a financing strategy; and (e) a framework for
effective and efficient monitoring and accountability.

The3RFisalso designedto contribute to (a) consensus-buildingamongthe government of Lebanon and Lebanese
non-state actors on the required enabling policy environment and on recovery and reconstruction priorities;
(b) an agreed reconstruction and recovery framework between Lebanese society and development partners;
(c) a programmatic and integrated approach across all sectors; (d) harmonized financing that aligns with the
framework; and (e) a gradual transition from humanitarian response to recovery and reconstruction.
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The Port of Beirut explosion has exacerbated the impact of Lebanon’s pre-existing crisis. Lebanon’s economic
crisis has been in the making for several years. It stems from longstanding structural fiscal and external account
imbalancesand an overvalued currency, all sustained through sovereign debt issuance and financed by expatriate
deposits. The long duration of the imbalances contributed to oversized bank balance sheets that had extensive
exposure to Government and BdL debt. The sudden stop in capital inflows during 2019 precipitated informal
capital account restrictions in the banking sector, depreciation of the exchange rate and the creation of multiple
exchange rates, and a default on national debt obligations on March 7,2020, prompting the country’s first-ever
sovereign default. On March 18, 2020, the government imposed a lockdown to counter the spread of COVID-19;
this included the closure of borders (airport, sea, and land) and of public and private institutions, exacerbating
an already severe economic recession. Compounding these crises, the explosion on August 4,2020, destroyed not
only the country’s largest port but severely damaged the dense residential and commercial areas within a 2-mile
radius. Combined, the economic harm of these crises has destroyed physical and financial capital, slashed the
purchasing power of wages and pensions, and deepened the country’'s already significant poverty and inequality.

The economy is in double digit contraction. With little domestic production in what is a highly dollarized
economy, the sudden stop in capital flows led to a shortage of U.S. dollars which came to stifle trade and disrupt
supply chains in virtually every sector. While the economy had already contracted by 1.9 and 6.7 percent of GDP
in 2018 and 2019, 2020 will be the third consecutive annual contraction projected at around 20 percent of GDP,
amid deteriorating economic indicators. Moreover, multiple exchange rates emerged, with the Lebanese Lira
trading at a discount of as much as 80 percent on the black market amid heavy fluctuations

The explosion further exacerbated socio-economic hardship, undermined trust in governmental institutions,
andincreased existing pressures for emigration. Even before the explosion, the fallout of the economic crisisand
the pandemic had led to a significant increase in poverty and were shrinking the middle class. Recent projections
estimate that poverty rates have surged from 28 percent in 2019 to 55.3 percent in 2020, bringing the total
number of poor Lebanese to about 2.7 million." Such socioeconomic deprivation has impacted the relationship
between people and the state. While trust in governmental institutions has been declining for several years,’ the
inadequate management of the impact of the explosion, combined with the economic crisis, has undermined
trust even further. Inarecent survey conducted by the World Bank among victims of the blast, the overwhelming
majority of respondents report having “no trust at all” in political parties, the Council for Development and
Reconstruction, or municipalities’ These developments increase pressures for emigration, especially among the
middle class who represent much of the country’s human capital.

Weak governance is both a root cause and major impediment to effective management of today’s crises.
Lebanon’'s system of confessional governance has led to entrenched corruption and elite capture of state
institutions, which undermine the governments’ capacity to respond to the crises the country faces. As outlined
in the World Bank Group’s Systematic Country Diagnosis in 2016, Lebanon’s political leaders leverage the
country's system of sectarian governance as a “veil” to advance their own interests at the expense of society at
large. Deteriorating public governance,” compounded by limited fiscal space and the impact of the Syrian crisis,
has led to severe deterioration in the delivery of public services and the quality of infrastructure in virtually all
sectors. Pervasive political gridlock has so far prevented the swift formulation of policies and reform agendas to
ameliorate the fallout of the compounded crises.

Lebanon'’s fragility and entrenched governance challenges impose risks for the country’s stability. Chronic
political divergence among elites exacerbates the endemic political instability of the executive and prevents

1 Income headcount poverty rates based on upper poverty line of $14 income per day and lower poverty line of $8.5 per day.
For the lower poverty line, the corresponding increase is from 8.2 percent to 23.2 percent, bringing the total number of poor
Lebanese to 1.1 million for the lower poverty line and 2.7 million for the upper one. Source: Fakih, Ali, Makdissi, Paul, Marrouch,
Walid, Tabri, Rami V., Yazbeck, Myra, “Confidence in Public Institutionsand the Run up to the October2019 Uprisingin Lebanon,”
Working Paper, 2020.

2 Khalid Abu-Ismail and Vladimir Hlasny, “Wealth Distribution and Poverty Impact of COVID-19 in Lebanon” UN ESCWA, Policy
Brief, Beirut, 2020.

3 Ranking on a5 point scale, where 1 = "no trust at all” and 5= “complete trust”. Average score was 1.2 for political parties, 1.5
for CDR and 1.7 for municipalities. Survey not strictly representative due to its design. Source: World Bank, “Beirut Residents’
Perceptions on August 4th Events” http://documentsl.worldbank.org/curated/en/899121600677984471/pdf/Beirut-
Residents-Perspectives-on-August-4-Blast-Findings-from-a-Needs-and-Perception-Survey.pdf

4 The World Governance Indicators have dropped in almost all aspects of governance quality since 2005, including the control of
corruption (from -0.53 to -1.11in 2018) and government effectiveness (-0.19 to -0.64).


http://documents1.worldbank.org/curated/en/899121600677984471/pdf/Beirut-Residents-Perspectives-on-August-4-Blast-Findings-from-a-Needs-and-Perception-Survey.pdf
http://documents1.worldbank.org/curated/en/899121600677984471/pdf/Beirut-Residents-Perspectives-on-August-4-Blast-Findings-from-a-Needs-and-Perception-Survey.pdf

swift policy responses. Declining household incomes reinforce both economic grievances as well as dependence
on clientelist networks, as sectarian service providers take over the provisioning of essential services. At the
same time, the prevailing decentralization framework limits local actors from providing public goods and
services, further increasing the risk of sectarian capture of investments into any kind of public infrastructure.
The rise in poverty and high levels of unemployment affect the general security environment through increases
in organized and petty crime, while an ongoing securitization of social life incites various other forms of violence,
including infringements on freedom of the press and the repression of protests. Perilous, irregular migratory
movements from Lebanon by sea, primarily by Syrian refugees who are unable to meet their survival needs in
Lebanon, reflect rapidly rising socio-economic stress and distrust in the country’s future.

Financial assistance will be insufficient to exit these crises without an ambitious agenda of structural
reforms. Large amounts of foreign financing will be needed to restore confidence in the financial system,
support social stability, and meet public and private needs for recovery and investment. However, given the
multitude of risks involved, such assistance must be managed carefully to avoid perpetuating the underlying
structural deficiencies that gave rise to the crises in the first place. Access to foreign assistance will require
strong accountability mechanisms to ensure the transparent, efficient, and equitable use of resources. Such
mechanisms can support the swift implementation of an agenda of structural reforms with clear priorities,
commitments, and public oversight. Without such a reform agenda, Lebanon cannot overcome the confidence
gap and the risks to its social stability. The alternative would be nothing short of a humanitarian catastrophe for
Lebanon's people, including the close to 900,000 refugees estimated® in the country.

5 Thisestimate representsthe number of registered refugees with the United Nations High Commissioner for Refugees (UNHCR)
as of 31 August 2020. It is important to note that UNHCR registration of Syrian refugees in Lebanon has been suspended
since May 2015 through a decision by the Government of Lebanon. Source: https://www.unhcr.org/lb/wp-content/uploads/
sites/16/2020/09/UNHCR-Lebanon-0perational-Fact-Sheet-Sep-2020.pdf


https://www.unhcr.org/lb/wp-content/uploads/sites/16/2020/09/UNHCR-Lebanon-Operational-Fact-Sheet-Sep-2020.pdf
https://www.unhcr.org/lb/wp-content/uploads/sites/16/2020/09/UNHCR-Lebanon-Operational-Fact-Sheet-Sep-2020.pdf
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| PURPOSE, GOALS AND SCOPE

The 3RF response to the Beirut port disaster focuses on people-centered recovery, and on preparing the ground
forreconstruction in the medium term. It builds on the identified needs and recommendations in the RDNA and
assessments by other stakeholders, such as government and humanitarian actors, to create a coherent approach
across both ongoing and planned humanitarian and development programs. The 3RF thus provides a roadmap to
act on the findings from the RDNA and other assessments and sets the stage for a comprehensive, short-term
program of reform, recovery, and reconstruction.

The 3RF aims to assist Lebanon in achieving three central goals in response to the Beirut port explosion:

> People-centered recovery that returns sustainable livelihoods to the affected population; improves social
justice for all, including women, the poor, and other vulnerable groups; and ensures participatory decision
making.

> Reconstruction of critical assets, services, and infrastructure that provides equal access for all to quality
basic services and enables sustainable economic recovery.

> Reform that helps restore people's trust, improve governance, and harness conditions for reconstruction
based on an inclusive approach.

The 3RF covers an 18-month period and is part of a comprehensive response by the international community,
bridging from emergency relief and humanitarian action toward medium-term reconstruction. It is also part of
a wider dialogue between the international community and the government on macroeconomic stabilization,
including discussions at the 2018 CEDRE conference (Conférence économique pour le développement, par les
réformes et avec les entreprises).

The 3RF will pursue two parallel tracks: a people-centered recovery track, and a reform and reconstruction track.
However, these tracks are not necessarily sequential and can be undertaken in parallel. This is because reforms
will need to be carried out in parallel with immediate people-centered support to prepare for reconstruction (Box
2). The people-centered recovery track links with ongoing humanitarian action, notably early recovery activities
that are part of the UN Flash Appeal. This helps ensure humanitarian-development coherence.

BOX 2: THE 3RF ROADMAP
People-centered recovery

The 3RF recovery track focuses on essential actions — policy measures, programs, investments, and
institutional strengthening — to address urgent needs of vulnerable individuals and groups, including
women and poor households, and small businesses affected by the explosion. This people-centered
support will largely rely on receiving adequate international grant financing, and on clear progress on
immediate policy action to facilitate recovery, such as the adoption of appropriate actions plans and
institutional measures.

Reforms and reconstruction

Critical reforms to address governance and recovery challenges will need to be carried out in parallel
with the people-centered recovery. These are key prerequisites for mobilizing international support for
reconstruction beyond the recovery track, and unlocking new sources of public and private finance. The
reforms discussed here align with other related plans, including CEDRE. Investments and programming
that focus on reconstruction will be delivered once there has been sufficient progress on reforms, thereby
unlocking new sources of public and private finance.

The 3RF process, including the preparation of the pillar and sector plans, has engaged all stakeholders and will
continue to do so. Broad-based stakeholder consultations are essential to respond effectively to the impact
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of the explosion at all levels of society and in all sectors of the economy, and to effectively reflect the needs,
interests, and priorities of the affected communities and sectors.

STRATEGIC PILLARS
AND OBJECTIVES

The 3RF is structured around four strategic pillars, each of which identifies a limited set of priorities across
both the recovery track and the reform and reconstruction track. These priorities are based on detailed sectoral
assessments in 17 sectors that were affected by the Beirut port explosion (Figure 1). Each sector is anchored in
one of the pillars; cross-sector aspects are considered and prioritized in relevant sectors and pillars, with a view
to ensuring coherence in the overall response.

FIGURE 1: THE 3RF STRUCTURE
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The 3RF sectoral priorities and interventions are prioritized based on their contributions to the relevant strategic
objective of the pillar and four prioritization criteria: i) people-centered, addressing needs of and giving voice
to vulnerable individuals and groups, including women and poor households; ii) coherence and integration,
building on ongoing initiatives by humanitarian actors, civil society, and people’s own efforts, and demonstrating
coordination and linkages with existing processes; iii) quick wins, actions ready for implementation and expected
to have tangible results before December 31,2027, and iv) people’s trust and engagement, support helping shape
a new social contract between citizens and the state and promoting civil society engagement.



21

Foreachsectoral priority, the pillar plans coverthree main components: reformsand policy priorities; investments
and programs; and sector institutional arrangements and governance. Wherever relevant, linkages across pillars
and sectors are indicated. The pillar plans focus on priority sector reforms, but also cover wider reforms that
are essential — and often an important prerequisite — to achieving recovery and pillar objectives. The pillars
further include priority sector institutional arrangements and governance, as reinforcement and development
of national capacity is essential for a successful recovery.

The pillars include prioritized interventions that realistically can be achieved in the next 18 months, i.e. in 2021
and in the first half of 2022, as well as actions that can be initiated by 2022 but may need more time to be
achieved. The latter includes, in particular, major investments and reforms.

GUIDING
PRINCIPLES

The 3RF process is based on a set of core guiding principles. These principles guide the development of the
recovery strategy, sector/pillar recovery planning, prioritization, implementation, program management,
monitoring of results, and risk management. Based on universal principles as well as international good practices
and lessons learned from similar country contexts, the 3RF proposes the following principles, which should be
applied consistently throughout Beirut's recovery and reconstruction process:

> Integrated and participatory approach — Promoteintegrated and harmonized strategies, plans,and programs
for recovery and reconstruction, explicitly linked to reforms and owned by all stakeholders. The approach
must be flexible and adaptive to address national and local development priorities. It needs to engage all
stakeholders and empower communities, including local actors and businesses, and create space for their
meaningful participation in the recovery process.

> Inclusion and leaving no one behind — Ensure pro-poor recovery that prioritizes the needs and human rights
of vulnerable individuals and groups, including the socioeconomically disadvantaged, and that guarantees
accessible and affordable services, programs, and resources for all without discrimination.

> Gender equality and women’'s empowerment — Promote women's meaningful and active participation in
planning and decision making to ensure an inclusive recovery. Cover the needs, interests, and priorities of
both women and men to ensure gender-sensitive programming and service delivery; support gender-sensitive
policies and address gender gaps.

> Conflict sensitivity and “do no harm” — Understand the national and local operating environment, including
causes of tension and division that could generate conflict; act to mitigate these issues with a view to
enhancing social cohesion.

> Transparency and accountability, including anti-corruption — Promote the integration and mainstreaming
of these concerns in recovery planning, programming, and implementation by strengthening the role of
oversight, human rights, and rule-of-law institutions. Promote social accountability and the role of civil
society; strengthen business integrity; and harness the benefits of technology and innovation in enhancing
transparency and openness.

> Sustainable livelihoods — Promote an inclusive, sustainable economic and business recovery; contribute to
the economic revitalization of affected communities and the development of an efficient private sector.

> Build back better, greener, and smarter — Build on existing initiatives; employ elements of right sizing, right
siting, structural improvements to infrastructure, climate change adaptation, climate smart practices, and
greening. Thinking out of the box, use non-traditional approaches to pilot, innovate, and experiment.

> Maximize subsidiarity — Foster decentralized implementation with adequate checks and balances; use
bottom-up approaches for recovery and reconstruction in line with the priorities of individuals, communities,
and local institutions.
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> Coherence and coordination — Ensure effective coordination between different levels of government and
the range of other stakeholders; develop and maintain a clear interface with existing humanitarian and
coordination mechanisms.

> Two-way communication and grassroots outreach — Promote clear, transparent two-way communication
and grassroots outreach to ensure adequate public awareness and knowledge of the recovery program and to
manage people's expectations effectively.
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The Port of Beirut explosion had nationwide despite the explosion’s narrow geographical concentration. The
RDNA estimated that the explosion will cause (i) up to 0.4 and 0.6 percentage point declines in the growth
of real GDP in 2020 and 2021, respectively, due to losses in physical capital; and (ii) import constraints could
further subtract up to 0.4 and 1.3 percentage points, respectively, from growth in 2020 and 2021. Moreover, to
the extent that entry and exit from the port are constrained, external trade transaction costs will rise. This will
push up the cost of imports, and hence domestic inflation, further impoverishing the Lebanese people, who were
already facing very high inflation. On the other hand, the event may reduce the current account deficit, owing to
a combination of an improved trade balance and higher remittances.

The post-explosion macroeconomic environment is subject to large-scale imbalances and deteriorating
trends. The economy requires significant external support to bring about stabilization, and could benefit
from strong support from the IMF and other IFls. Fiscal, monetary, financial, and exchange rate policies are
continuing to fuel high inflation and currency depreciation, which will prolong and deepen the recession and
further undermine confidence. Table [x] in the Annex provides details of the macroeconomic aggregates. Urgent
actionisneeded to arrest the sources of the deficits, the depreciation of the lira,and the loss of external reserves.
Four areas for macroeconomic policy need attention: monetary stabilization, public debt restructuring, financial
sector restructuring, and fiscal deficit reduction.

ELEMENT 1. MONETARY
STABILIZATION

The depletion of reserves and the distortions and inefficiencies in the foreign exchange market require
stopgap measures as well as a new monetary policy framework. Ongoing exchange rate policies and efforts to
ration foreign exchange have created market distortions, including a multiple exchange rate system, and have
exacerbated the currency’s disorderly devaluation. Moreover, the current approach can stifle trade finance and
corporate finance in the highly dollarized economy. Resolving these issues requires: (1) introducing a capital
controls law that ensures equal depositor treatment; (2) unifying exchange markets, to increase pricing efficiency
and incentivize participation; and (3) establishing a transparent exchange rate policy and a monetary policy
framework (encompassing monetization limits) that are consistent with today's macroeconomic fundamentals.
Aligning these reforms to fundamentals demands accurate knowledge of available foreign currency reserves,
which can be achieved through an independent audit of Banque du Liban, the central bank.

ELEMENT 2: PUBLIC DEBT
RESTRUCTURING

Restructuring public sector debt in a timely manner is critical to the economy’s medium- to long-term
recovery. Reducing debt to a sustainable level is necessary to gain back prospects for market access and to
address the economy'’s financing limitations. This requires negotiating with creditors (domestic and external)
overamedium-term debt plan, based on a solid macroeconomic framework, to restore public debt sustainability.
It entails (1) establishing a temporary debt management and restructuring body; (2) drafting a macroeconomic
and debt sustainability framework; (3) agreeing on external and domestic debt restructuring plans and on losses
with creditors, subject to equitable burden sharing; and (4) restructuring public debt to create fiscal space.
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ELEMENT 3: FINANCIAL
SECTOR RESTRUCTURING

Lebanon’s banking and insurance sectors need to address their worsening balance sheets and portfolios to
play an active role in economic recovery. Restoring the functioning of the banking sector is critical to lay the
foundations for economic recovery. The fundamental restructuring of the banking system (Banque du Liban and
banks) is imperative to resolve the financial crisis and pave the way to recovery. Improving the frameworks for
insolvency and out-of-court workouts could help resolve the widespread corporate distress and non-performing
loans in the banking sector while facilitating the economy’s ultimate recovery. Authorities need to (1) develop a
bank restructuring plan, with full recognition of losses and equitable burden sharing; (2) establish an effective
bank resolution framework; (3) develop an out-of-court workout framework; and (4) restructure Banque du
Liban's balance sheet, given the intertwined balance sheets of the government, commercial banks, and the
central bank.

ELEMENT 4: FISCAL DEFICIT
REDUCTION

A credible and sustainable path to fiscal sustainability needs to introduce efficiencies in public spending and
revenue collection,as wellas create fiscal space foranadequate social protection scheme. Lebanon’s challenge
has been its inefficient and inequitable composition of overall spending, and the lack of sustained, incremental
efforts to obtain a primary surplus. Adhering to a sizable fiscal adjustment based on the macroeconomic and
debt sustainability framework negotiated with debt holders will be vital to achieving macroeconomic targets
and creating space for sufficient social protection in the country. Reforms should include: (1) adjusting the 2020
budget and preparing the 2021 budget on time as part of a sustainable fiscal framework, with clear visibility
into 2022; (2) comprehensive tax reform, taking into account economic incentives as well as fiscal objectives;
(3) reducing transfers to the national utility, Electricité du Liban; (4) addressing SOEs’ revenue/dividend transfer
frameworks and cash management hurdles; (5) public pension system reform; (6) subsidy reform; and (7) a
review of the civil service by an independent international institution.

| LINKAGES TO THE 3RF

Reforms are essential to remove constraints on reconstruction and improve macroeconomic conditions. The
four pillars of the 3RF outline reform packages for public sector governance and accountability, the business
environment, social cohesion and inclusion, and services and infrastructure. In parallel to macroeconomic
stabilization and foundational measures to develop the financial sector, governance and accountability reforms
need to confront the primary sources of corruption and mismanagement in the public sector. This can begin
to restore the credibility of the Lebanese state, as well as encourage private investment in all sectors of the
economy. Given the drain that public utilities have placed on the budget, reforms need to limit the quasi-fiscal
deficits of state-owned enterprises, strengthen management, and encourage private investment. Lebanon will
also need to set foundations for a level playing field and a lower regulatory burden.
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RATIONALE AND
STRATEGIC OBJECTIVE

Lebanon suffers from a deep governance deficit, which manifestsitselfin many ways. The tragicand destructive
explosions at the Beirut port are only the most recent example. The country’s confessional governance system
creates this deficit by masking systemic elite capture and enabling widespread corruption.® The lack of effective
governance promotes a system characterized by weak public financial management and public procurement,
outdated and ineffective institutional arrangements for control and audit, the lack of an independent judiciary
capable of upholding the rule of law or effectively implementing key laws, and ineffective (or non-existent)
delivery of public services. These governance deficits prompted nationwide public protests beginning October
17,2019. Among other concerns, protesters demanded an overhaul of the political system; stronger transparency
and accountability in the management of public funds and affairs; and accountability for past corruption, with
effective effortstorecovertheill-gotten proceeds of that corruption. Lebanon’s civil society and its international
partners have raised concerns that pervasive corruption as well as gaps in transparency and integrity will
undermine the reform, recovery, and reconstruction efforts that are needed in the aftermath of the Beirut
explosions — as well as efforts to respond effectively to the country’s financial and socio-economic crises.

The strategic objective of the Governance Pillar is to promote the transparent, accountable, and inclusive
governance of Lebanon’s economic and social resources during reform, recovery, and reconstruction. The
reforms described here are the most critically needed to restore trust in the state and to establish a transparent,
accountable, and inclusive framework for Beirut's reconstruction and, more broadly, the country’s recovery from
its financial and socioeconomic crises. They also respond to nationwide calls by the Lebanese people to actively
engage them in developing and monitoring the reconstruction and recovery process and to hold political and
government officials accountable for their decisions and actions. As such, they will contribute to the long-term
process of renewing and strengthening the social contract.

To achieve this objective, the pillar identifies three strategic priority areas: public financial management (PFM)
and public procurement; anti-corruption, integrity, and transparency; and justice and human rights. For each
of these areas, the next section describes key priority reforms or policy changes, investments, programs, and
other actions for institutional and organizational strengthening.

OVERVIEW OF
SECTOR CONTEXT

In the upcoming reconstruction and recovery, the government of Lebanon should make the crucial, strategic
choice to strengthen its PFM and public procurement systems. PFM and public procurement are governed
by the 1963 Public Accounting Law and other decrees. The law is outdated, incoherent, and poorly aligned
with key principles of sound PFM and modern public procurement. The loopholes and inconsistencies in the
existing legal framework result in unproductive spending as well as significant and widespread fiscal leakages,
undermining value-for-money in the country’s procurement. For a prolonged period between 2005 and 2016,
the budget process was in disarray, with fiscal transparency deteriorating; and this was a main contributor to
today’s crisis. During the period, spending and revenue collection used an improvised approach, characterized by
lack of adequate oversight and accountability, particularly over extra-budgetary entities that receive significant
government funding. These practices helped entrench a culture of non-transparency and political capture of
fiscal policy, creating room for inefficiencies in the use of public resources as well as for corruption. In parallel,
public oversight institutions are almost idle today; both internal control and audit functions are nearly absent in
the public sector, increasing the risk of misuse and mismanagement of public funds, notably during the budget
execution process. The country also lacks an independent mechanism for handling procurement complaints and

6 Le Borgne, Eric, and Jacob, Thomas (2016), Promoting Poverty Reduction and Shared Prosperity: A Systematic Country
Diagnostic, World Bank Group, Report No. 103201, January 2016.
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a public procurement regulatory body; both of these are required for transparent and accountable spending of
public funds.

An effective reform, recovery, and reconstruction program requires a concerted effort to combat Lebanon’s
pervasive corruption, greatly expand the transparent operation of the public administration, and build back
the public’s trust in the country’s government and public institutions. Prior to the Beirut explosion, Lebanon
was witnessing the emergence of a nationwide consensus that systemic and widespread corruption has drained
the state’s treasury, crippled the effectiveness of its institutions, and blocked meaningful reforms. Successive
governments have not officiallyarticulated or pursuedacomprehensive reform plan dedicated toanti-corruption,
integrity, and transparency. As a result, corruption has become deeply intertwined with the foundations of the
political establishment and central to its survival. More recently, governments have taken steps that provide
solid bases for concrete and measurable action on anti-corruption, integrity, and transparency. These include
adoption of the Access to Information Law (2017), the Whistle-Blower Protection Law (2018), and the National
Anti-Corruption Institution Law (2020), as well as Cabinet endorsement of Lebanon’s first-ever National Anti-
Corruption Strategy 2020-2025. Despite this progress, major breakthroughs remain elusive. These require
effectively implemented changes along with stronger support and more consistent engagement by political
actors and government institutions along with civil society, the private sector, and the international community.

Recently therearealso callsto promote integrity in political life through afocus on parliamentary development
and electoral reform in the run-up to the 2022 general elections. These calls highlight the urgency of tackling
the negative impact of confessionalism on Lebanon's political life and of reforming to enhance proportional
and fair representation, including for women, youth and persons with disabilities, all while strengthening the
Parliament's capacity to exercise its oversight function and engage more effectively with the public. In addition,
improving trust in the government will require more evidence-based policies, transparent decision making, and
stronger intra-government coordination.

Building on the sense of urgency shared by many Lebanese, swift and decisive reform, coupled with recovery,
will be necessary to promote and protect human rights, particularly for the most vulnerable, and to lay
the groundwork for a more independent, effective, accountable, and accessible justice system. The August
4 explosions put a spotlight on the many vulnerabilities that exist in Lebanon and have further exacerbated
them. Large segments of the population are increasingly unable to realize their basic rights to food, health,
water and sanitation, education, decent work, and housing. The country’s legal and administrative framework in
many instances discriminates and further marginalizes the vulnerable. Numerous groups routinely face biases,
exclusion, or mistreatment on the basis of one or more aspects of their identity, such as gender, nationality,
ethnicity, age, class, disability, sexual orientation, or religion.” Gender inequalities in Lebanon are pervasive and
structural. Vulnerable individuals and groups have an unmet demand for legal aid services, as the country lacks
a publicly funded legal aid system. This is especially true in areas affected by the explosions, where the risk of
rights violations is high among vulnerable individuals and groups, including women, children, youth, LGBTIQ,
people with disabilities, the elderly, refugees, and migrant workers.

Lebanon'’s judiciary continues to face challenges to its integrity and independence. Judicial oversight is limited,
with considerable risk of political interference. The justice system'’s efficiency continues to be affected by the
prevalence of a paper-based management system, the length of proceedings, a high rate of pending cases, a
large number of appeals, and an insufficient number of judges allocated to courts. The judiciary remains
subject to executive authority in key areas such as appointment, promotion, and transfer of judges. It also lacks
financial independence and has significant financial and human resource constraints. While physical damage
to justice and security institutions appears to be limited, the judicial system was already partly affected by
rundown infrastructure and inefficient procedures. In addition, mechanisms for oversight of human rights, both
institutionalandsocietal, needto bestrengthened to ensure better monitoring, transparency,and accountability.

7 UNDP Lebanon, Leave no one behind: For an inclusive and just recovery process in post-blast Beirut, August 2020
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| PEOPLE-CENTERED RECOVERY

Recovery efforts will require immediate action on a number of governance activities across the three strategic
priorities. Enhanced fiduciary arrangements for recovery financing, with a focus on transparency, accountability,
and civil society inclusion, should be part of the institutionalarrangements forimplementing the 3RF. Prioritizing
actionsthatsupporteffectiveimplementation ofthe National Anti-Corruption Strategywillimprovetransparency
and facilitate the detection of fraud and abuse during reconstruction. Rapid corruption risk assessments,
conducted in an inclusive manner and using specialized methodologies, can reduce opportunities for leakage
and political co-opting of reconstruction resources, thus strengthening public trust in recovery efforts.

PFM and Public Procurement

INSTITUTIONAL STRENGTHENING

> Putin place enhanced fiduciary arrangements and oversight mechanisms for assistance funds to improve
the transparency and accountability of the immediate recovery program. Ensure the inclusion of civil society
and NGOs in the consultation and monitoring process. Publish a procurement plan, procurement notices, and
future contract awards through an existing portal or new platform to improve transparency.

Anti-Corruption, Integrity and Transparenc

REFORM/POLICY ACTIONS

> Fully implement the Access to Information Law and related Action Plan as part of the effective and
coordinated implementation of the National Anti-Corruption Strategy.

INVESTMENTS/PROGRAMS

> Design, integrate, and begin implementing corruption risk management programs that include an
identification and assessment of key corruption risks, along with proposed risk management actions that will
help prevent corruption during project implementation.

INSTITUTIONAL STRENGTHENING

> Guarantee an effective enabling environment for independent nongovernmental organizations by
facilitating civil society’s access to information, officials, and Parliament; identify legal and regulatory
obstacles that hinder civil society activities. Civil society should be empowered and invited to collaborate on
monitoring and auditing of recovery and reconstruction activities.

Justice and Human Rights

INVESTMENTS/PROGRAMS

> Support the National Human Rights Commission with adequate resources to carry out its mandate to
independently monitor the post-blast interventions of stakeholders, safeguard the rights of blast survivors,
and identify systemic or widespread issues leading to human rights violations.

> Establish a program to provide comprehensive legal aid services to vulnerable individuals and groups,
including women and children, in reconstruction areas. Assistance should include legal awareness and
information sessions, legal advice and representation, as well as alternative dispute resolution services.
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REFORM AND
RECONSTRUCTION

Governance reforms are needed to ensure that longer-term reconstruction is implemented in an inclusive and
accountable way. To enable the government to better manage public and external funds, resources need to be
channeled toward improving how existing institutions function and toward new institutional set-ups (including
atthe inter-ministerial level) that help optimize PFM and public procurement. Additional anti-corruption efforts
are a prerequisite for attracting investment and international support to reconstruction and are indispensable
to delivering results that help bridge the gap in trust between the Lebanese people and the state. With rights in
jeopardy and calls for increased accountability, the onus is on Lebanon's justice institutions to deliver services in
a more independent, effective, accountable, and accessible manner, particularly to those made more vulnerable
by the explosions.

PFM and Public Procurement

REFORM/POLICY CHANGES

> Adopt the new Public Procurement Law based on an inclusive revision process. In a second step, implement
regulations and secondary legislation, including the mandatory usage of revised Standard Bidding Documents;
help ensure that these are ratified quickly.

> Formalize the Public Investment Management legal and regulatory framework, including guidelines and
methodology, to improve efficiency in the use of reform and reconstruction funding.

> Ratify the revised draft Court of Accounts Law to strengthen Lebanon’s existing oversight function and
develop standards and manuals for performance and forensic audits.

INSTITUTIONAL STRENGTHENING

> Establish and operationalize a procurement regulatory body and a complaint handling unit to implement
the new Procurement Law; undertake an inclusive processto develop and adopt a national public procurement
strategy, including through professionalization of the workforce and advances in e-procurement.

> Establish a PFM Steering Committee that includes the Ministry of Finance, Banque du Liban, line ministries,
and key oversight entities to improve transparency, accountability, and civil society participation in the public
finance consultation process.

REFORM/POLICY CHANGES

> Facilitate an inclusive process for comprehensive electoral reform to enhance women's representation and
participation; increase transparency and efficiency, including through creation of an independent electoral
management body.

> Select National Anti-Corruption Institution’s commissioners and staff and develop their capacities and
fully fund the Institution to accelerate implementation of the National Anti-Corruption Strategy.

> Implement the Whistleblower Protection Law through adoption of decrees and standard operating
procedures; conduct public awareness campaigns.

INSTITUTIONAL STRENGTHENING

> Strengthen the independence and capacity of the Central Inspection and Court of Accounts by reviewing
their legislative authorities and fully staffing these accountability institutions.
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Justice and Human Rights

REFORM/POLICY CHANGES

> Adopt the draft legislation that would strengthen the judiciary’s independence, through a transparent
process inclusive of civil society.

> Amend relevant provisions of the Penal Code, the Code of Criminal Procedure, and the Law on Judicial
Organization to empower the judiciary to carry out its mission and shield it from political interference and
undue influence.

INSTITUTIONAL STRENGTHENING

> Strengthen bodies overseeing the justice system through objective and merit-based processes for selecting
and evaluating judges, as well as enhanced management and oversight tools; provide them with sufficient
resources to implement their mandate to safeguard the independence and effectiveness of the judiciary.

| SUMMARY OF PRIORITY COSTS

The immediate recovery costs for Pillar 1 are estimated to cost $4.7 million, with the short-term reform and
reconstruction costs estimated at $4.3 million (Table 2). The costs for reform priorities (primarily technical
assistance) are generally minimal, although implementation costs, which could include development and
deployment of IT platforms, will be higher over the short term. Investments such as the provision of legal aid
services and corruption risk assessments will be more costly.

TABLE 2: PRIORITY COSTS FOR PILLAR1

Track 1: Track 2:
People-Centered Recovery (5)  Reforms and Reconstruction ($)
PFM and public procurement 250,000 1,550,000
Anti-corruption, integrity and 2,350,000 2,050,000
transparency
Justice and human rights 2,150,000 725,000

PILLAR1TOTAL 4,750,000 4,325,000
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RATIONALE AND STRATEGIC
OBJECTIVE

The explosion has caused physical damage to many businesses and financial institutions within a 5-kmradius;
it has also damaged many of the private supplies at the port site. Microfinance institutions have reported
that over 5,200 borrowers located in the blast area have experienced material damage to their homes and/or
businesses, with some having lost their primary breadwinner. All this has further strained the financial sector.
In the case of the productive sectors, losses exceed damages, due to the disruption of business activity and
associated losses of revenue. The RDNA finds that at least 5,000 formal business facilities have been damaged
and need urgent financial assistance across all sectors: tourism, commerce and industry, the creative industries,
utilities, health, and education. The blast is expected to push many firms into insolvency. According to a survey
undertaken by Strategy& on the impact of the explosion on businesses, 12% of surveyed firms indicated that they
will be shutting down and not returning to work.®

The strategic objective of this pillar is to restore economic opportunities and livelihoods in the immediate
term and to revamp business activity in the short term. This will help revive and restore trust in Lebanon’s
economy. In the medium to longer term, businesses will need sustainable financing; otherwise lack of liquidity
will lead to insolvency and job destruction. To achieve this objective, the note puts forward a set of priorities
across two parallel tracks: the recovery track, to address immediate socioeconomic needs, and the reforms and
reconstruction track, to prepare for longer-term reconstruction and economic revival.

Three strategic priorities have been identified: 1) restoring business activities and preserving jobs, 2)
strengthening the insurance sector and digital financial services, and 3) expediting urgent business
environment reforms. All these interventions are sector-agnostic, given (a) their relevance to all private
establishments that have been impacted by the explosion, regardless of the sector; and (b) the horizontal
nature of reforms or policies that have been identified. They will target the self-employed and micro, small, and
medium enterprises (MSMEs), while adopting a people-centered approach: the focus will be on local workers
and residents with special attention to women and youth; the most vulnerable segment of businesses, including
informal enterprises; and insurance policyholders who are unable to settle their claims. All proposed reforms are
inclusive, as they will benefit all businesses regardless of their sector, size, or professional affiliation.

OVERVIEW OF
SECTOR CONTEXT

The Beirut explosion, coming amid a multi-layered crisis, has pushed thousands of active people into
unemployment, further affecting household incomes. The economy'’s ability to generate job opportunities is
remarkably low, reflecting a deep lack of confidence, a negative flow of investment, and the continuing banking
and financial sector crisis. The closure of businesses and reduced revenues have a direct impact on employment
and livelihoods. Within this obstructive environment, the reconstruction of Beirut's affected zones presents an
opportunity to create jobs for local residents, as well as to generate temporary income.

Before the explosion, businesses were facing severe challenges from the lack of liquidity, a shortage of U.S.
dollars, informal capital controls, parallel exchange rates, an inability to import inputs and final goods, and
disruptions due to the COVID-19 lockdown. The commerce sector, one of the main contributors to private sector
activity, was already witnessing a 25% firm closure by January 2020. The tourism sector has been severely hit,
particularly in the Beirut area, due to protests and subsequent turmoil. Similarly, industrial firms have faced
challenges with the multiple exchange rates, complicating the import of raw material for manufacturing while
driving prices up. The destruction and losses caused by the explosion topped off the strain on productive sectors
operatingin Beirutandthe surrounding region, with higherimpactsalso due to disruptioninvalue chainactivities.

8 Conducted by Strategy@ https://www.strategyand.pwc.com/m1/en/beirut-explosion/beirut-explosion-impact-assessment.
pdf
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The explosion has highlighted long-standing issues in the small and underdeveloped insurance sector. Total
insurance premiums are just 2.3 percent of GDP. The sector is fragmented, with 50 insurers making it overly
competitive; it has low profitability and solvency and is governed by an outdated legal and regulatory framework.
The financial conditions of the small insurance sector and a significant protection gap will limit the role it plays
in resilience and recovery. The sector is also reliant on foreign reinsurers. Poor claims experience, last year's
wildfires, more recent civil disruption, COVID-19, and deteriorating asset values associated with the economic
crisis have all eroded its viability. While early estimates vary widely, damages that the insurance sector may be
liable for are likely to range between 10 and 20 percent of the total economic cost. Insurers and reinsurers are
awaiting clarity on the cause of the explosion to determine whether coverage is excluded. Even if reinsurers bear
a substantial part of the cost, domestic insurers will be still be liable for upwards of $900 million, which exceeds
their capacity and could put their solvency at risk.

In addition, the explosion underscored the urgency of having efficient digital channels that can deliver rapid
financialassistance to affected communities. Currently, regulatory and market barriers prevent digital financial
services (DFS) from taking offin Lebanon:according to the Global Findex 2017 data, only 33.1% of Lebanese adults
made or received digital paymentsin 2017. While there is significant interest from market players (banks, telecom
operators, fintechs, money transfer operations) to offer services, implementation regulations are missing in Law
81 on Electronic Transactions and Personal Data, which provides the country’s legal framework for DFS. There
is no licensing framework for non-bank payment service providers, nor are there proportional customer due
diligence regulations in place. Expediting reforms to enable broader use of DFS will be critical moving forward.

Improvingthe challenging business environment, alongside physical reconstruction and restoration of service
delivery, will be key for recovery of the private sector. For years, Lebanon’s business environment has not been
conducive to investment and growth and has undermined the private sector’s competitiveness; the situation is
worse now. Key enabling policy and legislation that would support private initiative and investments are either
missing, outdated, or underutilized. To date, and unlike many of its peer countries, Lebanon lacks a competition
law and antitrust enforcement framework, which are prerequisites for establishing market efficiency. Firms also
face multiple challenges throughout the business life cycle from entry to exit. Resolving insolvency is a major
hurdle: according to the Ease of Doing Business 2020, it takes 3 years on average for a secured creditor to recover
only 30.8% from an insolvent firm, versus 1.7 years and 70.2% in OECD countries.’ The explosion will now push
many firms into insolvency, making it even more urgent to modernize the insolvency framework. Also, trade
processes conducted by Lebanon’s border inspection agencies are complex and time-consuming: before the
explosion, it took, on average, 144 hours to comply with export requirements (at a cost of $480) and 348 hours
for imports ($790). Due to the severe damage to the port and customs administrative building, the process
of getting things out of the port, or accessing other ports, is now even more time-consuming and costly. The
absence of a secured lending framework that enables firms to borrow using movable assets is also problematic,
as it hinders firms' access to credit that will be needed for reconstruction and beyond.

| PEOPLE-CENTERED RECOVERY

To address these challenges, it will be necessary to support business activities and preserve jobs by (i)
promoting livelihoods and short-term employment, (ii) helping Beirut’s businesses build back better, and
(iii) supporting affected value chains. Where relevant, interventions will target the most vulnerable, including
women-led enterprises, youth, migrant workers, and other vulnerable groups affected by the crisis; they will
also help businesses build back better by addressing environmental sustainability. It is critical to help the
insurance sector address the impact of the explosion and protect the most vulnerable retail clients. This includes
ensuring effective use of available insurance claim proceeds and other funding in a coordinated manner that
maximizes resources and leverage, ensuring an adequate supply of actuarial resources for solvency assessment
and monitoring, supervisory mentoring, and development of near-term regulatory instruments. Reforming the
insolvency framework is also critical to facilitate the exit of insolvent, or nearly insolvent, businesses. While

9 Accordingto the Ease of Doing Business 2020 rankings, Lebanon ranks 143" out of 190 economies and 15" among the 20 MENA
countries on the ease of doing businessindex. Since 2013, only one reform was implemented: adoption of the judicial mediation
law in October 2018. Meanwhile, on average each MENA country has implemented 13 reforms since 2013.
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comprehensive business environment reforms are complex and take time to be fully implemented, critical
measures that contribute to broader efforts can be accomplished or launched in the immediate and short term.

Restore business activities and preserve jobs

INVESTMENTS/PROGRAMS

> Launch short-term employment programs for provision of (i) cash support through cash-for-work, to
support labor-intensive reconstruction activities, and (ii) intensive and quick trainings, to develop skills in
relevant areas and professions. Special attention should be given to vulnerable groups, including women,
youth, migrant workers, who have been hit hard during the crisisand are the most likely to face unemployment.

> Providebusinessesaffected by the explosion with (a) grantsto coverimmediatereconstruction needsand (b)
technical assistance to help them build back better, through the integration of environmental sustainability
and technology transfer, the promotion of a better working environment, intangible needs including legal aid,
and business development support services.

> Provide liquidity to microfinance institutions to (i) channel funds to affected microenterprises; (ii) provide
liquidity to MFIs to disburse new loans to existing or new clients, and to reschedule the existing portfolio on
a case-by-case basis.

> Support key value chains at firm and industry levels. This will include undertaking value chain assessments,,
which will identify the technical interventions required to strengthen affected sectors (e.g., construction
value chains to meet reconstruction needs, cultural and tourism value chains to reposition the area as an
attractive destination for visitors and tourists).

othen the insurance sector and digital financial services

INSTITUTIONAL STRENGTHENING

> Strengthen the insurance sector through technical assistance in (i) claims settlement; (ii) solvency
monitoring; and (iii) the development and financing of a potential “Advancing Policyholder Protection”
scheme to provide direct assistance to policyholders in the event of a failed insurer, with the aim of protecting
the most vulnerable retail clients.

Expedite urgent business environment reforms

REFORMS/POLICY CHANGES

> Enact the long overdue insolvency and insolvency practitioners’ law. Once it is approved, the government
will need to draft and approve the executive regulations for both laws.

INSTITUTIONAL STRENGTHENING

> Develop training curriculafor insolvency practitioners and for judges, start building the capacity of judges on
the new insolvency regime, and raise awareness with main stakeholders.

REFORM AND
RECONSTRUCTION

To build back better, Lebanon will have to upgrade its business environment and prioritize reforms that facilitate
and reduce the cost of doing business while fostering competition. Beyond urgent support to the insurance
sector in responding to the immediate consequences of the explosion, a development strategy for the sector
is needed to identify and build stakeholder agreement on reforms. If placed on a better structural footing, the
sector could play a more effective role to advance the resilience of the economy and country going forward.
Moreover, the crisis provides an opportunity to promote the uptake of DFS, including by those who lack access
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to financial services, and thus channel more financial and social cash assistance through digital means over
the longer term. This will require lifting of barriers to DFS and putting in place the basic regulatory enablers,
including conducive executive regulation for e-money issuance, tiered customer due diligence, agent banking,
and e-signature. And a National Employment Policy can also play an important role to address employment and
labor market challenges in the short, medium, and long term.

Restore business activities and preserve jobs

REFORMS/POLICY CHANGES

> Develop a National Employment Policy for recovery to address employment and labor market challenges.
It will include policy actions that address the repercussions of the multiple crises, in addition to addressing
long-standing structural employment challenges.

INVESTMENTS/PROGRAMS

> Provide businesses affected by the explosion with concessionalloans to support rehabilitation and restoring
business activities. The financial support will cover both hard and soft costs (works, equipment, and working
capital).

othen the insurance sector and digital financial services

REFORMS/POLICY CHANGES

> Formulate an insurance development and restructuring strategy. This will include sector development
with targeted solutions to protect MSMEs in the medium term. Work should commence immediately, with
stakeholder engagement.

> Enactanew insurance law.

> Adopt basic regulatory enablers for DFS, including e-signature implementation.

Expedite urgent business environment reforms

REFORMS/POLICY CHANGES
> Develop and approve a comprehensive business environment action plan.

> Enact the draft competition law, including reforms to exclusive agencies; draft and approve executive
regulations.

> Approve a customs strategy as a first step to streamlining, automating, and reducing costs of trading
across borders. The government will also need to inventory all administrative fee schedules, develop effective
systems for risk management and post-clearance audits, and develop a national e-single window, to be
implemented in the medium term.

> Enactthelongoverdue secured transactions draft law. Onceitis approved, the government will need to draft
and approve its executive regulations.

INSTITUTIONAL STRENGTHENING

> Establish and implement a solid governance/management structure for business environment reform.
It should include an inter-ministerial reform committee headed by the Prime Minister, and corresponding
technical working groups, with strong private sector participation.’

> Establish a well-functioning competition commission.

10 An inter-ministerial committee for Improving the Business Environment in Lebanon was established on July 27, 2019, by the
Prime Minister. However, due to the resignation of the cabinet, the committee was never operationalized.
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> Following approval of the secured transactions law, establish and implement an effective electronic movable
assets registry; begin raising awareness and developing the capacity of public and private stakeholders.

| SUMMARY OF PRIORITY COSTS

The immediate recovery costs for Pillar 2 are estimated to be around $97 million, while the short-term reform
and reconstruction costs are estimated at close to $197 million (Table 3). Investment priorities for restoring
business activities and preserving jobs, estimated to costs $193 million, play a major role of the total pillar cost
for Track 2. Recovery priorities for restoring business activities, estimated to cost $96 million, are also a big
part of the total pillar cost for Track 1. Priority costs for strengthening the insurance sector and digital financial
services and expediting urgent business environment reforms costs are much less costly.

TABLE 3: PRIORITY COSTS FOR PILLAR 2

Track 1: Track 2:
People -Centered Recovery (5) Reforms and Reconstruction ($)

Restore business activities and 96,000,000 193,000,000
preserve jobs

Strengthen the insurance sector 1,200,000 350,000
and digital financial services

Expedite urgent business 550,000 3,475,000
environment reforms

PILLAR2 TOTAL 97,750,000 196,825,000




SOCIAL PROTECTION
SOCIAL INCLUSION, ~
AND CULTURE . _



39

RATIONALE AND STRATEGIC
OBJECTIVE

Thesocial pillar focuses on critical actions to prevent the deterioration of people’s well-being, dignity, and safety,
across three sectors: social protection; social cohesion, inclusion, and gender; and culture. There are strong inter-
linkages between these sectors: for example, the provision of social welfare services is an element of social
protection which is also a core factor in promoting social inclusion. The Beirut explosion exacerbated a wide
range of pre-existing vulnerabilities and needs among the poor, vulnerable and middle classes. In a context
of rising poverty, hyperinflation, loss of jobs and livelihoods, rising food insecurity, high exclusion, neglect of
cultural heritage, communal tensions, and an inadequate national social protection system, Lebanon’s remaining
social fabricis now in danger of collapse. Three urgent priorities have emerged:

> Alleviating the port explosion’s impact on the well-being and income security of affected households, while
helping develop a comprehensive and inclusive social protection system

> Ensuring adequate safeguards for vulnerable and marginalized groups to foster social cohesion and leave no
one behind, for those directly affected by the explosion and beyond.

> Protecting and recovering the rich urban fabric, culture, and national heritage and related livelihoods in the
affected areas, while helping spur development of the creative economy.

A cross-cutting priority is to support proactive, credible stakeholder engagement with a robust feedback
mechanism, as this will be key to successful recovery.

OVERVIEW OF
SECTOR CONTEXT

Social protectionforindividualsinexplosion-affectedareasis challenged by asystemwith highfragmentation,
weak governance, and no overarching policy or legal framework. Low investment in social protection and
limited coverage have severely limited the state’s capacity to address vulnerabilities and respond to crises, thus
increasing reliance on nongovernmental actors and informal social protection. Though some social assistance
and social insurance programs are in place, they are very limited in coverage and benefits, with key programs
absent. The state also has limited institutions and capacity to provide social care services - with its focus on
institutionalization, and there is a lack of functioning labor market programs. Coverage of social assistance
programs for refugees, including Palestinians, is limited compared to the dire needs. Moving ahead, it will be
crucial to address the challenges of fragmentation, lack of coordination between social protection actors, limited
responsiveness to shocks, and the low coverage and adequacy of schemes. The definition of social protection in
Lebanon includes five components: social assistance (social safety nets), social insurance, financial access to
social services (particularly health and education), economic inclusion and labor activation, and social welfare
services.

Vulnerabilities related to social inclusion were already high prior to the explosion, particularly among children,
women, persons with disabilities, older persons, refugees, migrants, and LGBTIQ+ individuals. Stateless persons,
most of the country’s refugees, and an increasing number of migrants lack legal documents, including residency
permits and security of tenure. Women and gender minorities suffer from higher rates of poverty and mental
health issues than male counterparts.” The vulnerabilities of people with disabilities and older persons are on
therise.” In relation to social cohesion, the country has witnessed a popular uprising since October 2019, and the

11 https://arabstates.unwomen.org/en/digital-library/publications/2020/08/the-beirut-blast-what-humanitarian-response-
needs-to-know-on-gender

12 https://gsdrc.org/publications/situation-of-persons-with-disabilities-in-lebanon/&sa=D&ust=16009611373610008usg=AFQ
jCNHH8W_70k17yGdLWpOEg1YPT8FgEwW


https://arabstates.unwomen.org/en/digital-library/publications/2020/08/the-beirut-blast-what-humanitarian-response-needs-to-know-on-gender
https://arabstates.unwomen.org/en/digital-library/publications/2020/08/the-beirut-blast-what-humanitarian-response-needs-to-know-on-gender
https://gsdrc.org/publications/situation-of-persons-with-disabilities-in-lebanon/&sa=D&ust=1600961137361000&usg=AFQjCNHH8W_70k17yGdLWp0Eg1YPT8FgEw
https://gsdrc.org/publications/situation-of-persons-with-disabilities-in-lebanon/&sa=D&ust=1600961137361000&usg=AFQjCNHH8W_70k17yGdLWp0Eg1YPT8FgEw
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explosion has intensified frustrations and anger around corruption and mismanagement of resources.” Growing
intra-andinter-community tensionsremainapersistent challenge. Competitionforjobsandresourcesforsurvival
has long been a primary driver of tensions between the Lebanese and Syrian refugees across the country,”* and
it has been fueled by perceptions of unequal distribution of aid. Deep-rooted divisions among the Lebanese are
resurfacing,” with hate speech and divisionary discourse increasingly common. The explosion has also shed light
and exacerbated the injustices perpetrated against the most vulnerable groups, especially migrants.'® Severe
structuralgenderinequalities persist': Lebanonis 145 out of 153 countriesinthe World Economic Forum's Gender
Equality Index'®. The need for mental health and psychosocial assistance is on the rise, especially for vulnerable
groups. LGBTIQ+ groups confront widespread homophobia and transphobia when seeking employment, housing,
and accessing publicspaces.” . Acrossall 3RF-related operationsand interventions, it is essential that planning,
implementation, and monitoring are responsive and inclusive to considerations of gender, disability, age, and
citizenship, migration, or refugee status.

Beirut’s culture and heritage were hit hard by the explosion, which damaged the urban core, disrupting housing,
services, and culture across densely populated areas of a city that is a major cultural hub globally and in its
region. Culture and creative industry businesses (CCl) contributed almost 5 percent to Lebanon’s GDP in 2015
and were concentrated in neighborhoods that the explosion affected. The culture sector operates without
legal protections for heritage beyond archaeological sites; the proposed Law for the Built Heritage is pending
approval. As a result, unplanned and inadequately regulated urbanization often encroaches on heritage areas
and marginalizes CCl businesses. The Ministry of Culture's work is limited in scope and resources. Since the
blast, emergency measures have included the mobilization of professional associations, civil society, and the
private sector, as well as a moratorium on the sale of and works to historic buildings. Supporting professional,
community, and inter-stakeholder platforms for city-citizen collaboration is fundamental for recovery and
planning. Key challenges include the weak enabling environment for the creative ecosystem and the need to
improve livability in the urban area. It will be essential to provide opportunities and networks for improving
skills, talent, and innovation, including for youth, through broad support to MSMEs, all with the aim of attracting
additional creative capital.

| PEOPLE-CENTERED RECOVERY

In the recovery, the strategic aim for the social protection sector is to rapidly design and implement equitable
measures that protect and promote the well-being of households affected by the port explosion. In the social
cohesion, inclusion and gender sector, the strategic aim within the recovery period is to address the serious
marginalization experienced by vulnerable groups. The focus includes support to the delivery of services,
measures, and reforms to enable equal access and exercise of rights and to prevent further exposure. Efforts will
also promote leadership and participation in implementing the 3RF by civil society representing marginalized
groups; this will support a socially cohesive environment and help restore community-state relations. The aim of
the culture sectorin the recovery period relates to protection, urgent stabilization, and recovery of the rich urban
fabric, culture, and heritage and related livelihoods in the affected areas.

13 55.4% of Lebanese said they are likely or very likely to protest, whereas 76% believed that protests reflect their sentiments
(UNDP-ARK)

14 31.7% of respondents cited negative relations between Lebanese and Syrian refugees as of July 2020 and 43.4% in August 2020
(post blast).

15 While 30.4% of Lebanese cited negative relations as of July 2020, 40% of them reported on those negative relations post-blast.

16 https://migration.iom.int/reports/lebanon%E2%80%94-migrant-worker-vulnerability-baseline-assessment-report-may-
july-2020

17 https://aiw.lau.edu.lb/news-events/aiw-updates/the-aiw-statement-of-lebanon-tra.php (ABAAD);

18 http://www3.weforum.org/docs/WEF_GGGR_2020.pdf; https://arabstates.unwomen.org/en/digital-library/
publications/2020/10/report-women-on-the-verge-of-an-economic-breakdown-in-lebanon. The Inter-agency SGBV Task
Force Assessment found that 54% of respondents observed an increase in harassment, violence, or abuse against other women
and girls in their household or their communities.

19 Rapid Intersectional Gender Assessment of the Beirut Blast (October 2020). UN Women, UN ESCWA, ABAAD, CARE, UNFPA.
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Social Protection

REFORMS AND POLICY CHANGES

> Identify fiscal space in the annual budgets for social protection, particularly for increasing expenditure
allocations for social assistance programs; and plan to ensure the short-term financial viability of existing
social security institutions.

> Provide a new strategic direction for the reform of price subsidies (including electricity, fuel, pharmaceutical
products, and subsidized housing loans); analyze the impact of removing subsidies on prices and well-being;
and immediately design an effective transition for reform that promotes progressive fiscal resource use while
implementing mitigation measures to protect the poor, vulnerable and the middle class.

INVESTMENTS AND PROGRAMS

> Scale-up social assistance interventions and their systems to alleviate the impact of the explosion in affected
areas through cash transfer programs, with a focus on economically vulnerable individuals (particularly the
older persons, persons with disabilities, women, and children). And accelerate the expansion of the National
Poverty Targeting Programme (NPTP).

> Extend an injury/death compensation scheme for those affected by the blast and not covered by insurance.

INSTITUTIONAL STRENGTHENING

> Establish a multi-stakeholder platform to promote coordination, cohesion, and collaboration across various
actors in the social protection sector.

> Support government to prioritize investments to develop social assistance systems, including grievance and
redress systems, and verification; put in place anti-corruption measures to ensure that the governance of
any social protection program is transparent, participatory, evidence-based, and sustainable; invest in data
systems, registries, and development of a unified registry for all social protection programs.

Social Cohesion, Inclusion, and Gender

INVESTMENTS AND PROGRAMS

> Supporttheimmediate provision of,and access to, protection and social welfare services for vulnerable groups
affected by the blast. This includes case management, protection, prevention, response, and psychosocial
support; sexual and gender-based violence prevention and response services; child and older person care
services; and access to safe spaces. Interventions will address barriers that affect marginalized groups’ equal
access to assistance, such as strengthening outreach.

INSTITUTIONAL STRENGTHENING

> Establish partnerships and capacity building with local civil society organizations that serve the needs of
underrepresented and marginalized groups, by providing flexible grant funding.

REFORMS AND POLICY CHANGES

> Developastrategyand detailed assessment on urgent measures for conservation and rehabilitation of historic
buildings and conservation guidelines.

INVESTMENTS AND PROGRAMS

> Implement shoring up, sheltering and putting in place urgent protection measures to prevent collapse of
heritage buildings, as well as immediate conservation and safeguarding to avoid loss of tangible and intangible
assets; involve all stakeholders, including civil society organizations.

> Carry out emergency management measures, inventories of tangible and intangible heritage assets, and
immediate conservation measures to avoid loss.
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> Assist artists, cultural producers, and community-led initiatives to restart cultural activities and production
in public and cultural spaces that serve affected communities (through grants and priority rehabilitation and
refurbishment of galleries, workshops, theaters, and other spaces); help cultural activities and CCl businesses
return to operation, in temporary venues as needed, particularly to protect their high share of skilled youth
employment.

INSTITUTIONAL STRENGTHENING

> Deliver capacity building and technical assistance to enforce adequate legal measures to prevent demolition
and to enable municipal staff to inspect and enforce guidelines; establish a municipality One-Stop-Shop with
sub-windows (e.g., building permits, incentives).

> Put in place mechanisms and develop local initiatives to promote and support community engagement for
coordination, advocacy, and communication.

REFORMS AND
RECONSTRUCTION

The aim of the social protection sector in the reconstruction and reform period is to rapidly scale up reforms to
move toward a national social protection system.th Beyond the recovery period, the aim of the social cohesion,
inclusion and gender sector is to continue addressing the serious marginalization experienced by identified
groups across Lebanon. Efforts will promote equal access and exercise of rights; address grievances and tensions
resulting from trustissues; and solidify the leadership and participation of civil society representing marginalized
groups. The aim in the culture sector during the reform and reconstruction period is to protect the rich urban
fabric, culture, and livelihoods across the country as well as strengthen the environment for Lebanon’s creative
economy.

Social Protection

REFORMS AND POLICY CHANGES

> Finalize and approve the National Social Protection Strategy, adopting a rights-based, comprehensive, and
inclusive approach — including linkages to the social assistance system that is in place for refugees; address
the need for universal access through a combination of contributory and non-contributory mechanisms,
encompassing the five social protection components listed above.

> Finalize reforms of public sector pensions to reduce inequities across social insurance schemes and enhance
long-term sustainability.

> Expandtheadequacy and comprehensiveness of socialinsurance benefits of the National Social Security Fund
(End-of-Service reform and introduction of unemployment insurance); reform NSSF governance.

INVESTMENTS AND PROGRAMS

> Establish the foundations of a social assistance system by (i) providing cash transfers at scale to extreme
poor households through the ongoing scale-up of the National Poverty Targeting Program and forthcoming
Emergency Social Safety Net; (ii) introducing social grants to address life-cycle vulnerabilities (old age,
disability, and child-related vulnerability, with progressive implementation according decision-making),
(iii) linking social assistance to other services, as well as to social assistance for refugees, which needs to be
expanded to meet increased needs, and (iv) expanding financial access to health and education under their
respective sectors.

> Review and expand spending on social welfare services; rationalize and reallocate in line with the assessed,
unmet needs of individuals and households for preventive and specialized care as well as case management.
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INSTITUTIONAL STRENGTHENING

> Recommence institutional coordination at the policy level; within the purview of the Government Inter-
ministerial Committee on Social Policy, oversee completion and implementation of the national social
protection strategy and financing plan, as well as policy and program monitoring.

Social Cohesion, Inclusion and Gender

REFORMS AND POLICY CHANGES

> Pass legislative and policy reforms to reduce the structural barriers that prevent marginalized groups from
equally accessing services, assistance, and human rights. Pursue urgent reforms to enable a political and
social environment that is socially inclusive, cohesive, and gender equitable, such as passage of the anti-sexual
harassment law; repeal Article 534 of the penal code to tackle homophobic and gender-based discrimination;
reform the Kafala system and implement the standard unified contract by the Ministry of Labor.

> Adopt an inclusive fee waiver for obtaining and renewing temporary legal residency permits for refugees, to
enable their access to services and civil documentation.

> Develop reforms initiatives that institutionalize the right to know, right to justice, and right to reparations;
these must be developed to help deal with consequences of the explosion.

INVESTMENTS AND PROGRAMS

> Promote the sustainability of service provision by reinforcing the role of the Ministry of Social Affairs and
its Social Development Centers (SDCs) in providing social welfare and protection services; invest in capacity-
building for local government and civil society organizations and systematize linkages between SDCs and
CSOs for more efficient delivery of services.

INSTITUTIONAL STRENGTHENING

> Build the capacity of institutions and civil society to restore community-state relations, reduce community
tensions, support victims' rights and reparations, and protect vulnerable groups; support existing dialogue
platforms that work to foster social stability and cohesion at the national and local levels.

REFORMS AND POLICY CHANGES

> Approve the new heritage law, which remains pending approval - targeting building owners, tenants, and
investors; strengthen the enabling environment to engage with the owners of heritage buildings; structure
a regulatory framework that outlines adequate technical assistance; provide incentives and subsidies for
rehabilitation. Ensure that the heritage law's measures are reflected in urban regulations and master plans.

> Carry out a baseline study on the parameters of the creative economy and its legal and regulatory framework
to support broad reform that recognizes CCl as an emerging sector, eases regulatory burdens, promotes
competition, and supports public and private sector investment in the sector. Ensure adequate institutional
set-up to promote implementation of decisions and laws.

INVESTMENT AND PROGRAMS

> Rehabilitate and repair assets to restore functions as soon as possible, ensuring provision of a minimum wage
to cultural creators and technicians, who are often freelancers without any status.

| SUMMARY OF PRIORITY COSTS

The immediate recovery costs for Pillar 3 are estimated to be around $175 million, while the short-term reform
and reconstruction costsare estimated to be over $1billion (Table 4). Social protection reform and reconstruction



4

costs, $871 million, account for a very major share of total pillar costs for Track 2 due to the inclusion of the
financing for the strengthening and development of the social safety nets programs of national scope, as limiting
them to Beirut would raise equity concerns. People-centered recovery costs for the social cohesion, inclusion
and gender sector, aimed at leaving no one behind, are estimated at $27 million. Priority costs for reform and
reconstruction of the culture sector are estimated at $114 million.

TABLE 4: PRIORITY COSTS FOR PILLAR 3

Track 1: Track 2:

People-Centered Recovery(S) Reforms and Reconstruction ($)
Social Protection 70,700,000 871,030,000
Social Cohesion, Inclusion and Gender 27,100,000 3,300,000
Culture 77,000,000 144,000,000

PILLAR 3 TOTAL 174,800,000 1,018,330,000
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RATIONALE AND STRATEGIC
OBJECTIVE

The August explosion has affected Beirut's infrastructure, sending many households into precarious housing
situations and exacerbating conditions for those who were already in inadequate or insecure shelter. The main
gateway for trade, the Port of Beirut, has also been hit significantly, with damages affecting the grain silo and the
general cargo terminal, putting the country’s food security at risk. Urban services (including energy, municipal
services, and the environment) and essential public services (health, education, and water) were also affected in
the area around the port, reducing access to care and education, especially for the most vulnerable.

The explosion has highlighted chronic challenges in the infrastructure sector, including the overall institutional
collapse of Port of Beirut as well as significant weaknesses in the urban services sector. It worsens the strains
on public services that had already been exacerbated by the protracted Syrian refugee crisis, the economic and
political crises, as well as the COVID-19 pandemic.

The strategic objective is to reform the port’'s governance, rebuild the port and critical housing, and
restore key public and urban services in a sustainable and resilient way. The disaster is a wake-up call for
profound change, and an opportunity to build back better with a two-pronged approach focusing on people-
centred recovery,and on reforms and reconstruction. If Lebanon can ensure good, efficient, and transparent
governance in planning and implementing the early recovery, reform and reconstruction phases, it can change
the trajectory of its development by creating economic growth, securing public revenues, and enhancing
public safety.

This pillar is structured around four strategic priorities: (i) housing; (ii) the port; (iii) urban services (electricity,
municipal services, and the environment); and (iv) public services (health, education, and water).

OVERVIEW OF
SECTOR CONTEXT

The Beirut explosion damaged nearly half of the city’s building stock, sending many households into
precarious housing situations while exacerbating conditions for those already living in inadequate or insecure
shelter. Renter households make up about 55 percent of this population, occupying units in both single- and
multi-family buildings. Due to the damage, it is highly probable that rents will rise and housing conditions will
deteriorate, exacerbating overcrowding in low-income neighborhoods. Much of the demand for housing derives
frominvestment speculation, enabled by weak regulation and low property taxes. With little new supply, housing
costs were already prohibitive for many households in the country, especially in Beirut, where population growth
is highest. Interventions in housing by the government have mostly been limited to the demand side through
subsidized mortgages, which have seen a sharp decline in the past decade. Government support to households
is limited without a national housing policy or strong implementing agencies; there is weak enforcement of
building regulations at the local level and a lack of affordable housing options.

The Port of Beirut is the country’s main gateway for imports and exports and was center stage of the
explosion in August 2020. With a free zone, a silo, a container terminal, and a general cargo terminal, the
port is a hub for maritime trading in the Mediterranean Sea. It is a national public property managed by a
temporary administrative committee, the “Temporary Committee for Management and Investment of the
Port of Beirut,” since 1990. The absence of a real port authority and mismanagement by the Temporary
Committee have caused state revenues from the port to decline, with serious governance and accountability
issues. Since December 2004, container terminal operations are subcontracted by the authorities to the
private Beirut Container Terminal Consortium (BCTC). BCTC signed a 10-year management contract in 2005,
which was extended for five yearsandis now renewed on athree-month rolling basis, although a public tender
had been launched prior to the explosion in March 2020 and then put on hold due to the temporary status
of the committee. The explosion has highlighted the overall institutional collapse of the Port of Beirut and
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has provoked calls for profound change, starting with the urgent implementation of longstanding structural
reforms, ahead of physical reconstruction into a modern, efficient, and transparent port system.

The explosion had a significant impact on urban services — including energy, municipal services, and the
environment — across Greater Beirut. Preliminary assessments for the electricity sector find damage mainly to
the distribution low-voltage network and administrative assets of the national utility, Electricité du Liban (EDL),
as well as, to a more limited extent, transmission assets (mainly the Achrafieh substation and National Control
Center). The resulting power outage caused disruptions of essential municipal and social services infrastructure,
such as health, education, and communication, and impacted many small and medium-sized private businesses.
In addition, the Beirut and Bourj Hammoud municipalities have suffered infrastructure damage, reduction in
revenue, and increased operating expenditure, limiting their ability to provide municipal services. The explosion
also caused damage to solid waste management facilities at Karantina and Bourj Hammoud as well as to the
health care waste management system of three hospitals in Beirut. In addition, critical contamination at the
explosion site and the generation of significant quantities of waste streams, for which management systems
are not available, have impacted the area’s natural ecosystems and require urgent attention in the aftermath of
the disaster.

Prior to the explosion, the urban services sector was already suffering from significant constraints and
weaknesses. The electricity sector, dominated by EDL, was facing long-term challenges, weak oversight, and
lack of transparency. It has also long been a major source of Lebanon’s fiscal deficit and has been unable to
meet growing electricity demands. Similarly, municipalities were experiencing severe constraints in their ability
to provide services before the port explosion. Challenges include, among others, municipalities’ limited fiscal
and technical capacities, a weak own-source revenue base and unreliable central fiscal transfers, and a lack of
coordination with line ministries and service providers. At the same time, environmental governance has long
been neglected and requires a long-term strategic agenda. Although Lebanon has promulgated many important
environmental regulations, their enforcement and monitoring are very weak. Collectively, these challenges have
resulted in poor urban services, which has hurt the government'’s legitimacy and weakened the social contract
between citizens and local authorities.

The explosion has severely impacted the public services infrastructure in the surrounding area. Of 813 health
facilities within the 6-km radius of the explosion, 292 have suffered damage, reducing access to care, especially
for the vulnerable. With higher demand for health services and the population’s vulnerability after the blast
coming on top of the COVID-19 pandemic, the situation presents an unprecedented setback to the health system
and the population’s health. Shortage in PPE, medications, and medical supplies have increased. In addition,
84 of the 241 public and private schools in the 6-km radius of the explosion suffered damage, reducing access
to education, especially for the most vulnerable children. Despite damage, the water supply and wastewater
networks are still functional, which has allowed the water utility to maintain and restore emergency access.
However, water quality may be adversely affected by toxic substances from the explosion.

Essential public services related to health, education, and water were already strained by the protracted
Syrian refugee crisis, the compounded economic and political crisis, and the COVID-19 pandemic. Lebanon'’s
health sector is highly inequitable, with around half of the country’s citizens lacking formal coverage, and the
Ministry of Public Health serving as the insurer of last resort for hospital care. Similarly, learning quality in the
education sector has declined over the last decade, and today more than half of students do not achieve basic
proficiency in reading, math, and science. Almost 50 percent of the country’s Syrian refugee children between
6 and 17 years are out of school. The education system shows high inequities, with boys and girls from poor
households being at high risk of dropping out or not attending at all. Many of these children are exposed to
child labor, early marriage, and various forms of violence; and they have significantly lower learning outcomes
than students from the wealthiest households. In the water sector, about half of the supply is unaccounted for,
while only 8 percent of sewage is effectively treated. The main reasons for this situation include lack of human
resources, low revenue collection, poor infrastructure for water and wastewater, as well as inadequate operation
and maintenance.
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| PEOPLE-CENTERED RECOVERY

The services and infrastructure sectors require immediate actions in several priority areas to kick-start
recovery. This will require conducting detailed assessments and developing a vision, strategies, and action plans
for recovery; clearing rubble and debris, as well as facilitating and repairing partially destroyed housing and
infrastructure; restoring services, with a focus on the vulnerable; ensuring cargo processing at the ports for
continuity of supply chains and food security; and strengthening institutions by addressing immediate needs
and setting up coordination mechanisms.

REFORMS/POLICY CHANGES

> Develop a detailed housing recovery strategy and action plan, linking housing to wider urban recovery while
remaining sensitive to heritage and the environment.

INVESTMENTS/PROGRAMS

> Repair all minimally or partially damaged housing units of economically and socially vulnerable households;
stabilize heritage housing.

> Launch a rental subsidies program for the most vulnerable among the displaced.

INSTITUTIONAL STRENGTHENING

> Establish a city-wide, multi-stakeholder platform to develop a housing and urban recovery strategy; define
organization and implementation measures.

REFORMS/POLICY CHANGES

> Establish a vision and reform principles for the port sector, to inform the reconstruction strategy.

INVESTMENTS/PROGRAMS

> Conduct detailed assessments of contamination at the explosion site and address immediate needs, including
site clearance, silo dismantling, rubble removal, dredging, removal of damaged vessels, and safe management
of waste (including grains and hazardous waste).

> Facilitate general cargo processing at the Beirut container terminal, the Port of Tripoli, and/or the Port of
Saida; set up temporary storage and warehousing solutions to ensure the continuity of supply chains and
reduce food security risks.

> Address the immediate needs of clearance processes and storage to restore capacity, resume inspections, and
minimize delays and disruptions to supply chains.

URBAN SERVICES

REFORMS/POLICY CHANGES
> Establish a vision that lays out sector reform needs and actions.
INVESTMENTS/PROGRAMS

> Complete measures on the distribution network to temporarily restore electricity service in the explosion
area.
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INSTITUTIONAL STRENGTHENING

> Prepare anaction plan for restoring EDL's essential functions in line with the vision of the utility’s future role
as a transmission operator in Lebanon'’s electricity sector.

Municipal services

REFORMS/POLICY CHANGES

> Develop a framework that consolidates the process for obtaining repair, rehabilitation, and reconstruction
permits and is coherent with the housing recovery action plan and strategy.

INVESTMENTS/PROGRAMS

> Rehabilitate damaged®® roads and mobility infrastructure, storm water drainage, public spaces, buildings
owned by municipalities, and social housing.

INSTITUTIONAL STRENGTHENING

> Establish aone-stop shop in the Beirut and Bourj Hammoud municipalities for a consolidated process ?'obtain
repair, rehabilitation, and reconstruction permits for damaged municipal services, residential and commercial
properties, and cultural heritage buildings , among other facilities; coordinate and share responsibilities
among service providers, line ministries, and municipalities; communicate and disclose information, budgets,
and expenditure for citizens.

Environment

REFORMS/POLICY CHANGES
> Develop a strategy and action plan for greening reconstruction and urban design for the city of Beirut.

INVESTMENTS/PROGRAMS

> Conduct detailed assessments of the waste streams outside Port of Beirut, implementing priority waste
management interventions (such as rubble), and rehabilitating damaged waste management infrastructure
(e.g., sorting facility at Karantina, composting facility at Coral, health care waste facilities).

INSTITUTIONAL STRENGTHENING

> Establish a collaborative platform for stakeholder engagement in greening the reconstruction agenda;
strengthen environmental monitoring and enforcement of environmental, health and safety measures in
Beirut, including the port.

PUBLIC SERVICES

REFORMS/POLICY CHANGES

> Align the mechanism to identify the most vulnerable with those used by other sectors (e.g., social protection);
expand it as needed to reach the vulnerable with subsidized essential health services.

20 Based onthe RDNA, partially damaged infrastructure that needs immediate repairs and rehabilitation.

21 Specialized permits for cultural heritage buildings, information for technical guidance for contractors, and capacity building
for municipal staff and inspectors will be provided through the one-stop shop. It should also host regulations and financing
options for CCI.
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INVESTMENTS/PROGRAMS

> Support implementation of a subsidized package of Primary Health Care services through a network of 21
Primary Health Care Center (PHCCs) in the explosion affected area (the Ministry of Public Health's Immediate
Response Model).

INSTITUTIONAL STRENGTHENING

> Establish a 3RF multi-stakeholder health coordination platform with balanced representation of civil society
and other relevant stakeholders to ensure the transparency, effectiveness, and efficiency of the health
response; reinforce the referral system, through stronger intra-ministerial cooperation and coordination;
convene regular (e.g., biannual) multi-stakeholder health forums.

REFORMS/POLICY CHANGES

> Implement the policy for remote/hybrid learning and localization of Back-to-School plans to ensure that
quality learning is delivered and that, when possible, schools are safe reopen; Integrate psychosocial well-
being into formal and non-formal education programs.

INVESTMENTS/PROGRAMS

> Support safe schools’ and other education facilities' reopening and operation to allow children and youth
to resume learning in school (includes technical and vocational education and training as well as tertiary
education; and provide multiple learning pathways, including hybrid and/or remote learning using both high
and low technology, with a focus on the most vulnerable children and youth during school closure.

INSTITUTIONAL STRENGTHENING

> Ensuring close consultation with key stakeholders including, relevant ministries, international partners,
parliamentary committees, CSOs, the private sector, teachers’ unions, and communities on education reform
and the recovery and reconstruction agenda.

REFORMS/POLICY CHANGES

> Ratify the updated National Water Sector Strategy.

INSTITUTIONAL STRENGTHENING

> Provide technical assistance to the water utility most impacted by the blast, the Beirut Mount Lebanon Water
Establishment (BMLWE), especially on operations and maintenance costs of the main infrastructure.

> Institutionalize the Water Executive Committee to pilot transparent implementation of the updated water
sector strategy and strengthen the role of municipalities within its framework.

REFORMS AND
RECONSTRUCTION

Additional priority actions are needed in the immediate and short term to scale up recovery and reconstructionin
themediumtolongterm.Theseinclude conducting detailed damageassessments; formulating policy frameworks
and adopting or ratifying laws and strategies as needed; creating an enabling environment for leveraging
private investment; staffing and strengthening institutions with a focus on transparency, accountability, and
inclusiveness; reconstruction of housing, historic buildings, and infrastructure to restore shelter and services for
the poor and vulnerable; and upgrading of affected and vulnerable neighborhoods.
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REFORMS/POLICY CHANGES

> Adopt policy interventions to lower housing costs and incentivize investment in affordable housing solutions
as part of reconstruction.

> Develop a national housing policy with an emphasis on affordable housing markets and urban regeneration;
make it part of an integrated approach for neighborhood upgrading.

INVESTMENTS/PROGRAMS

> Incentivize and assist with repairs and conservation of historic residential buildings by the end of 2021; support
both owner-driven and community-led approaches for historic neighborhoods.

> Reconstruct housing units for the most economically and socially vulnerable; provide strategic guidance,
technical and financial support, and capacity building for tenants and homeowners.

INSTITUTIONAL STRENGTHENING

> Establish a monitoring system for the housing supply chain (construction materials and price levels) and the
rental market, including market indicators such as vacancies and individual evictions (targeting the poor,
refugees, and migrant workers).

Port

REFORMS/POLICY CHANGES

> Enact a new port sector law addressing the port authority's operations as well as customs. The law would
define the respective roles of the government, the port authorities, and commercial operators, as well as the
relationships between them in terms of duties, rights, and responsibilities. It would be based on the landlord
port principles, opening up commercial operations and reconstruction to the private sector under a clear
regulatory framework to safeguard the public interest and ensure full transparency in financial management
and operations from the port authority.

> Develop anational strategy for economic corridors and ports/maritime clusters, revisiting the siting and sizing
of the port; rebalance roles and investments in the Tripoli port and other logistics infrastructure such as
dry ports and the rail network; use an economic corridor approach to better position Lebanon to play an
important role as a regional hub for maritime transport.

> Review the Port of Beirut master plan in light of the guidelines and principles set in the national strategy
to optimize the number, size, and location of facilities; address urban congestion around the port; enhance
logistics efficiency and the handling of hazardous goods.

INVESTMENTS/PROGRAMS

> Reconstruct the enabling infrastructure at the port and identify potential public-private partnerships (PPPs)
to leverage private investment and support the recovery and reconstruction program. This would include
redefining the principles for the container terminal concession, regularizing existing contracts, and preparing
reconstruction contracts in line with the new port sector law, procurement reform, and the law on PPPs.

INSTITUTIONAL STRENGTHENING

> Establish a new port authority and nominate a board in a transparent manner based on professional
qualifications, with responsibilities and accountabilities clearly spelled out. Encourage women's involvement
in leadership and management positions, including the board.

> Recognize and define the mandate and role of port communities in management of the sector and monitoring
of its performance. In addition to the port authority, local port communities would have an official role as part
of the new port sector law, to establish from the outset a clear pattern of trust among all port stakeholders.
Both in Beirut and Tripoli, organize these communities by identifying local champions who have the trust of
their peers and the necessary clout to bring together all port stakeholders.



52

> Build capacity at the ministerial and port levels through peer secondment and trainings to ensure that both
levels are fully aware of the laws, decrees, decisions, and institutional and regulatory frameworks; that
they have the expertise required to carry out their duties; and that women are encouraged and trained for
leadership positions.

URBAN SERVICES

REFORMS/POLICY CHANGES
> Recruit members of the Electricity Regulatory Authority (ERA) and operationalize ERA.

> Establish private sector concessions for the distribution network before expiration of the distribution service
provider contracts.

> Revise building codes and facilitate concessional financing to incentivize energy efficiency and renewable
energy upgrades (initially for reconstruction of damaged or destroyed buildings in Greater Beirut, then
expanded to other parts of the country).

INVESTMENTS/PROGRAMS

> Repair the Achrafieh electricity substation, clearing rubble and rebuilding EDL's administrative office, data
center, and the National Control Center (along with its backup center).

INSTITUTIONAL STRENGTHENING

> Establish an interim public consultation mechanism to ensure public support for sector plans and the
development and recovery of EDL pending the operationalization of ERA; include public consultation for
regulatory rulemaking and approval of sector plans and investments.

Municipal Services

INVESTMENTS/PROGRAMS

> Upgrade the industrial and commercial area in Bourj Hammoud, with urban regeneration and upgrading of
affected and vulnerable neighborhoods.

INSTITUTIONAL STRENGTHENING

> Establish public consultation mechanismsforreconstruction plansto ensurethat citizens'needsareintegrated
into these plans; include traditional channels, municipal website, and one-stop shop as well as social media.

Environment

REFORMS/POLICY CHANGES

> Develop the legal framework for storage and handling of chemicals and complete needed regulations/
standards related to the Integrated Solid Waste Management (ISWM) Law, hazardous waste decree, and other
existing legislation.

> Adopt the national ISWM Strategy and develop a participatory solid waste management plan for Beirut.
INVESTMENTS/PROGRAMS

> Implement management plans for various waste streams (including hazardous material, electronic waste, and
scrapped vehicles) and for restoring affected natural ecosystems (marine and green cover).

INSTITUTIONAL STRENGTHENING

> Conduct an inventory and audit of chemical stockpiles and hazardous materials in Beirut.
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PUBLIC SERVICES

REFORMS/POLICY CHANGES

>

Develop a phased universal health coverage strategy to progressively expand beyond Primary Health Care
access for the most vulnerable in the blast-affected areas; ensure coverage of (i) additional services at
secondary and tertiary levels of care and (ii) people in the rest of the country.

Update the COVID-19 response strategy to include revised mitigation measures; reimbursement schemes for
hospitals and development of COVID-19 vaccination deployment and operational plan.

INVESTMENTS/PROGRAMS

>

Reconstruct heavily damaged facilities (with priority to those in the public sector) in line with green energy
solutions and ensuring accessibility and inclusion for people living with disability; develop mechanisms for
retaining health personnel and for procuring essential medicines and medical supplies; strengthen supply
chain management.

Supportimplementation of a subsidized package of Primary Health Care services through a network of Primary
Health Care Centres (PHCCs) at national level.

Supportimplementation of the Ministry’s “payer of last resort” scheme for hospital care for vulnerable groups
in the affected communities.

REFORMS/POLICY CHANGES

>

Prepare a new 5-year Strategic Education Sector Plan using recent evidence and engage in broad public
consultations. The plan should focus on immediate, medium, and long-term needs for better learning at all
levels, including early childhood education building on the school quality assurance framework.

INVESTMENTS/PROGRAMS

>

Immediate rehabilitation and reconstruction, including refurbishing of damaged furniture and equipment,
based on the final technical assessments of damages education facilities.

REFORMS/POLICY CHANGES

> Ratify the revised Water Code, which was approved in 2018, and its related decrees; restructure the water

tariff.

INVESTMENTS/PROGRAMS

> Undertake in-depth damage assessments of water and wastewater assets; rehabilitate and strengthen

damaged facilities, applying modern standards for operation and climate proofing considerations.

INSTITUTIONAL STRENGTHENING

> Upgrade the customer database at BMLWE and incentivize households to register their connections officially.

> Rebuild customer-centric communication and dialogue between the BMLWE and civil society organizations.
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| SUMMARY OF PRIORITY COSTS

The immediate recovery costs for Pillar 4 are estimated to be around $307 million, while the short-term reform

and reconstruction costs are estimated to be over $781 million (Table 5).

TABLE 5: PRIORITY COSTS FOR PILLAR 4

Track 1: Track 2:
People-Centered Recovery (S) Reforms and Reconstruction ($)
Housing 209,650,000 32,409,250
Port 33,750,000 313,500,000
Urban Services 46,820,000 113,773,000
Public Services 16,650,000 322,206,362
PILLAR 4 TOTAL 306,870,000 781,888,612
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A NEW PARTNERSHIP MODEL
AND 3RF INSTITUTIONAL
ARRANGEMENTS

Successfully implementing the 3RF and addressing the priority needs identified in the RDNA call for a new
partnership framework, with strong coordination between the government, international partners, civil
society and the private sector. The framework should reflect a commitment to mutual accountability and a joint
vision on the best way to implement the 3RF. As part of implementation, a set of principles for a new approach
and set of commitments should be developed and agreed upon by all stakeholders. A key priority will be the
inclusion of civil society and the private sector in high-level dialogue and decision-making fora. International
support and financing will also depend on the government of Lebanon'’s ability to demonstrate credible progress
on reforms as well as its strong commitment to accountability, transparency and citizen engagement.

Institutional arrangements to support implementation of the 3RF will form part of an integrated and light-
touch architecture. Implementing the 3RF will require institutional arrangements to be flexible and responsive
to evolving needs and opportunities. The architecture will complement existing or recently established
arrangements for government-development partner or multi-stakeholder coordination, notably the CEDRE
arrangements. Monitoring and reporting mechanisms should be designed to inform decision making and
communicate tangible results to citizens. The proposed architecture is likely to evolve over time, as the 3RF
process becomes a multi-year, medium-term recovery and reconstruction agenda and as the government puts
in place dedicated mechanisms for intra-ministerial coordination and support. Governance arrangements for the
proposed Lebanon Financing Facility (LFF), which would serve as a pooled financing mechanism to support 3RF
implementation in the short term, would be part of the wider 3RF institutional arrangements.

The proposed institutional arrangements are structured around: (1) a Consultative Group, (2) a Steering
Committee, and (3) a Technical Team and Secretariat (Figure 2). These arrangements will build on existing
coordination mechanisms, including Sector Working Groups. Implementation oversight would also be conducted
by a civil society—led Independent Oversight Body.

The Consultative Group (CG) would serve as a platform for overarching strategic guidance and direction on
implementation and for high-level policy dialogue on 3RF priorities. Comprised of government, donors, CSOs,
and the private sector, it would ensure balanced representation between international and Lebanese actors,
enable coordination across actors and financialinstruments, and facilitate linkages between the political process
and humanitarian and development activities to support an integrated approach to 3RF implementation. The CG
would also monitor progress and adherence to 3RF commitments and partnership principles, as well as identify
funding gaps and critical priorities for resource mobilization. Government participation under the leadership of
the (deputy) Prime Minister needs to be underpinned by a mechanism of strong inter-ministerial coordination.

As a subset of the Consultative Group, the Steering Committee (SC) would be the shared governing body for
the proposed Lebanon Financing Facility, to ensure that financing aligns with 3RF priorities. The SC would
provide a multi-stakeholder forum comprised of contributing donors, the government, and CSO/NGO and private
sector representatives and would focus specifically on the proposed facility's implementation. It would guide
and endorse allocations, annual work plans, and budgets (while taking into account other sources of financing).
The SC would also review key documents, including project proposals and annual financial and progress reports
to ensure that activities align with 3RF priorities. It would advise on priority areas and selection criteria to guide
the financing facility's allocation decisions.
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FIGURE 2: INSTITUTIONAL ARRANGEMENTS

Independent Oversight Body 3RF Consultative Group (CG)
Key Roles: Chairs: Gov, Doner (rotating), CSO (rotating)
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financing [— Owersight —¥ UN, EU, dev partners, CSOs/NGOs, community-based orgs,
» Periodic reports disclosed to the public and presented private sector "
to the CG Frequency of Meetings: Quarterly
= Collects feedback from beneficiaries and citizens and Key Roles:
report on its findings * Strategic guidance and oversight of implementation
+ Coordination across actors and financing
* High-level policy dialogue on priorities and progress
Strategic
guidance
LFF Steering Committee (SC)
Chairs: EU, UN, WB
Members: High-level reps of donors [Contribution=55 million];
*| Lebanese authorities (2-3 seats); NGO/CSO/Private Sector (2-3 Organize meetings
—_—F seats}l Progress reports
Frequency of Meetings: Quarterly
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+ Governing bady for Lebanon Financing Facility (LFF)
Organize meetings * Ensures alignment of financing with 3RF priorities
Reporting « Guides [ endorses TF allocations, work plans, budgets
Budgeting
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Recommendations Technical Team & Secretariat
| Composition: Senior tech specialists from UN, EL, WB with
support from dedicated Secretariat team
Key Roles:

* Support to governance architecture and 3RF technical
coordination and implementation

* Support for monitoring / oversight

* Prepare progress / financial reports

Support from the Technical Team and Secretariat will be essential at all levels of the 3RF governance
framework. This entity would be responsible for supporting technical coordination of the 3RF and promoting
coherence between efforts of the government, donors, and civil society. It would also support agreed
arrangements for monitoring and oversight (including monitoring of financing streams), as well as inform the CG
on overall 3RF strategic progress. In addition to supporting the CG, the Secretariat will handle functions related
to administration of the proposed financing facility. Responsibilities would be performed by dedicated staff,
(co-)financed or seconded by the UN, World Bank Group, or EU.

In addition, existing pillar or Sector Working Groups (SWGs) would be leveraged to promote coordination
across programs and sectors on the priorities of the 3RF, as well as knowledge sharing and policy coherence.
SWGs would discuss technical issues pertaining to specific 3RF thematic areas and serve as a sounding board
for design of projects, including those for the financing facility. New SWGs should only be established on an as-
needed basis and in response to coordination gaps identified by key stakeholders (e.g., by the technical team or
Secretariat).

As part of wider 3RF institutional arrangements, an independent oversight body would be established, to
be led by civil society. It would monitor 3RF implementation progress and use of the proposed facility and
other financing by implementing agencies. Its periodic reports could be presented to the CG and disclosed to
the public. The body could also receive complaints and feedback from beneficiaries and citizens and report on
its findings.
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MONITORING AND
ACCOUNTABILITY
ARRANGEMENTS

Rebuilding the Lebanese people’s trust will provide the foundation for successful recovery: a recovery that not
only deals with losses and damage, butalso helpsthe country get back onapathtoward sustainable development.
Accountability and transparency arrangements will be critical and will need to adequately resourced, particularly
given the high levels of public concern about the management of the reconstruction process.

Results Monitoring

The 3RF Consultative Group will set clear overall outcomes and indicators for the different phases of the 3RF,
and monitor adherence to each of the underlying principles. Results monitoring will be based on principles of
simplicity and promote a learning culture to inform, and where necessary, adapt delivery of the recovery program.
Reporting will be supplemented by regular population perception surveys, and, where appropriate, by satellite
and drone imagery, for example to monitor infrastructure rehabilitation.”

Risk Management

Risks and associated mitigation measures will be identified in the early stages of design and implementation
of the 3RF program. An activity’'s risks will be measured against its benefits, rather than simply by choosing the
lowest-risk option. Options for minimizing, avoiding, sharing or mitigating, and accepting risks will be developed
based on the likelihood and potential impact of the risk.

Risk will then be actively managed, for example by making risk management a standing agenda item of sector
group and Consultative Group meetings. Sector groups will manage risk within the scope of their regular
activities and escalate those that require higher-level attention to the Consultative Group as part of a positive
risk culture. In particular, corruption risk management processes will need to be put in place, not just around the
rehabilitation and reconstruction programs, but also through a prevention lens: for example, around the port
management system, and in the electricity sector.

laints Mechanism and Protection of Whistle-blowers

Provisions will be made for: (i) the confidential submission of complaints; (ii) the protection of incentives for
reporting; and (iii) the protection of whistle-blowers, based on the 2018 Whistle-blower Protection Law. It will
beimportant to work through the existing taskforce on whistle-blower protection, already established under the
national anti-corruption strategy.

Financial Tracking and Transparenc

As Lebanon is a country with multiple frameworks®* and numerous international donors, a comprehensive and
locally owned aid tracking tool will be necessary to ensure sustainability, transparency, and efficiency. While an
online tool is the best approach, given the urgency of the recovery response and potential delays in initiating
such atool, an offline approach will be adopted first and then gradually transition to an online system. To enable
flexibility for different reporting requirements and ensure maximum coherence and coverage in reporting, the
dataincluded in the tool will be made publicly available. Beyond the financial aid tracking, and in order to ensure

22 This could include using the Recovery Observatory Demonstrator capabilities (EU Copernicus Risk and Recovery service,
EU Copernicus Support to External Actions, resources provided by space agencies and partners from Committee on Earth
Observation Satellite [CEOS] Disasters Working Group).

23 In terms of tracking systems, Lebanon already has the following: Lebanon Aid Tracking, led by RCO with support from LCRP
interagency (for LCRP) and OCHA (for LEA); Lebanese Emergency Appeal Financial Tracking, led by OCHA; OCHA-Financial
Tracking System, global, led by OCHA, Beirut Port Disaster Donor Coordination Platform, led by the government of Lebanon.
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full transparency on 3RF implementation, an online platform will be set up as a “one-stop shop” for all relevant
information about the 3RF.

Communications

Effective public communication can provide citizens with truthful and accurate information, engage them in
the recovery effort, help debunk false or misleading information, and support a better understanding of public
attitudes including fears, concerns, and expectations. Together, this can help restore trust.

> Public communications on progress reporting will be made available on a timely basis. Financial tracking data
will be made available online as promptly as possible.

> The provisions of the 2017 Law on Right to Access to Information will be respected, along with the National
Plan on Supporting the Implementation of this law.

> Communications will be coordinated with trusted figures in civil society and the media, including social media
influencers. Where possible, arrangements will enable two-way communication - for example, as comments
and in forums.

> Tracking and debunking of rumors and misinformation will take place on a real-time basis. This also sets the
stage for the 3RF stakeholders to be held accountable on a regular basis.
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The priority needs of the 3RF are estimated at $584 million for the people-centered recovery track (of which
$426 million for the first year), and at $2 billion for the reform and reconstruction track (Table 6). A more detailed
breakdown of priority costs per pillar is included in Annex B. The widespread damages and large reconstruction
needs will require mobilizing a mix of public and private resources, including through public-private partnerships.
However, the government's collapse of revenue and inability to borrow significantly reduces its ability to finance
recovery and reconstruction in the immediate and short-term. Moreover, the financial and banking crisis
accompanied by high levels of political instability and social unrest limit the potential for mobilizing private
sector finance — at least in the short-term, and without guarantees to “de-risk” private investments. To provide
immediate support for socio-economic recovery grant financing will therefore be required.

TABLE 6: ESTIMATED FINANCING NEEDS

Track 1: Track 2:
People-Centered Recovery (5)  Reforms and Reconstruction ($)

Pillar 1: Improving Governance 4,750,000 4,325,000
and Accountability

Pillar 2: Jobs and Economic 97750,000 196,825,000
Opportunities

Pillar 3: Social Protection, 174,800,000 1,018,330,000
Inclusion and Culture

Pillar 4 Improving Services 306,870,000 781,888,612
and Infrastructure

TOTAL 584,170,000 2,001,368,612

In this environment, the 3RF envisages a two-phase financing strategy for recovery and reconstruction (Figure
3). It will build on funding from humanitarian sources and the in-kind support mobilized by the Lebanese people
themselves for the immediate response to the explosion. In the short term, international grant financing will
be required to kick-start recovery and support urgent needs while advancing on essential reforms in parallel
(phase1). Once progress has been made on key reforms and macroeconomic stabilization, concessional loans and
private finance can support reconstruction and help set Lebanon back on a path toward stability, growth, and
sustainable development (phase 2).
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FIGURE 3: PHASED 3RF FINANCING STRATEGY
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BASELINE: IMMEDIATE POST-
EXPLOSION RESPONSE

The immediate post-blast response began with the people of Lebanon helping each other. Soon after the shock
of the blast had subsided, volunteers began sweeping the streets, caring for the wounded, repairing homes, and
distributing donations and food through neighborhood centers. The Lebanese diaspora has also been active in
the response, remitting funds to family members, and in some cases returning to Beirut to help in the clean-up
and repair efforts. Alongside all this, local crowdsourcing efforts have been putin place, both independently and
through Lebanese NGOs, CSOs, and businesses.

These local efforts were rapidly complemented by international humanitarian financing. A three-month Flash
Appeal was issued on August 14, raising $161 million® toward the revised $195 million request. Alongside this, in-
kind aid, mostly in the form of food, water, and construction materials, has been received from countries around
the world.

Despite the existing financial and banking crisis accompanied by lack of liquidity, Lebanon’'s central bank
instructed local commercial banks to issue zero-interest U.S. dollar loans, to be repaid over the next five years, so
that people and businesses can rebuild their houses, businesses, and shops. The facility has been made available
by commercial banks through credit lines.

While financing for the immediate post-blast phase is now more or less exhausted, contingency options for any
further shocks will remain live: for example, global pooled mechanisms such as the Central Emergency Response
Fund, and further injections of humanitarian finance.

24 Figures correct at 23 September
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PHASE 1: PEOPLE-CENTERED
RECOVERY

Financing for immediate people-centered recovery priorities, as outlined in the 3RF, will be largely reliant on
support from the international donor community. Grant financing will provide an indispensable source of
funding for recovery and small-scale reconstruction. While grant financing is insufficient and not an appropriate
financing source for large-scale reconstruction needs, it can play a catalyzing role in jump-starting programs
to address the critical recovery needs of the most vulnerable groups, helping them cope with the multiple
shocks they have been exposed to. It can also prepare the ground for more sustainable financing solutions for
reconstruction financing, and support urgent reform or institutional strengthening measures.

A new Lebanon Financing Facility will be set up to pooland align grant financing under the strategic guidance of
the 3RF Consultative Group and governed by a dedicated Steering Committee. This will strengthen coherence and
coordination across sectors and institutions. Its scope will be ring-fenced to immediate and short-term recovery
and reconstruction activities, which will support reforms aligned with the vision and strategic objectives of the
3RF. It will channel donor grant resources to people and businesses that have impacted by the explosion using a
variety of flexible, nongovernmental implementation modalities (UN agencies, NGOs, the private sector, World
Bank Group), with strong fiduciary monitoring and oversight. This could help speed implementation even in the
absence of afully functioning government. The facility’s funds willalso help prepare the ground for reconstruction
and for phase 2 of recovery and reconstruction financing.

However, this financing strategy recognizes that there will be other ways of delivering international development
finance. A share of international aid to Lebanon and the 3RF priorities will likely be delivered through existing
programs and budget allocations as well as through new bilateral grants that target specific 3RF sectors and
programs. In some cases, the resources of previously approved financing envelopes will be reoriented toward
post blast-response using existing implementation channels, including the UN, international NGOs, and local
actors. All actors will need to demonstrate that their programs align with the objectives, priorities, and principles
of the broader 3RF framework; it will be essential to ensure close coordination to reduce overlap and increase
aid effectiveness. The 3RF institutional arrangements, as set out above, will need to play an important role to
support effective stakeholder coordination.

Flexible financing will be key: limiting activity-based earmarks will help ensure that financing for people-centered
recovery can adapt to the evolving environment in Lebanon. The efficiency and transparency of these financial
flows will be critical. In addition, all financing will need to be sufficiently risk-tolerant in this difficult operating
environment, as well as timely, so that essential rehabilitation and recovery efforts are put in place, especially
those that need to be delivered before the winter season.

PHASE 2: REFORMS
AND RECONSTRUCTION

The international community has clearly indicated that reconstruction and longer-term development assistance
will be contingent on the country’s commitment to a reform agenda.?® Until a functioning government is able
to institute critical macroeconomic and governance reforms, the country will not be able to access financing at
a scale sufficient to address its pressing needs for reconstruction of public infrastructure. Moreover, progress
on an IMF program that would mobilize the urgently needed external financing remains indispensable as a
foundation for the 3RF reform and reconstruction track.

Given the urgency to respond and the country’s financial and economic crisis, there is no alternative to moving
forward with a credible reform agenda, with specific measures that strengthen oversight and ensure more

25 Joint Statement of the International Support Group for Lebanon, September 23,2020.



64

efficient use of public spending for reconstruction. Reforms will need to be accompanied by the expansion of
targeted social safety nets, to ensure that the people of Lebanonare notadversely impacted by reform measures.

Once reforms are in motion and an authorizing environment is in place, international financing — from the
international financial institutions as well as bilateral actors — can also be provided through concessional loans
and guarantees. These, in turn, can mobilize other sources of finance.

In addition, private sector-led projects will need to play an increasingly important role in the sustainable
recovery of key productive sectors (industry, commerce, and services) as well as some of the reconstruction
efforts, notably high-value infrastructure such as the port. The 3RF financing strategy will therefore need to
explore opportunities for developmental financial institutions to help de-risk larger private sector-led projects.
Blended finance — the strategic use of development finance and philanthropic funds to mobilize private capital
flows — has the potential to shift the investment risk-return profile with flexible capital and favorable terms
in key sectors identified by the 3RF. Blended finance models are likely to emerge in sustainable recovery and
reconstruction efforts for sectors such as housing, commerce, industry, and infrastructure (such as the port).
They may also support public-private partnerships in viable areas of key infrastructure development, such as
energy, transport, waste management, health, education, and tourism.

Over time, the government of Lebanon will need to take responsibility for increasing public investments for
reconstruction viaappropriate budget allocations. It willalso need to ensure that this money is spent in ways that
achieve the maximum possible impact, while the transparency and accountability of these flows will be critical
to restoring trust between Lebanon's people and the state. Programs under the 3RF and beyond will be designed
with this objective in mind, to help ensure the financial sustainability of the country’s development efforts.



ED MACROECONOMIC INDICATORS
R LEBANON (2016-2021)

2016 2017 2018 2019 2020 2021
Est. Proj.
Real sector
Real GDP 1.5 09 -l.9 6.7 -19.2 -13.2
Real GDP per Capita’ 12 0.6 25 68 -19.6 -13.6
Agriculture (share of GDP) 4.0 4.5 44 5.0 4.7 4.7
Industry (share of GDP) 128 123 12.0 10.6 13.3 13.3
Services (share of GDP) 715 71.6 72.2 74.3 78.3 78.0
Net indirect taxes (share of GDF) 11.7 11.6 11.4 10.1 37 4.0
Money and prices
CPI Inflation (p.a) 0.8 4.5 6.1 29 75.0 40.0
I\\-'!lc:-rh'::..n'z 13 4.2 3.0 6.7 130.0 60.0
Investment & saving
Gross Capital Formation 227 214 20.8 18.5 6.3 4.2
o/w private 21.3 19.9 19.1 172 52 24
Gross National Savings 22 -1.5 -3.5 -2.7 -8.1 -3.7
o/w private -1.0 -4.8 -53 7.9 -3.4 -1.0
Central Government Finance
Revenue (including grants) 19.4 219 21.0 20.6 11.5 13.5
ol/w. laxrevenues 13.7 15.5 15.4 15.5 7.8 8.8
Total expenditure and net lending 28.6 28.6 320 32 17.3 18.1
Current 273 27.1 30.3 99 16.2 16.2
o/w Interest Payment 9.3 9.4 9.8 10.0 2.3 2.4
Capital & Net Lending (excluding foreign financed) 14 1.5 1.7 1.3 1.2 1.9
Overall balance (deficit (-)) 9.3 -6.7 -11.0 -10.5 -5.9 -4.6
Primary Balance (deficit (-)) 0.0 2.7 -1.2 -0.5 -3.6 -2.2
External sector
Cumrent Account Balance -20.5 229 -24.4 -21.2 -14.4 -8.0
Trade Balance -23.6 -24.7 -24.8 -24.9 -4.4 2.7
o/w Export (GNFS) 373 36.0 357 354 35.0 44.6
Exports of Goods 7.7 7.6 7.0 9.3 13.9 17.5
Exports of Services 296 284 28.7 26.1 21.1 271
o/w Import (GNFS) 60.9 60.8 60.5 60.3 393 41.9
Imports of Goods 35.0 347 344 350 127 242
Imporis of Services 259 26.1 26.1 252 16.6 17.7
Net private current transfers: 4.8 23 25 5.6 -10.4 -11.2
Net Remittances 6.6 52 4.2 6.1 10.1 14.1
Net Income reciepts -1.7 -0.5 2.1 -1.9 0.4 0.5
Capital Accounts 0 0 ] 1] 0 0
CGross Reserves (months of imports GNFS}"‘ 15.2 15.6 14.3 143 238 12.5
Total Public Debt
Total Debt Stock (in million US$) 74,900 79530 85,139 58,900 62,276 55,464
Debt-to-GDP ratio (percent) 146.3 149.7 154.9 1710 194.0 211.7

Memorandum ltems:
GDP (in million US$) 51,205 53,141 54,961 51,992 32,103 26,200

Source: Government data, and World Bank staff estimates and projections.

' Population figures, which include Syrian refugees registered with the UNHCR, are taken fromthe United Nations Population
Division

* Prior to 2020 this is M3, including non-resident deposits; 2020 and after, this is M0 (currency in circulation)

? Gross Reserves (months of imports GNFS) = (Imports of Goods & Services / Gross Res. excl. Gold)* 12

4 Total Imports using the BOP data from the Quarterly Bulletin of BDL



IEW TABLE OF 3RF PRIORITY COSTS

Priorities

TRACK 1: PEOPLE-CENTERED RECOVERY

GOVERNANCE PILLAR

Priority 1: PFM & Procurement 150,000 100,000 250,000
Priority 2: Anti-corruption, Integrity & Transparency 1,650,000 700,000 2,350,000
Priority 3: Human Rights & Justice 1,400,000 750,000 2,150,000
Governance Pillar Sub-total 3,200,000 1,550,000 4,750,000
ECONOMIC RECOVERY PILLAR

Priority 1: Restoring business activities and preserving jobs 95,300,000 8,200,000 96,000,000
Priority 2: Strengthening the insurance sector and digital 1,000,000 200,000 1,200,000
financial services

Priority 3: Expediting urgent business environment 200,000 550,000 550,000
reforms

Economic Recovery Pillar Sub-total 96,500,000 8,950,000 97,750,000

SOCIAL PROTECTION, INCLUSION & CULTURE PILLAR
Priority 1: Social Protection 55,550,000 15,150,000 70,700,000
Priority 2: Social Cohesion, Inclusion and Gender 18,700,000 8,400,000 27,100,000
Priority 3: Culture 44,800,000 32,200,000 77,000,000
Social Protection, Inclusion & Culture Pillar Sub-total 119,050,000 55,750,000 174,800,000
SERVICES & INFRASTRUCTURE PILLAR

Priority 1: Housing 146,250,000 63,400,000 209,650,000
Priority 2: Port Rehabilitation/Governance 21,250,000 12,500,000 33,750,000
Priority 3: Urban Services 34,595,000 12,225,000 46,820,000
Priority 4. Public Services 5,475,000 11,175,000 16,650,000
Services & Infrastructure Pillar Sub-total 207,570,000 99,300,000 306,870,000
TOTAL RECOVERY TRACK 426,320,000 165,550,000 584,170,000
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Priorities

TRACK 2: REFORM AND RECONSTRUCTION

GOVERNANCE PILLAR

Priority 1: PFM & Procurement 1,025,000 525,000 1,550,000
Priority 2: Anti-corruption, Integrity & Transparency 1,400,000 650,000 2,050,000
Priority 3: Human Rights & Justice 475,000 250,000 725,000
Governance Pillar Sub-total 2,900,000 1,425,000 4,325,000

ECONOMIC RECOVERY PILLAR

Priority 1: Restoring business activities and preserving jobs 67,750,000 125,250,000 193,000,000

Priority 2: Strengthening the insurance sector and digital 650,000 150,000 350,000
financial services

Priority 3: Expediting urgent business environment 1,925,000 1,550,000 3,475,000
reforms

Economic Recovery Pillar Sub-total 70,325,000 126,950,000 196,825,000

SOCIAL PROTECTION, INCLUSION & CULTURE PILLAR

Priority 1: Social Protection 565,920,000 305,110,000 871,030,000
Priority 2: Social Cohesion, Inclusion and Gender 400,000 2,900,000 3,300,000
Priority 3: Culture 58,350,000 85,650,000 144,000,000
Social Protection, Inclusion & Culture Pillar Sub-total 624,670,000 393,660,000 1,018,330,000

SERVICES & INFRASTRUCTURE PILLAR

Priority 1: Housing 21,717,500 10,691,750 32,409,250
Priority 2: Port Rehabilitation/Governance 5,500,000 308,000,000 313,500,000
Priority 3: Urban Services 73,348,000 40,425,000 113,773,000
Priority 4: Public Services 96,735,000 225,471,362 322,206,362
Services & Infrastructure Pillar Sub-total 197,300,500 584,588,112 781,888,612

TOTAL REFORM & RECONSTRUCTION TRACK 895,195,500  1,106,623,112 2,001,368,612
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