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Executive Summary

The CEDRE conference provided yet another opportunity for
Lebanon to spur investment in its heavily strained infrastructure.
The Government of Lebanon managed to secure pledges worth

$11 billion in return for the implementation of a structural reform
program. Yet, the inability of the government to uphold reform
promises made at past donor conferences raises serious questions
regarding its credibility in undertaking reform. Looking at the
Paris III conference, this policy brief maps out promised reform
measures and examines the quality of progress reporting by the
government. We demonstrate how limited the success of the reform
program was, as less than one-quarter of it was implemented at
the end of the reporting period. The quality of reporting was
exceptionally low and served as a means by which the government
diluted accountability. To avoid the same fate, the government
must be pressured by domestic actors as well as the international
community to properly and accurately report its progress in order
to ensure that promised reforms made at the CEDRE conference
will be implemented.
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It is noteworthy that the
reported number of countries
and institutions attending
the conference is inconsistent
across reports, sometimes
within the same document.
Moreover, the pledged
amounts per donor country
reported in the progress
reports deviates from the
amount reported in the
conference document. These
inconsistencies hint at the
low quality of progress
reporting, as discussed below.
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Introduction

On 6 April 2018, the international donor community convened in Paris for the
‘CEDRE’ Conference to support Lebanon in its efforts to tackle lingering
economic challenges the country faces. The Government of Lebanon presented
the largest investment program in the country's history to improve its
deteriorated and heavily strained infrastructure, for which it received some
$11 billion in pledges. In return for support, the government is expected to
undertake reforms.

This conference is not the first occasion on which the government has
sought international support to address its economic challenges. The CEDRE
conference (or Paris IV) is already the fourth such meeting, following Paris I
(2001), Paris IT (2002), and Paris IIT (2007). On these occasions, a broad
range of international donors and institutions pledged significant amounts
for budgetary support and direct infrastructure investment to ensure macro-
economic stability and spur economic growth.

As in past conferences, the disbursement of $11 billion in loan pledges
made during the CEDRE conference is tied to the successful implementation
of a reform program. To ensure the disbursement of funds, the government is
expected to monitor, track, and report on the reform progress to the donor
community as well as to its citizens. However, given its record of implementing
structural reform, the government might face serious challenges in transparently
implementing the CEDRE reform program.

This policy brief examines the extent to which the government implemented
the Paris III reform agenda and reported on its achievements and failures. In
doing so, we review all eleven progress reports of the Paris III reform agenda
published by the Ministry of Finance from January 2007 to December 2009.
We quantify the implementation status of the agenda and examine the
government's track record in reporting and monitoring its progress. The brief
aims to inform donors, the government, and civil society about measures to
avoid repeating past mistakes.

A brief snapshot of Paris III

The Paris III conference, held on 25 January 2007, convened thirty-eight
donor countries and seven regional and international institutions that pledged
a total amount of $7.6 billion, of which about 50% has been disbursed to date.!
In return, the government committed to a wide ranging reform program—from
far-reaching institutional reforms such as privatization, fiscal adjustment,
and pension reform, to formulating strategy documents and administrative
measures. These reforms were aimed at alleviating Lebanon’s debt burden,
enhancing revenues, and inducing growth-enhancing structural reform. How-
ever, the reform program focused little on improving the capacity of social
programs, such as social security and health care.
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The full reform program is outlined in the first progress report and
comprises 117 reform items, divided into two parts and nine focus areas. The
first part was a fiscal adjustment program aimed at reversing ‘debt dynamics’
and placing ‘the debt-to-GDP ratio on a downward path by reducing interest
payments, and creating strong incentives for private sector productive
investment [sic].? The fiscal adjustment program includes both expenditure 2
and revenue measures, such as tax increases (VAT in particular) or a reduction First Progress Report, p.19.
of transfers to Electricité du Liban. The second part consisted of ‘Structural
Reform Measures’ in seven focus areas: Structural Fiscal Measures, Debt
Management, Privatization Programs, Social Sector Reform, Social Security and
Pension Reform, Growth Enhancing Structural Reform, and Program Oversight,
Implementation and Monitoring.

Fiscal reforms at the core of the program

Reviewing the distribution of reform measures across focus areas reveals that
fiscal measures constituted the core of the program (figure 1). While 55% of
all reform items address fiscal measures and privatization, all ‘social sector
reforms’ combined—comprising reform items from healthcare to pensions and
education—constitute some 20% of all reform items.

Figure 1
Share of reform items per category
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Tracking the reported status of each reform item across the eleven reports
reveals that the success of the reform program was limited and varied
significantly per reform area. Less than one-quarter of the reform program—
26 out of 117 items—was implemented (figure 2). About one-third of all
items were launched but not completed by December 2009.

Figure 2
Share of implemented, initiated, and non-implemented reforms on the
Paris III Reform Agenda

0% 10% 20% 30% 40% 50% 60% 70% 80% 90%  100%
M Completed M Initiated No Action

Source Calculation based on reform program in first progress report and subsequent progress reports.

The most successful reform areas relate to fiscal measures, in particular,
revenue enhancement (figure 3). For instance, the government managed to
reorganize tax collection by establishing new and strengthening existing
services in satellite offices and improving revenue collection. However, the
government failed to implement reforms related to privatization or debt
management. Moreover, the government was comparably more successful in the
social sector since most reform measures had comparably low requirements—
such as the drafting of reports and the establishment of committees—which

3 have little to no immediate effect on public welfare.?
See LCPS Policy Brief 'CEDRE

Reform Program: Learning Most notably, the only reform item related to program oversight and

from Paris IIT' for a detailed monitoring was not implemented. This reform was aimed at establishing an
review of institutional s . . , ) . .
requirements of the Paris III Oversight Committee’ from ‘representatives of key government agencies and

reform agenda. donors to oversee the implementation of proposed reforms and to ensure

4 proper monitoring of the various measures of the program.* As discussed
First Progress Report, p. 24. below, the failure to act on measures that ensure project oversight, particularly
the inclusion of external donors, reduced transparency and allowed the

government to dilute accountability.
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Figure 3
Reform status to reform area
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Beyond Reporting

Comprehensive reporting and monitoring of reform progress is essential for
transparency vis-a-vis both the international community and a country’s
constituencies. Accurate and transparent reporting thereby increases the extent
to which governments can be held accountable for successes and failures.
Conversely, selective or scant reporting can be used to induce misleading
perceptions about progress, priorities, project ownership, and spending patterns.

In the aftermath of Paris III, reporting constituted a means by which the
government diffused and diluted accountability for its reform obligations. At
the outset, progress reporting appeared to be comprehensive and proactive:
The Ministry of Finance published a progress report every three to four
months with the help of a private consulting firm. These reports track both
the pledges and disbursements made by each donor country as well as the
status of reform implementation per focus area.

However, reporting for the Paris III reform measures can be described as
unsystematic at best. Despite expansive and frequent progress reports, tracking
the status of reform efforts over the reporting period proves difficult. While the
first progress report lists the reform commitments by focus area, subsequent
reports do not systematically elaborate on the progress of each reform item.
Instead, the reports selectively focus on successful reform areas and those that
have required longer timeframes to be implemented or elaborated on.
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In fact, out of the ninety-one unimplemented measures throughout the
two-year reporting period, only twenty-one were tracked and reported in the
last progress report. Seventy reform items that were not implemented were
simply dropped from the reporting scheme over time. Thirty-seven of these
seventy reform items already dropped out of the second progress report and
were never mentioned in subsequent reports (figure 4). One such measure
included the establishment of the aforementioned ‘Oversight Committee’
under the auspices of the prime minister, which was designed to ensure
comprehensive and participatory oversight and monitoring of the reform
program. Moreover, all non-implemented reform items related to social security
and pension reforms and about half of the pledges under the privatization
program were dropped after the initial document.

Beginning with the third progress report, another thirty-three measures
were gradually dropped over the following reporting period. An additional
four measures were dropped from the third progress report, another three
measures were dropped from the fifth and sixth progress report, two measures
were left out of the eighth progress report, six measures were dropped from
the ninth report, three measures were not mentioned in the tenth report,
and twelve measures dropped out of the eleventh progress report. Only
twenty-one of the reform items that were not implemented continued to be
reported in the last progress report.

Neglecting the reporting of such large numbers of essential items of the
reform program reflects the low level of commitment on the side of the
government to fully implement the reform program. Such little attention paid
toward social sector reforms is particularly worrisome given its relative
underrepresentation in the reform program.

Figure 4
Number of non-implemented reform items dropped per progress report
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Policy Recommendations

Reporting and monitoring provide means to steer the attention of the public
and international donors toward developments favorable to the government.
Reporting during the Paris III reform program was highly selective, unsys-
tematic, and misleading. While the government only managed to implement
22% of the reform agenda by 2009, the progress reports not only highlighted
relatively successful reform areas, but dropped and neglected areas that
showed little or no progress. Almost 40% of those items that could not be
implemented remain officially unaccounted for and have not been mentioned
in subsequent progress reports. Nevertheless, the international community
disbursed disproportionately more funds than the reform progress would have
justified.

These numbers reflect the limited capacity or commitment of the government
to act on its obligations under a reform program. To increase the likelihood
of success of the CEDRE Conference, political pressure needs to be maintained
to justify further international donor contributions. Transparent reporting is
an essential means to this end.

This brief concludes with two policy recommendations that aim to increase
transparency and government accountability, and thereby promote the
successful implementation of the reform program.

Make Systematic Reporting Schemes Part of Conference
Agreements

The Paris IIT progress reports appear to have been subject to limited oversight
by the international community, who could have pressed for more accurate
tracking of contentious reform items. The failure to establish an oversight
committee—which was slated to be headed by the prime minister and repre-
sentatives of key donors—could have helped oversee the implementation of
reforms. The absence of such an oversight body facilitated inaccurate and
selective reporting as a means to dilute accountability over contentious
reforms and allowed the government to oversell its limited successes.

A systematic and comprehensive reporting scheme should be part of
the conference agreement itself. Donor countries along with independent
domestic actors should develop and insist on a reporting scheme that requires
the reporting of unsuccessful or not-yet started reform items. That way, donor
countries, as well as civil society, can articulate political pressure and hold
specific agencies and ministries accountable for inaction or diverted attention.

Increase International Oversight and Participation in
Reporting

The international community appeared to show little interest in overseeing
the reform progress. Among others, the Ministry of Finance stopped preparing
progress reports in December 2009, although the initial document indicates
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implementation timeframes until 2011. And while the government managed
to implement some 22% of all initially pledged reform items, the donor
community disbursed more than half of its pledged contributions. Neverthe-
less, on several occasions, reporting teams admitted that complete information

5 on disbursements by donors was not available,® which hints at insufficient
For example, 7% Progress e . .
Report pI_J 1s. ’ coordination between reporting teams, donor countries, and the government.

The international donor community needs to provide the institutional
resources for monitoring the progress of reform commitments in order to
strengthen ownership and ensure transparency. Donors must only disburse
their pledges in return for completion of reforms that benefit the Lebanese
people.
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