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RESULTS REVIEW AND RESOURCES REQUEST 
USAID LEBANON 

I. The Development Setting and Factors Affecting Program Performance 

Given the rap id ly  changing assistance envi ronment i n  Lebanon tha t  followed the 
end o f  the c i v i l  war i n  1991, and the uncertaint ies associated. w i th  the Middle 
East Peace process. USAID has u n t i l  t h i s  year managed Lebanon a c t i v i t i e s  on a 
r o l l i n g  two-year program cycle. w i th  annual act ion lan  updates approved by 
the A4lANE. This year. USAID developed the f i r s t  t l ree-year  Country Program 
Strategy and Performance Monitoring Plan f o r  Lebanon. 

USAID does not maintain a USDH presence i n  Lebanon. Due t o  i t s  assessment of 
d i rec t  threats t o  U.S. nationals, the  De artment o f  State continues t o  en jo in  R U.S. c i t i zens  from v i s i t i n g  Lebanon. T erefore. the country strategy and 
t h i s  R4 were developed i n  Washington by the ANE Bureau's Of f i ce  o f  Resource 
Al locat ion, the Of f i ce  o f  Middle East A f fa i r s ,  and the Strategy and Economic 
Analysis Of f ice,  w i th  support and involvement o f  the G Bureau Centers f o r  
Economic Growth and DemocracylGovernance. Without t r ave l  access, in te rac t ion  
w i th  customers and partners i n  Bei rut  i s  d i f f i c u l t .  USAID's loca l  s t a f f  
monitors progress and reports t o  ANE on pol i c y  and operational issues. 

I n  1995, USAID obligated 815.7 m i l l i o n  t o  Lebanon a c t i v i t i e s ,  representing 
$7.7 m i  11 i o n  o f  FY 95 funds plus $8.0 m i  11 i on  o f  FY 94 funds carr ied over from 
a period o f  FY 94 Congressional holds. Approximately 84l4.000 o f  FY 95 funds 
are carr ied over t o  FY 96. 

A. The Enabling Environment and Progress in the Overall USAID Program 

A.1 The Enabling Environment 

USAID's ob ject ive i n  Lebanon i s  t o  ass is t  w i th  post war recovery and 
modernization. whi le  seeking the greatest develo ment impact without U.S. i n -  
country presence. This R4 stems d i r e c t l y  from t 1 e 1996 - 1999 Country 
Strategy. It re lates proposed funding levels  t o  the  importance o f  supporting 
nascent f inanc ia l  markets and strengthening educational i n s t i t u t i o n s ,  and 
recognizes tha t  an investment i n  Lebanon's pub1 i c sector i s  an investment i n  
Lebanon's overa l l  recovery. Although i t requests no addi t ional  funds f o r  
ru ra l  - leve l  reconstruction and rehab i l i t a t i on ,  i t reports on the successes i n  
t h i s  area and sets f o r t h  the targets t ha t  grantees w i l l  pursue as they 
complete t h e i r  work and phase out o f  t h i s  component. 

Lebanon's economy continues t o  improve. However, the p o l i t i c a l  envi ronment 
remains uncertain, as Syr i  an-Israel i peace negotiat ions continue. The outcome 
o f  the Middle East peace rocess w i l l  u l t imate ly  a f f ec t  Lebanon's p o l i t i c a l  
s t a b i l i t y .  The main chal y ,  enge i n  a t ta in ing  macroeconomic s t a b i l i t y  i s  



resolv ing the  f i s c a l  imbalance without impinging on v i t a l  reconstruction and 
soci a1 expenditures . 

Social problems pe rs i s t ,  and occasionally lead t o  s t r i kes  over low wages (o r  
the d i spa r i t y  o f  wages between modern, high-technology sectors and more 
t r a d i t i o n a l  ones). I n  these events, there i s  a pers is tent  theme t h a t  a few 
are benef i t ing g rea t l y  from economic restorat ion,  whi le many others are l e f t  
behind. 

Pos i t ive factors a f fec t ing  reconstruction (SPO 1) are evident w i t h  the  GOL and 
other donors. The World Bank i s  ready t o  i n i t i a t e  a community development 
loan fund which w i l l  provide addi t ional  resources f o r  the  r e h a b i l i t a t i o n  o f  
r u ra l  in f ras t ruc tu re  and comnunities . USAID has also seen growing i n te res t  
among the  s t i l l -weak  central  m in is t r ies ,  l i k e  agr icu l ture,  t o  e n l i s t  t he  PVOs 
i n  partnerships t o  extend the  reach o f  government rograms i n  ru ra l  areas. 
The e l e c t r i c  u t i l i t y  has assumed f u l l  control  o f  t 1 e restorat ion o f  the  power 
net. The Min is t ry  f o r  t he  Displaced has accelerated disbursements o f  i t s  
housing repa i r  fund, f o r  which USAID-funded PVOs provide expert ise i n  the  
f i e l d ,  along w i th  matching contr ibut ions.  This i s  another case where the  
presence and the  effectiveness o f  a PVO ensures t h a t  a government program 
reaches the  intended customer w i t h  the  desired resu l t .  

The Government continues t o  place high p r i o r i t y  on both rehabi 1 i t a t i  on and 
reform o f  t he  ser iously damaged pub l i c  administrat ion (SPO 2).  This p r i o r i t y  
has been repeatedly expressed by the  Prime Min is ter  and the  Council o f  
Ministers.  The National Administrat ive Rehabi l i ta t ion Program (NARP). issued 
i n  November 1994, lays out t he  framework f o r  administrat ive reform f o r  t he  
government. It recognizes the  fundamental dual problems o f  rehabi 1 i t a t i  on and 
reform. The Min is ter  o f  State f o r  Administrat ive Reform acknowledges t h a t  
many o f  the  needed reforms are h igh ly  p o l i t i c a l  but  a lso o in t s  out t h a t  many 
basic functions and technical  capacit ies need t o  be estab !. ished along w i t h  t he  
reforms. The World Bank and UNDP are supporting a r e v i t a l i z a t i o n  program t h a t  
includes other c r i t i c a l  s t ruc tu ra l  reforms t h a t  are h igh ly  p o l i t i c a l  i n  
nature. The Arab Fund i s  a lso providing funds f o r  t he  basic o f f i c e  funct ional  
needs o f  the  min is t r ies .  Procurement o f  f u rn i t u re  and equipment, inc lud ing 
computer systems, i s  moving forward as the  funds s t a r t  f lowing from the  donors 
and the  GOL counterpart contr ibut ions . 

On the  i n s t i t u t i o n a l  s ide,  the  GOL i s  proceeding, against a t imetable 
establ ished w i th  the  World Bank, t o  complete t he  studies needed t o  modernize 
t he  government. E f f o r t s  are aimed a t  making government more accountable. 
transparent, and responsive. This includes analyses t o  update a1 1 m in i s t r i es '  
charters and missions (possibly consolidating several ) ; tak ing a f u l l  census 
o f  government employees and t r imning the  r o l l s  o f  contract  and "ghost" 
workers; and updating the  c i v i  1 service approaches t o  sa lar ies and benef i ts .  
job c l ass i f i ca t i on ,  and performance evaluation. The Min is te r ' s  technical  
secretar ia t .  supported by t he  World Bank and UNDP, i s  now f u l l y  s ta f fed ,  and 
branching out i n t o  areas o f  i ntermi n i  s t e r i  a1 importance. such as informat ion 



management and technology po l i cy .  While the  legit imacy o f  the  author i ty  of 
the  Min is ter  o f  State i s  occasionally questioned by other ministers who are 
h i s  equals, he has almost always been able t o  proceed w i th  a renewed mandate 
from the  Prime Min is ter ,  by mobi l iz ing addi t ional  donor resources, and by the  
effectiveness o f  intervent ions supported by h i s  o f f i c e  ( inc lud ing USAID-funded 
ones, discussed below under SPO 2 ) .  

The U.S.-based un ivers i t ies  (SPO 3) are moving forward w i th  e f f o r t s  t o  restore 
and expand p lan t ,  equipment, and facu l ty .  I n  1995. a f t e r  a pause t o  reach 
consensus w i th  the  U.S. -based un ivers i t ies  operating i n  Lebanon. USAID 
supported outreach and development-focused a c t i v i t i e s  o f  the  American 
Univers i ty  o f  Bei ru t  and the  Lebanese American Univers i ty  t h a t  w i l l  add t o  the  
v i t a l i t y  and relevance o f  these un ivers i t ies .  The AUB President has s ta r ted  
t o  make regular v i s i t s  t o  the  Bei ru t  campus, under a special arrangement w i t h  
the  Department o f  State. Faculty i n  the  various d isc ip l ines  are seeking 
s ta te -o f - the-ar t  refresher t r a i n i n g  i n  the  United States. 

LAU i s  proceeding w i th  facu l ty  recruitment, seeking ind iv idua ls  w i t h  advanced 
degrees from the  U.S. Expansion o f  campuses i n  Byblos and Sidon are making i t 
a more nat ional  and diverse i n s t i t u t i o n .  

Economic opportuni t ies (SPO 4) are s lowly increasing. The Be i ru t  Stock 
Exchange reopened i n  l a t e  1995, w i t h  four f i rms l i s t e d  (other applicants i n  
process). and i t s  regulatory framework s t i l l  i n  formative stages. The 
secondary market i s  t rad ing the  shares o f  Sol i dere, t he  reconstruction e n t i t y  
f o r  downtown Bei ru t .  Banking i s  rev iv ing  more qu ick ly ,  w i t h  many fore ign 
banks re turn ing t o  se t  up operations. 

A.2 Overall Progress 

The progress o f  the program by ob ject ive i s  discussed i n  d e t a i l  i n  Section I1 
below. The overa l l  s i t ua t i on  i s  pos i t i ve .  There i s  agreement w i t h  partners 
t h a t  USAID has a more focused r o l e  t o  play i n  areas t h a t  emerged from the  
post-war re1 i e f  e f f o r t .  

PVO partners, such as t he  Red Cross and the  World Rehabi l i ta t ion Fund, whose 
a c t i v i t i e s  w i l l  phase out t h i s  year, understand t h a t  USAID must consolidate 
scarce resources i n  developmental e f f o r t s  t h a t  t rack  t he  Agency's areas o f  
emphasis (democracy and governance, economi c growth). They are emphasi z i  ng 
i n s t i t u t i o n a l  strengthening o f  counterpart organizations during the  f i n a l  
months o f  t h e i r  USAID-funded a c t i v i t i e s .  

The pub l i c  sector 's  r e h a b i l i t a t i o n  i s  being funded la rge ly  by other donors, 
w i t h  targeted, se lec t i ve  USAID intervent ions t h a t  complement those funds and 
ex e r t s  and are p a r t i c u l a r  areas o f  strength f o r  the  USG, such as technology 
po 7 .  i c y  o r  l e g i s l a t i v e  development. I n  developing work plans and shared 
responsi b i  1 i ti es f o r  these e f f o r t s  (agreed through memoranda o f  understanding) 



the  GOL has been responsive i n  terms o f  h i r i n g  s t a f f  t o  be t ra ined.  and 
establ ishing space and support services f o r  a c t i v i t i e s  o f  the  CLDISUNY team. 

The un ivers i t ies  understand t h a t  whi le there i s  symbolic importance i n  the  
United States Government's support f o r  t h e i r  restorat ion,  USAID must a p l y  i t s  t: s t ra teg ic  and programmatic c r i t e r i a  t o  a l l  funding decisions, ra ther  t an 
continuing t o  o f f e r  unrest r ic ted f inancing. Although the  k ind of grant 
administrat ion required by M/OP i s  d i f f e r e n t  from tha t  o f  ASHA, the  
un ivers i t ies '  administrators are adapting t o  these ru les ,  and the  program 
heads o f  the  a c t i v i t i e s  USAID has funded are responding t o  resul ts-based 
management. 

I n  sumnary, USAID's program i s  now evolving, i n  concert w i t h  w i l l i n g  partners. 
toward a more measurable, d iscrete set  o f  a c t i v i t i e s  w i t h  special object ives.  
The areas where USAID now works o r  has chosen are ones t h a t  a1 low a notable, 
i f  not major, cont r ibut ion.  

B. Agency Special Issues 

B.1. Chis Prevention 

Lebanon's economic and p o l i t i c a l  recovery depends 1 argel y on what happens t o  
two sets o f  re la t ions  and Lebanon's a b i l i t y  t o  prevent fu r ther  p o l i t i c a l  
cr ises:  those between Lebanon and Is rae l  , and those between the  government i n  
Bei ru t  and Hizbollah. Lebanon's fu tu re  i s ,  i n  tu rn ,  i n t r i n s i c a l l y  l i nked  t o  
t he  outcome o f  I s rae l i -Syr ian  negotiat ions. These factors  are l i k e l y  t o  have 
a s i gn i f i can t  impact on overa l l  rospects f o r  sustainable development i n  
Lebanon. The outcome o f  Middle 1 as t  peace negotiat ions i s  the  s ing le  most 
important var iab le  a f f ec t i ng  Lebanon's reconstruction prospects. As long as 
I s r a e l i  troops occupy southern Lebanon. Hi zbol 1 ah remains armed, and the  
s i t ua t i on  between Is rae l  and Lebanon i s  not  normal i zed. Lebanon w i  11 continue 
t o  suffer from the  fo l lowing i l l s :  

Domestic and external confidence i n  the  p o l i t i c a l  regime w i l l  remain 
low: 

The United States i s  un l i ke l y  t o  resume consular a c t i v i t i e s  o r  l i f t  
the  ban on t rave l  o f  U.S. - c i t i zens  t o  Lebanon: 

Secur i ty condit ions w i l l  remain v o l a t i l e ,  though most o f  t he  country 
nor th  o f  t he  I s rae l  border area i s  peaceful and secure: and. 

Foreign investment w i l l  not  be forthcoming i n  s i g n i f i c a n t  amounts f o r  
reconstruct ion and economic recovery. 

There i s  a more subt le  in te rna l  th rea t  t o  s t a b i l i t y  and development, namely 
t he  soc ia l  and o l i t i c a l  i l l s  which l i e  near the  surface. Confessional 
d i s t r u s t ,  even t: atred, along w i th  economic inequi ty  , are present ly covered 



over and set aside. These are kept from erupt ing p a r t l y  by t he  Syrian r o l e  i n  
resolv ing con f l i c ts  among top leaders, and by the  d r i ve  t o  reconstruct what 
was damaged i n  the  w a r .  Reconstruction gives hope t h a t  i t s  economic benef i ts  
w i l l  accrue throughout the  society. I n  t h i s  respect, USAID's program i s  
encouraging cross-confessi onal community development work i n  war-torn ru ra l  
areas. w i t h  an increasing emphasis on economic opportuni t ies.  

B.2. New Partnerships Initiative 

The Lebanon program works through US and loca l  NGOs t h a t  work i n  tandem. 
These partnerships provide a mutual learning ex erience invo lv ing s t ra teg ic  
planning, management systems and f inanc ia l  t r a c  R .  i ng  , performance monitoring. 
and developing e f f ec t i ve  teamwork a t  the  loca l  l eve l .  Lebanon's loca l  
government system has been la rge ly  dormant f o r  near ly 20 years, but  where 
vestiges ex i s t .  USAID grantees are working t o  strengthen community 
organizations t h a t  inf luence (or  i n  some cases act  i n  place o f )  loca l  
government. 

B.3. Tropical Forests and Biodiversity 

Lebanon has no t rop i ca l  forests .  A t  one t ime i t was known f o r  having 
r e l a t i v e l y  diverse f l o r a  and fauna. The nature, extent and d i s t r i b u t i o n  o f  
germ lasm resources i n  Lebanon a t  t h i s  t ime are not  wel l  known. Also unknown 1 i s  t e degree t o  which the  d i ve rs i t y  o f  t h a t  germplasm may have been af fected 
by more than 15 years o f  c i v i l  s t r i f e .  Current condit ions do not  permit the  
conduct o f  a baseline survey o f  b io log ica l  d i ve rs i t y ,  nor o f  actions necessary 
t o  conserve those resources, as required by Sections 118 and 119 o f  the  FAA. 

USAID's program i n  Lebanon i s  h igh ly  un l i ke l y  t o  have a s i g n i f i c a n t  adverse 
e f f e c t  on the  country's germplasm resources, since USAID a c t i v i t i e s  focus on 
comuni t y  reconstruction, government i n s t i t u t i o n a l  strengthening , and 
enhancing the  capab i l i t i es  o f  t he  un ivers i t ies  ( inc lud ing strengthening the  
environmental program o f  one o f  them). The net a f f ec t  may i n  f ac t  be 
pos i t i ve .  
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II. Progress Toward Achievement of Special Objectives 

The USAID/Lebanon s t ra teg ic  framework rests  on the  four special object ives 
(SPOs) described below. Given the  modest resource leve ls  f o r  Lebanon and the  
unique nature of USAID's non-presence management const ra in t ,  there are no 
s t ra teg ic  object ives.  As discussed i n  Section 1, the  support ive c l imate and 
relat ionships w i t h  partners f o r  t r a n s i t i o n  t o  sustainable development o f  
USAID's program f o r  1996 and beyond are i n  place. Progress i s  reported below 
by SPO. 

A. Special Objective I (SPO I): Sustained rural communi@ reconstruction and 
rehabilitation 

This ob ject ive supports t he  resettlement o f  displaced persons i n  selected 
ru ra l  areas, and i n  so doing bu i lds  loca l  non-governmental organizations ' 
capabi 1 i t y  t o  manage reconci 1 i a t i  on and development . 

C i v i l  s t r i f e  ravaged the  r u r a l  areas and catalyzed a massive exodus t o  Bei ru t .  
Previously productive v i  1 lages and agr icu l tu ra l  areas have been decimated and 
lack s k i l l e d  people t o  r e v i t a l i z e  them. Cognizant o f  the  need t o  rebu i l d  the  
ru ra l  areas, t he  Government o f  Lebanon has i n i t i a t e d  a rogram f o r  displaced 

I I ersons t o  ass is t  t h e i r  re tu rn  t o  selected v i  1 lages. T e Government has 
udgeted f o r  in f ras t ruc tu re  development, housing repa i r ,  and basic services 

f o r  these areas and looks t o  p r i va te  business and non-governmental 
organizations t o  play a key r o l e  i n  re-establ ishing v iab le  soc ia l  and economic 
systems. 

~mergency humanitarian re1 i e f  was the  f i r s t  t y ~  o f  assistance provided by 
USAID once the  c i v i l  war ended. Since 1992, t e a c t i v i t i e s  t h a t  support SPO 1 
have been successful ly i m  lemented by a dedicated group o f  e igh t  U.S. Pr ivate P Voluntary Organizations ( VOs). This year, USAID ac t i ve l y  en l i s ted  the  
pa r t i c i pa t i ng  PVOs t o  reconstruct baseline information and benchmarks t o  
i l l u s t r a t e  the  advances t h a t  have been achieved since post-war reconstruction 
began. Presently, each PVO has i t s  own selected measures, some o f  which t rack  
across programs, some o f  which do not .  USAID/W i s  cur ren t l y  working w i th  the  
f i e l d  s t a f f  t o  assure the  adequacy o f  monitoring o f  resu l ts  and performance. 

1995 marked the  l a s t  year t h a t  grants w i l l  be provided t o  PVOs, as t he  program 
strategy s h i f t s  from one o f  post war r e l i e f  t o  a more sustainable development- 
or iented agenda sought by t he  GOL. Funds provided t o  s i x  remaining PVOs i n  
1995 w i l l  enable them t o  carry  out a c t i v i t i e s  under t h i s  SPO u n t i l  t he  
ob ject ive i s  phased out near the  end o f  1998. 



For Lebanon SPOs , the contr ibut ions o r  expected accomplishments are measured 
by i l l u s t r a t i v e  o r  notional key ind icators  o r  targets  which may occur as the  
consequence o f  a number o f  a c t i v i t i e s .  As explained i n  the  Strategy. Annex 8,  
these w i l l  be discussed w i th  partners i n  the  f i e l d  as ongoing measures. 
Information t h a t  i s  useful t o  USAID may not be o f  value t o  our partners. Any 
measurement system f o r  the  USAIDILebanon program must be designed t o  be simple 
as wel l  as va l i d .  

1.1: Community organizptbns strengthened 

This includes forming o r  red i rec t ing  comnuni t y  organizations i n  r u r a l  v i  11 ages 
t o  enable them t o  i d e n t i f y  needed projects,  t o  coordinate w i t h  NGOs and GOL 
agencies t o  develop plans and obtain funding, and t o  mobi 1 i z e  funds o r  
comnunity labor t o  carry out pro jects .  Such organizations also c o l l e c t  users' 
fees, and maintain and repai r  common-use items, such as i r r i g a t i o n  
canals/pipes , water reservoi r s  , and feeder roads. 

The p ro jec t  has conducted 8 t r a i n i n g  workshops f o r  13 NGOs, a f f ec t i ng  345 

7 ersons . This t r a i n i n g  covered p ro jec t  planning , f i nanci a1 management. and 
eadership s k i l l s .  One o r  more community organizations has been organized o r  

strengthened i n  each o f  200 v i l l ages  af fected by the  PVOs. 

The key measure f o r  fu tu re  use might be: Community organirations strengthened 
(less than 50% of funds externally provided). 

1.2: Community economic activity resumed 

This ind ica to r  re fers  t o  reo ening businesses, agr icu l tu ra l  a c t i v i t y  t h a t  i s  
restored o r  expanded, and o t  i er aspects t o  be determined i n  f i e l d  discussions. 

I n  t he  Lebanese cu l ture.  espec ia l ly  i n  Muslim fami l ies ,  women are more l i k e l y  
t o  work a t  home than i n  o f f i ces .  shops o r  manufacturing p lants .  One a c t i v i t y  
conducted 10 t r a i n i n g  workshops f o r  400 women on income generation s k i l l s .  
manual sk i  11s 1 i ke sewing and embroidery. and business management. One PVO 
estimates t h a t  incomes i n  a f fected v i l l ages  have increased over t he  past year 
by $1.000 t o  $2.000 per fami ly  w i t h  the  re tu rn  o f  agr icu l tu re  and commerce t o  
the  comnunities. This i s  near ly a doubling o f  fami ly  income i n  some areas. 
300,000 ha. o f  land have been put  back i n t o  c u l t i v a t i o n  as a resu l t  o f  e f f o r t s  
inc lud ing land reclamation, restored i r r i g a t i o n  systems and r e b u i l t  terraces. 
Some o f  t h i s  land had not  been farmed f o r  15 years. 

The key measure might be: 500 home-based enterprises created 
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1.3: Fantilies Resettled in Target Communities 

For f a m i  l i e s  t o  reset t le ,  basic 1 iv ing conditions and services i n  communities 
must be restored. A home i s  obviously a basic requirement, but that  by i t s e l f  
i s  not enough t o  br ing people, unless there are also power, l i g h t ,  schools, 
health centers, and comnerce. 

The program currently reports a number o f  results related t o  basic 1 i v ing  
conditions leading t o  resettlement o f  the displaced. Among them are 
s ta t i s t i cs  on the number o f  houses restored, publ ic buildings (such as 
schools, health and comnunity centers) put back i n  operation, and basic 
infrastructure repaired or upgraded (such as potable water systems, i r r i ga t i on  
systems, feeder roads). During the GOL's baseline assessment o f  1993 i n  war- 
damaged vi l lages they found that  a l l  needed e l ec t r i c i t y ,  potable water, and 
i r r i ga t ion .  There was no separate inventory by type o f  infrastructure. 

As o f  December 31, 1995. 3.100 housing units were repaired by a1 1 USAID-funded 
PVOs against a target o f  2.200. This affects 13,900 individuals (7 percent o f  
need assessed by the Ministry o f  the Displaced i n  1993). 

I n  infrastructure. the results t o  date are: 

I Y I E  &ro.iects #vi 1 1 aqes 

E lec t r i c i t y  1 1 

Potable water 47 44 

I r r i ga t i on  

Schools 

Healthlcommunity Ctrs 11 

Pub1 i c works 
(e . g . reservoi r s  .pumps 23 

Envi ronmentlsewers 10 

Feeder roadslretainer w a l l  s 40 

There have been a t o t a l  o f  198 rojects i n  165 vi l lages af fect ing 
approximately l30.000 i ndi v i  duays . 

Focusing more d i rec t l y  on family resettlement, data are d i f f i c u l t  t o  acquire 
The base1 ine survey i n  1993 by the Ministry o f  the Displaced covered 192 
vi l lages i n  4 governorates (Mouhafazats) of Beirut, M t .  Lebanon. South and 
Bekaa. The study concluded that  24.217 uni ts  were uninhabitable. O f  those. 



14,538 were destroyed. 5.639 were p a r t i a l l y  destroyed. and 4.040 were damaged. 
39.972 fami l ies  were displaced, t o t a l i n g  210,500 ind iv iduals .  

O f  the  3.000 un i t s  restored by PVO e f f o r t s .  USAID estimates t h a t  the  r a t e  of 
re tu rn  o f  assisted fami l ies  ranges from 0% t o  l o o % ,  depending on the  soc ia l  
and economic s i t ua t i on  i n  t he  v i l l ages .  55% o f  fami l ies  assisted by USAID have 
rese t t led  t o  t h e i r  v i  1 lages f u l l  - t ime, and about 40% o f  houses reconstructed 
are used part- t ime. 

Key measure f o r  the  fu tu re  might be: approximate& 4,000 former& abandoned houses 
will be occupied 

2. Analysis of SPO Progress and Contribution of USAID 

Special Objective 1: Work under t h i s  SPO i s  progressing as planned, and 
exceeding targets  i n  some areas. The work i n  home repairs i s  diminishing as 
needs i n  ta rge t  communities are met. Where needs pe rs i s t ,  government housing 
assistance programs are beginning. The PVOs are s h i f t i n g  t h e i r  e f f o r t s  more 
toward in f ras t ruc tu re ,  as a reed w i th  USAID i n  l a s t  year's competit ive grant 
process. They are pu t t i ng  9 and back in to , ,~roduct lon by repai r ing terraces. 
i r r i g a t i o n  canals and feeder roads. The a b i t a b ~ l i t y "  o r  basic l i v i n g  
condit ions have improved i n  many areas: now the  economic v iab i  1 i t y  o f  these 
communities i s  o f  greater importance t o  assure t h a t  returnees become permanent 
residents again . 

The program team looks forward t o  working on s i t e  w i t h  t he  PVOs t o  develop a 
rea l  i s t i c  and cos t -e f fec t i ve  way t o  cons is tent ly  measure v i  l l a g e  
rehabi 1 i t a t i o n  - -  economic. social  , and physical . 

USAID has provided the  means f o r  t he  PVOs, especial ly the  Lebanese counterpart 
organizations l i k e  the Middle East Council o f  Churches and the  Pon t i f i ca l  
Mission, t o  move from humanitarian r e l i e f  t o  development work, and from 
working i n  s p i t e  o f  government t o  cooperation w i th  government. I n  t h i s  way 
the  Lebanese PVOs have greater credi  b i  1 i t y  and can a t t r a c t  funds from domestic 
and in ternat ional  sources. 

3. Expected Progress over the ntxi year 

Special Objecliw 1: USAID assistance w i l l  continue t o  support resettlement as 
an essent ia l  requirement o f  t he  process o f  reconci 1 i a t i o n .  The program w i  11 
emphasize i n s t i t u t i o n a l  development o f  non-governmental organizations t o  car ry  
on once t h i s  SPO i s  phased out i n  1998. I n  1996. USPVOs w i  11 expand t h e i r  
work w i t h  l oca l  NGOs t o  empower heterogenous communities t o  work together, 
through c o n f l i c t  management, planning sessi ons , employment generati on, and 
m i  croenterpr i  se development a c t i v i t i e s  . 



There i s  s t i l l  physical reconstruction o r  i m  rovement work f o r  the  PVOs t o  
complete. PVO plans f o r  the  coming year i nc  7 ude work on 765 homes and 151 
in f ras t ruc tu re  projects ( increasingly economic i n  nature),  i n  about 100 more 
communities i n  former war zones as wel l  as i n  GOL-identif ied high poverty 
zones. 

I n  addi t ion,  there w i l l  be addi t ional  t r a i n i n g  f o r  400 women on income 
generation pro jects ,  and t r a i n i n g  workshops f o r  60 NGUs financed by PVO- 
contr ibuted matching funds. 

B. Special Objective 2 (SPO 2): Increased effectiveness of selected institutions 
which support democracy 

I .  Summary of Data 

This ob ject ive contr ibutes t o  the rehab i l i t a t i on  and reform o f  the  c i v i  1 
service and parliament t o  be t te r  manage a restructured central  government and 
t o  carry out the country's redevelopment object ives.  

Phase I o f  the  Government I n s t i t u t i o n s  Strengthening Component has been near ly 
completed. and Phase I 1  (approved i n  FY 1995) i s  now s ta r t i ng .  Under the  
cooperative agreement w i t h  the  Center f o r  Leg is la t i ve  Development a t  the  State 
Univers i ty  o f  New YorklAlbany (CLDISUNYIA) , a number o f  changes are occurring. 
While the  emphasis from Phase I on i n s t a l l i n g  modern informat ion systems i s  
s t i l l  present i n  t h i s  a c t i v i t y ,  f o r  Phase I1  USAID and CLDISUNYIA have agreed 
t o  g ive increasing emphasis t o  pol  i c y  and procedural reform and i n s t i t u t i o n a l  
development i n  the  Parliament (as highest p r i o r i t y )  and the  Control Agencies. 

Providing information systems i s  used as an entree t o  gain t he  confidence and 
a t ten t ion  o f  senior GOL o f f i c i a l s  i n  both the  executive and the  l e g i s l a t i v e  
branches t o  introduce more l a s t i n g  pol  i c y  and i n s t i t u t i o n a l  changes t h a t  w i  11 
help make the  GOL more responsive t o  c i t i z e n  needs ( i n  l e g i s l a t i o n ) ,  as wel l  
as more accountable. transparent. and e f f ec t i ve  ( i n  t he  executive branch). It 
i s  ant ic ipated t h a t  i n  t h i s  way, pub l i c  confidence i n  government w i l l  grow. 
thus supporting the  deepening o f  democracy i n  the  country. 

I n  working w i th  the  Control Agencies, cooperation w i th  t he  Min is ter  o f  State 
f o r  Administrat ive Reform and the '  a c t i v i t i e s  occurring under the  NARP w i t h  
World Bank i s  essent ia l .  This i n ten t  has been incorporated i n  two Phase I 1  
memoranda o f  understanding (USAID-GOL-CLD and USAID-Parliament-CLD) which set 
f o r t h  the  del iverables under t he  cooperative agreement and the  required 
counterpart support and involvement o f  the  GOL and the  Parliament. 



2.1: Parliamentary processes improved and modernized, in partr'cular the parliamentary 
committees on Budget & Finance and Administration & Justice ewrcise full authority. 

The Parliament now has an e lect ron ic  vot ing and sound system t h a t  allows 
pub l i c  recording o f  attendance, votes ( i n  comnittees as wel l  as plenar ies) 
and t rack i  nglrecording o f  the  progress o f  b i  11s and archiv ing o f  business 
conducted. The Parliament also has a funct ion ing 1oeaiI s~ metwork (LAN) 
Users and systems administrators have been t ra ined,  and receive continuous 
t r a i n i n g  as the  system i s  upgraded and new components are added. 

As a resu l t  o f  the  perceived po ten t ia l  operational and cu l t u ra l  impact o f  t h i s  
technology on the  i n s t i t u t i o n ,  the  Speaker o f  the  House. who during Phase I 
l e f t  the  l i a i s o n  r o l e  w i t h  CLD t o  the  Vice Speaker. has taken a d i r e c t  
personal i n te res t  i n  the  a c t i v i t i e s .  He i ns i s ted  on signing the  Phase I 1  MOU. 

During 1994, the  Vice Speaker, two elected members, and three senior s t a f f  
members o f  the  Parliament were brought t o  the  United States, where they 
attended seminars and the  national conference o f  s ta te  leg is la tu res  i n  
Louisiana, and watched the  US Congress and the  New York s ta te  l eg i s l a tu re  i n  
act ion (one o f  the  most modern i n  the  nat ion).  This "po l icy  dialogue" t r i p  
exposed them t o  t he  r o l e  o f  comnittees i n  developing l e g i s l a t i o n ,  const i tuent 
service, how expert s t a f f  and data bases can be used, and the  r o l e  o f  
leg is la tu res  i n  oversight. This gave them a comparative framework t o  assess 
the  steps t o  be taken t o  strengthen the  operations o f  t h e i r  i n s t i t u t i o n .  

CLD and Parliament leaders completed a thorough assessment o f  the  problems and 
opportuni t ies f o r  improving l e g i s l a t i v e  po l i cy  analysis and operations, 
espec ia l ly  the  funct ioning o f  key committees, such as Budget and Finance, and 
Administrat ion and Just ice.  The assessment also i d e n t i f i e d  needs f o r  
improvement i n  managing the  Par1 iaments' human resources and the  d i rec to ra te  
o f  studies and research. These w i l l  be the  focus o f  Phase 11. 

A key measure f o r  fu tu re  use might be: increasing number of bilk (Parliament 
initiated or Cabinet-initiate4 revised before passage. 

2.2: GOL adopts information technology policy, standarrLF and manag-t structures 

During the  war, t he  GOL sa t  i n  disarray and i n  i s o l a t i o n  o f  the  advances i n  
t he  informat ion age. I n  the  e r iod  since then, t he  GOL has t r i e d  t o  catch up 
w i th  t he  r e s t  o f  t he  world. ? here i s  a tendency f o r  informat ion systems 
development t o  be dr iven by technology and vendors o f  hardware and software. 
ra ther  than by the  needs o f  users and t h e i r  organizations. With the  advent o f  
t h i s  rea l i za t ion ,  the  NARP team and the  Min is ter  f o r  Administrat ive Reform has 
sought f i r s t  t o  def ine t he  government's needs. and then t o  adapt technology t o  
those needs. 



To provide a detached, technical erspective they turned t o  the  CLDISUNY team. 
who has t h i s  a c t i v i t y  as pa r t  o f  ! hase 11. I n  February o f  t h i s  year. CLDISUNY 
conducted a three-day information technology pol i c y  ( ITP) workshop i n  Be i ru t .  
attended by near ly h a l f  the  cabinet and t h e i r  senior informat ion technology 
experts, as wel l  as a number o f  par1 iamentary deputies. The r e s u l t  i s  an 
agenda f o r  def in ing 01 i c i e s  , standards, structures,  and communications w i th in  
t he  GOL on t h i s  v i t a?  top ic .  Included are concepts o f  business rocess 
reengi neeri ng and customer advisory counci 1 s . Fallowup work w i ?  7 be needed i n  
t h i s  area, leading t o  administrat ive po l i c ies ,  organizational changes i n  the  
GOL, and l eg i s l a t i on .  

The ind ica to r  f o r  fu tu re  use might be: The cabinet adopts at least 5 major ZTP 
workshop recommendations. 

2.3: Control agencies more effiient and effective 

I n  the  Phase I technology emphasis, the  fo l lowing information systems were 
i n s t a l l e d  as o f  December 31. 1995: 

Aqencv Hardware Software 

C iv i l  Service Board (CSB) LANIPCslprinters Novel Administrator 
Fax machine M i  crosoft Access 

Oracle 
Recruitm't data base 
Personnel Mgt. system 
Word processing 
Spreadsheet 

Gen'l Accounting Off ice (GAO) LANIPCslprinters Novel Administrator 
Fax Machine Microsoft Access 

Oracle 
Document tracking system 
Word processing 
Spreadsheet 

Central Inspections Board (CIB) PCslprinters Novel Administrator 
Fax machine M i  crosoft Access 

Oracle 
Account & budget systeir 
Word processing 
Spreadsheet 

Central Discipl inary Board (COB) PCIprinter Word processing 
Fax machine Spreadsheet 

100 users and 7 systems administrators have been t ra ined,  and receive ongoing 
t r a i n i n g  as needed. 



As Phase I 1  w i th  i t s  d i f f e r e n t  emphasis takes e f f ec t ,  the  key performance 
ind icator  might be: each agency - CSB, CZB and GAO -- reports one opemtional 
improvement to the public. 

2. Analysis of SPO Progress and Contribution of USAID Activities 

Special Objective 2: CLDISUNY's 'entree i n t o  government and Parliament has 
produced resul ts  t h a t  w i l l  sup o r t  addi t ional  po l i cy  reforms. With SUNY's 
prompting, the  Parliament now 1 as an agenda f o r  reform, and has dedicated 
funds, s t a f f ,  and the  Speaker's and Members' t ime t o  the  e f f o r t .  The agenda 
includes both technological upgrading as we1 1 as procedural changes. 

I n  1995, USAID brought the  heads o f  the  CSB, the  CIB and the  CDB t o  t he  United 
States t o  expose them t o  current and future-or iented th ink ing  about 
administrat ive and personnel management systems, and the  r o l e  o f  government i n  
general . They attended a national ubl i c  administrat ion conference, seminars 
and workshops a t  the  Nelson Rockefe ! l e r  School o f  Public A f f a i r s  and Pol icy ,  
and had in tens ive dialogues w i th  key s t a f f  i n  s ta te  and Federal agencies 
engaged i n  reinvent ion and reengineering . Par t ic ipant  reactions t o  the  
t r a i n i n g  were excel lent .  On t h e i r  re turn,  the  agency heads presented the  
Counci 1 o f  Ministers a new agenda f o r  administrat ive reform, which received 
widespread press coverage, and moved the  Prime Min is ter  t o  rea f f i rm  the  GOL's 
comni tment t o  the  NARP and t o  modernization along w i th  rehab i l i t a t i on .  

3. Erpected Progress over the Next Year 

Special Objective 2: 

As the  technology em hasis o f  Phase I decreases and the  i n s t i t u t i o n a l  emphasis 
o f  Phase I 1  takes ho d, the  challenge o f  making change and measuring i s  
augmented. 

? 
2.1: Parliamentary Processes Improved and Modernized: 

Intensive i n s t i t u t i o n a l  work i s  planned w i th  the  Parliament. Following the  
1966 elect ions,  there w i l l  be a New Member or ientat ion.  A t  other times during 
the  1996-97 period, the  staff o f  t he  General Directorate for Sessions and 
Comnittees w i l l  be t ra ined  i n  b i  11 t rack ing and the  preparation o f  agendas and 
minutes. The s t a f f  o f  the  Budget and Finance Comni t t e e  w i l l  be t ra ined  i n  
budget formation and t rack ing.  The s t a f f  o f  the  Administrat ion and Just ice 
w i l l  be t ra ined  i n  b i l l  d r a f t i n g  and l e g i s l a t i v e  review. Pol icy  dialogue and 
t r a i n i n g  v i s i t s  i n  the  United States w i l l  be organized f o r  s t a f f  and Members 
o f  t he  targeted Par1 iament un i t s  mentioned above. A student in ternship 
program w i l l  be s ta r ted  t o  ass is t  t he  s t a f f s  o f  key comni t tees.  There w i  11 be 
a needs assessment f o r  t he  Budget and Finance Comnittee. looking a t  i t s  
functions and s t a f f i n g  and how they might be improved. A l l  o f  t h i s  w i l l  



contr ibute t o  the  continuing modernization and i n s t i t u t i o n a l i z i n g  of 
Par1 i amentary operations. 

An Arabic language e-mai 1 system w i  11 be i n s t a l l e d  f o r  Parliamentary leaders. 
and s eci  a1 i zed management information systems (archiv ing o f  sessions, budget 
formuyationltracking, and b i l l  d ra f t ing)  w i l l  be put  i n  place and 
stafflMembers t ra ined  t o  use these systems. 

2.2: GOL Information Technology Policy Formulated: 

Next steps i n  t h i s  area w i l l  be contingent on the  response o f  the  GOL t o  the  
in te rmin is te r i  a1 workshop tha t  j u s t  concluded. Depending on the  scope and 
focus o f  t he  o l i c y  t ha t  the  GOL adopts. CLDISUNYIA w i  11 ass is t  w i t h  an 
overa l l  work an and implement one area o f  a c t i v i t i e s .  A po l i cy  k! dialoguelwor shop f o r  senior s t a f f  o f  the  control  agencies i s  also important. 
t o  help them see the  linkages between administrat ive and human resource 
management reforms, information technology pol i c y ,  and interagency 
connect iv i ty.  Senior o f f i c i a l s ,  such as the  Cabinet Secretary and the  
Min is ter  o f  Administrat ive Reform, may be exposed t o  a study tou r  of US 
expert ise and i n s t i t u t i o n s  t h a t  are applying reform i n  combination w i th  the  
use o f  new technology. 

2.3: Control Agencies (GAO, CSB, and CIP) more Efficient and E w v e :  

A number o f  a c t i v i t i e s  w i l l  occur t h a t  w i l l  extend the  capacity o f  t he  C iv i  1 
Service Board t o  work w i t h  m in i s t r i es ,  the  educational system, and quasi- 
government agencies. A computerized examination system w i  11 be put  i n  place. 
The Central Inspections Board w i l l  get a new case t rack ing system, along w i th  
an administrat ive and regulatory reference system. The General Accounting 
Of f i ce 's  informat ion systems w i l l  be expanded t o  reach administrat ive judges 
and inspectors . 

Workshops and ind iv idual  t r a i n i n g  o f  key s t a f f  w i l l  be used t o  b u i l d  on the  
agenda o f  streamlining and modifying the  r o l e  o f  the  control  agencies, working 
w i th  t he  Min is ter  o f  State f o r  Administrat ive Reform and h i s  I n s t i t u t i o n a l  
Development Un i t  . 

C Special Objective 3 (SPO 3): -Enhanced capability of institutions of higher 
education to contribute to Lebanon's development objectives. 

I.  Summary of Data 

This SPO i s  intended t o  enhance the  capab i l i t y  of U.S. -based higher education 
i n s t i t u t i o n s  t o  meet Lebanon's need f o r  t ra ined  professionals and t o  
cont r ibute t o  t he  management o f  the  rehabilitation/reconstruction e f f o r t  o f  
t he  country. Each i n s t i t u t i o n  i s  i n  the  -ear ly  stages o f  implementing the  FY 
1995 grant funding. 



LAU d id  not  receive i t s  grant u n t i l  January 1996, and has j us t  begun t o  use 
grant resources i n  the  two funded a c t i v i t i e s .  The Research and Development 
Center's v i s i on  and mission statements were ap roved by the  Un ivers i t y ' s  Board I i n  March. IWSAW's research a c t i v i t y  has j us t  egun. 

For LAU, the  objectives are: 

3.1: Lebanese American Univers@y (LAU) incorporates lWSAW research in iLF educational 
programs for women, as indicated by at least 3 curricula revised, 2 new programs or 
courses starfed 

3.2: LAU's Center for Research and Development is operational, indicated by two client- 
oriented, fully funded activities in business. 

AUB received i t s  grant i n  l a t e  September 1995, and has begun t o  procure 
equipment f o r  water t es t i ng  and cent ra l  environmental studies laborator ies.  
They have also prepared a t r a i n i n g  program f o r  seven key facu l t y  ( la rge ly  i n  
c i v i  1 engineering and laboratory work), which w i  11 begin w i t h  short- term 
v i s i t s  by the  facu l t y  members t o  the  United States i n  May-June. 1996. Their  
performance assessment guidel ines are t i e d  t o  seven goals, which are: 

1. Coordinate Management o f  the  USAID-funded Environmental Program 
(EP) 

2. Improve the  qua l i t y  o f  AUB's environmental education and research 
t o  t r a i n  manpower and increase knowledge i n  Lebanon and the  region 

3.  Improve the  environmental sk i  11s o f  the  GOL. National Research 
Counci 1 , and NGOs 

4. Improve water qua l i t y  i n  Lebanon and the  Region 

5. Enhance AUB's capab i l i t i es  i n  environmental analysis 

6. Expand AUB pa r t i c i pa t i on  i n  regional and global environmental 
research 

7. Develop revenue sources t o  sustain & expand the  Environmental 
Program 



To sum up the  achievements under these goals. USAID proposes as a key measure: 

3.3: The American Universiiy of Beirut's (AUB) Environmental Program Improved and 
Expanded, with studies or qualiiy testing services used to amct government policies and 
expenditures 

2. Anabsis of SPO Progress and Contribution of USAlD Activities 

Discussed above 

3. Expected Progress over the Next Year 

Special Objective 3: I n  1995, USAID requested t h a t  the  American Univers i ty  
Bei r u t  and the  Lebanon American Univers i ty  submit devel opment-ori ented 
proposals, i n  1 i ne  w i th  the  guidance and agreement set  out i n  the  
Administrator 's l e t t e r s  t o  the  Presidents o f  the  two i n s t i t u t i o n s .  The 
fo l lowing plans were submitted and w i l l  be car r ied  out i n  1996-97: 

3.1: Lebanese American Universiiy (LAW inco~orates the Institute of Women's Studies in 
the Arab World's (IKWW) reseatch into its educational p~gratns for women 

The Un ivers i t y ' s  I n s t i t u t e  f o r  Studies o f  Women i n  t he  Arab World w i l l  conduct 
a forward-looking study o f  t he  r o l e  o f  women i n  t he  Lebanese labor market. 
drawing on ex i s t i ng  studies and o r i g i na l  surveys. This study w i l l  be used t o  
be t te r  understand and he1 p resolve issues o f  women's pa r t i c i pa t i on  i n  the  
economy, t h e i r  legal  status and r i gh t s ,  and educational needs. This study 
w i l l  take most o f  t he  year t o  complete, though i n i t i a l  f ind ings might be used 
t o  enr ich o r  red i rec t  LAU's course o f fe r ings .  

3.2: LAU's Center for Research and Development is operational 

A business plan f o r  the  Center f o r  Research and Development w i l l  provide 
i n i t i a l  focus t o  a t t r a c t  funding f o r  the  Center's outreach program t h a t  w i l l  
b u i l d  on the  Univers i ty 's  recognized technical ca aci  t y  and provide technical  
and analy t ica l  services needed f o r  Lebanon's deveyopment . 

3.3: The American University of Beirut's (AUB) Environmental Program Improved and 
Expanded 

I n  t he  coming year, t h i s  i n i t i a t i v e  w i l l  strengthen an in te rde  artmental 
environmental education and outreach program t h a t  w i  11 b u i l d  t l e  Un ivers i t y ' s  
capacity t o  educate on envi ronmental subjects whi le  enhancing i t s  abi 1 i t y  t o  
support (w i th  studies, technical  assistance, data bases. e tc .  ) t he  pub l i c  and 
p r i v a t e  Lebanese e f f o r t s  t o  assess and tack le  environmental issues. 



Laboratories w i  11 receive s ta te -o f - the  art equipment, and students and facul ty 
w i l l  s t a r t  using tha t  equi ment, along w i th  refresher t r a i n i n g  t o  occur whi le 
the  procurement and i n s t a l  ? .  a t ~ o n  o f  equipment i s  happening. t o  res ond t o  R educational needs o f  the  un ivers i t y  and problem-solving needs o f  t e 
government and indust ry ,  especial ly i n  areas o f  water qua l i t y  and re la ted  
pol  1 u t i  on problems. 

D. Spec i .  Objective 4 (SPO 4): Erpeanded Econonrir Opportunities 

1. Summary of Data 

This i s  a new SPO, combining some newly-started microenterprise a c t i v i t i e s  and 
a proposed cap i ta l  markets a c t i v i t y .  

Despite i t s  recent pos i t i ve  economic performance. Lebanon must s t i  11 overcome 
enormous problems t o  re-estab l i  sh i t s  economy and society,  p a r t i c u l a r l y  
correct ion o f  i t s  f i s c a l  imbalance problem. The f i s c a l  imbalance, along w i th  
t he  openness o f  Lebanon's economy (especial ly the  existence o f  almost no 
res t r i c t i ons  on cap i ta l  movements), and the  do1 l a r i z a t i o n  o f  i t s  economy ( the 
Lebanese preference f o r  holding do1 1 a r  denominated assets), make the  economy 
vulnerable t o  movements o f  speculative cap i t a l .  For example, i n  1992 when 
investors 1 os t  confidence i n  government po l i cy  , they moved t h e i  r assets out of 
government treasury b i  11s (denominated i n  Lebanese pounds) and i n t o  more 
s tab le  fore ign currency denominated assets. As a r e s u l t ,  the  government had 
t o  p r i n t  money t o  meet i t s  payments ob l igat ions,  which caused i n f l a t i o n  t o  
skyrocket. 

The th rea t  o f  macroeconomic i n s t a b i l i t y  (p r imar i l y  high i n f l a t i o n  and i n t e r e s t  
rates) caused by the  f i sca l  imbalance i s  detrimental t o  investment and t o  t he  
business cl imate i n  general. It i s  important t o  note t h a t  i n f l a t i o n  hur ts  the  
poor the  most, since the  poor are l eas t  able t o  protect  the  value of what 
savings they have by moving them t o  safer markets. It also hur ts  workers by 
reducing t h e i r  standard o f  1 i v i n g  since the i  r earnings are denominated i n  
Lebanese pounds and a ren ' t  keeping pace w i th  i n f l a t i o n .  

Pr ivate cap i ta l  markets development w i  11 ass is t  Lebanon i n  a t t r a c t i n g  needed 
cap i ta l  f o r  reconstruction and business expansion. It w i l l  a lso b u i l d  a 
nat ional  constituency i n  support o f  reducing the  government d e f i c i t  and 
f i nd ing  a long-term so lu t ion  t o  t he  f i s c a l  imbalance problem. The World Bank 
indicated the  importance t o  econanic growth o f  s t imulat ing p r i va te  sector 
development whi le  simultaneously providing a stab1 e macroeconomi c environment 
w i t h i n  which it can operate. Development of an e f fec t i ve  cap i ta l  market i n  
Lebanon i s  c r i t i c a l  t o  t he  country's post-war reconstruction. Successful 
cap i ta l  markets development w i l l  a lso cont r ibute t o  job creat ion and overa l l  
economic growth. P r i o r  t o  the  Lebanese C i v i l  War. Lebanon was considered the  
r i ches t  and most develo ed country i n  the  Middle East region, w i t h  a dynamic 
economy. characterized 1 y low i n f l a t i o n ,  s tab le  macroeconomic condit ions and a 
funct ioning f ree  market system. Despite the  t h r i v i n g  economy, however, income 



i nequa l i t y  was growing between the economical l y  dominant Chr is t ian and Sunni 
communities and less w e l l - o f f  Druze and Shia communities. The growing 
d i spa r i t y  i n  incomes was one o f  the  factors cont r ibut ing t o  the  C i v i l  War. 
Promotion o f  sustainable microenterpri ses w i  11 benef i t  the  poor inc lud ing 
women and other disadvantaged groups, enabling them t o  pa r t i c i pa te  i n  the  
growing economy. 

This SPO has two areas o f  emphasis w i t h  t h e i r  respective measures. 

4.1 Sustainable microfmance and savings system in place (2 self-fancing implementing 
iW'tutions sewing an estimated total of 6,000 women) 

4.2 Stock Market operations and regulation improvement plan defuted and in 
implementation (USAID assistance plan adopted and at least I intervention implemented) 

2. Anarysis of SPO Progress and Contribution of USAID Activities 

The microfinance a c t i v i t i e s  are s ta r t i ng  as partnerships between the  Lebanese 
Caritas and Catholic Re l i e f  Services (CRS) i n  one case, and between Save the  
Children (SCF) and Secours Populai r Libanais (SPL) i n  the  other.  

CRS has had an extended delay whi le  they recru i ted a p ro jec t  d i r ec to r  w i t h  the  
r i g h t  combination o f  sk i  11s and na t i ona l i t y .  The rec ru i ted  person attended 
t r a i n i n g  a t  CRS' regional center i n  Cairo during March, and a r r i ved  i n  Be i ru t  
i n  April. 1996. 

SCF has a microcredi t  and savings program i n  operation w i th  i t s  own funds. 
I t s  partnership (using USAID funds) w i t h  SPL i s  not beginning smoothly. By 
ear ly  June an assessment w i l l  be completed t o  advise USAID and SCF whether 
t h i s  partnership can be saved, o r  whether it can be qu ick ly  and feas ib ly  
restructured. 

ANE and G/EG s t a f f  met i n  Washington during May. 1996 w i th  the  Chairman o f  the  
Be i ru t  Stock Exchange (BSE) a t  the  conclusion o f  h i s  USAID-supported 
attendance a t  t he  SEC's in ternat ional  seminar t o  discuss the  current  s ta tus 
and operations o f  the  BSE, i t s  regulatory c l imate ( l e g i s l a t i o n  pending before 
Parliament. but  not  passed), and areas where he thought assistance would be 
he lp fu l .  Followup on t h i s  meeting (providing a diagnostic t o  f u r t he r  def ine 
assistance needs) i s  on hold, pending decisions on t h i s  SPO by the  Agency. 



3. Ewpected Progress 

Special Objective 4: Erponded Economic Opportunities 

4.1: Sustainable microfinance and savings system in place 

Support t o  income-producing a c t i v i t i e s  w i  11 beemphasized. As fami 1 i es  re tu rn  
t o  t h e i r  communities, drawn by reestablished schools, heal th centers, and 
housing, they are also seeking employment o r  income-producing opportuni t ies . 
These might be i n  agr icu l ture,  food processing. reopening stores,  and engaging 
i n  home or  cottage indust r ies  (especi a1 l y  important f o r  women-headed 
households). USAID now ass is ts  organizations t h a t  have programs i n  
microenterpri se lending, and t h a t  provide assistance i n  marketing, iden t i f y ing  
new income-producing opportuni t ies,  and re la ted  a c t i v i t i e s .  Su p o r t  for 
income generating a c t i v i t i e s  i s  provided t o  the  areas w i th  the  1. ighest poverty 
indices and lowest reach o f  government services, as i d e n t i f i e d  by t h e  High 
Re1 i e f  Comi t t ee ' s  survey. 

The two USAID-funded m i  croenterpr i  se 1 ending a c t i v i t i e s  (Cathol i c Re1 i e f  
ServicesICaritas Lebanon. Save the  Chi 1drenISecours Populai r e  L i  banai s) are 
i n i t i a t i n g  i n  FY 1995-96. t o  exp i re  i n  1998. These microenterprise lending 
rograms d i rected a t  r u r a l  women entrepreneurs should be (and are) c lose ly  7. inked w i th  formal lending i n s t i t u t i o n s  such as Fransabank. Further l inkages 

and the  creat ion o f  a stand-alone microlending bank are also t o  be pursued. 
I n  the  imnediate months the  f i r s t  ~ [ r i o r i t y  f o r  the  grantees and our f i e l d  
s t a f f  has t o  be ge t t ing  these e f f o r t s  u and running as group lending and 
savings schemes w i th  a cred ib le  possi b i  7. i t y  o f  se l f -su f f i c iency  . 

4.2: Stock Exchange operations and regulation improvement plan defined and in 
implementation 

The fo l lowing can be achieved during the  next year w i t h  minimal resources, and 
can provide bad1 y -needed assistance t o  Lebanon i n  the  development o f  t he  
Lebanese Stock Market: 

Conduct an independent Capital Markets Diagnostic t o  determine the  
overa l l  economic context o f  the  market, ex i s t i ng  legal  and 
regulatory condit ions. the  status o f  the  market i n s t i t u t i o n s .  
market in f ras t ruc tu re ,  and the  current s i t ua t i on  regarding 
enterprises, espec ia l ly  p r i va t i za t i on .  The evaluation o f  current 
condi t ions,  ex is t ing  constraints i n  the  market and consul tat ion 
w i t h  Lebanese Stock exchange and Government o f f i  c i  a1 s , would 
c l a r i f y  f u r t he r  t he  best development actions t h a t  USAID (o r  other 
donors and the  GOL) could take, given the  scarce resources 



available. Depending on the outcome o f  t h i s  diagnostic, action might 
include: 

Provide (or finance) technical assistance i n  the design and 
i m  rovement o f  the legal and regulatory framework for the 
Le 1 anese Stock Exchange. The most l i k e l y  means i s  through a 
buy-in t o  the Financi a1 Services Development Project I1 
(FSDP 11) managed by the Global Bureau Economic Growth 
Center. This w i  11 reduce management workload fo r  ANE and 
the f i e l d  o f f i ce  i n  Beirut by eliminating the need t o  design 
a separate b i la tera l  ac t i v i t y .  

o The FSDP buy-in could also include conducting in-country 
t ra in ing on broker-dealer issues, clearing and settlement, 
and regulatory matters which w i  11 cater t o  the needs o f  the 
d i f fe rent  participants i n  the market. 

Train three or four more Lebanese government and exchange 
o f f i c i a l s  by the U.S. Securities and Exchange Commission 
(SEC). The SEC conducts the international seminar once a 
year a t  no t u i t i o n  cost t o  pa r t i c i  ants The topics covered 
by SEC t ra in ing course include mar ! .  e t  development. 
securit ies operations and securit ies regulations. The 
Chairman o f  the BSE completed the seminar i n  May o f  1996. 
Other t ra in ing needs might also be iden t i f i ed  as candidates 
f o r  USAID funding. 



Ill. STATUS OF MANAGEMENT 
CONTRACT 



Ill. Status of Management Contract 

A. Special Objective Changes or Refinements 

The R4 and Lebanon Country Strategy are being submitted and reviewed i n  tandem 
t h i s  year. No management contract  ex i s t s .  

B. Special Concerns or Issues 

Since U.S. NGO personnel o r  contractors may not t r ave l  t o  Lebanon on U .S. 
passports, abi 1 i t y  t o  supervise, monitor and evaluate programs i s  great ly  
res t r i c ted .  

There are a number o f  external factors  t h a t  may a f f ec t  achievement o f  r esu l t s .  
These are summarized f o r  each SPO. 

Special Objective 1 - Rural Community Reconstruction 

USAID i s  counting on the  GOL and other donors, esgec la l ly  the  World Bank. t o  
take an increasing r o l e  i n  funding community reha i l i t a t i o n  and i n f ras t ruc tu re  
i n  t he  poorer r u r a l  areas. I f  t h i s  does not happen, the  sustainabi l i t y  o f  
t h i s  e f f o r t  w i  11 be put i n  jeopardy. 

The I s r a e l i  ac t ion against Hezbollah during Ap r i l  1996 may require t h a t  USAID 
reexamine assumptions about t h i s  SPO. 

Special Objective 2 - Eflective institutions which support democracy 

The Parliamentary elect ions o f  l a t e  sumner-early f a l l  1996 may impact t he  
GOL's commitment t o  administrat ive reform. The formula f o r  the  composition o f  
t he  Par1 i ament mav r e s u l t  i n  1 i t t l e  chanae, esDeci a1 1 v amona c o m i  t t e e  
chai rpersons.  hi continued existence oi' t he  kpecial- ini is fry o f  
Administrat ive Reform i s  not  guaranteed. 

Special Objective 3 - Capability of universities 

A continuing concern i s  t ha t  the  un i ve rs i t i es '  central  administrat ive systems 
w i l l  hamper t he  work o f  t he  centers which must be ent re  reneur ia l .  and focused 
on cost recovery. This means t h a t  t he  AUB Environmenta 7 Program o r  t he  LAU's 
Research and Development Center may need special h i r i n g  au thor i t ies  t o  employ 
ind iv idua ls  on f o r  t he  durat ion o f  special p ro jec ts '  work. The cent ra l  
un ivers i t y  administrat ive systems are geared t o  long-term h i  r i n g  o f  teachers 
and s t a f f .  The administrat ion reviews a1 1 expenditures, procurements. 
teaching and research methods, but may not  be able t o  provide the  speed and 
a g i l i t y  the  special centers need. 



Special OObjective 4 - Expanded Economic Opportunities 

The current concern i s  the  slow star tup o f  USPVO and loca l  NGO partnerships i n  
microfinance (CRS w i th  Caritas, and Save the  Children w i th  Secours Populai r )  . 
I n  the  f i r s t  case. rec ru i t i ng  a CRS d i rec to r  w i t h  the  r i g h t  s k i l l s  and a non- 
US passport has been a problem, however t he  issue was j u s t  resolved i n  
February. I n  the  second. SPL has been slow t o  adopt the  Save methodology, and 
a l te rna t i ve  partnerships are under considerati  on. 

C. 22 CFR Issues and Schedule 

With. regard t o  environmental concerns, a1 1 a c t i v i t i e s  funded i n  Lebanon under 
the  Re1 i e f  and Rehabi 1 i t a t 1  on Project  are exempted under the  prov is ion i n  
paragraph 2 l 6 . Z b )  (1) o f  A. I .D. Handbook 3. Appendix 2D. Environmental 
Procedures, f o r  in ternat ional  d isaster assistance. However Grantees are 
required t o  i d e n t i f y  any a c t i v i t i e s  they may carry  out which might adversely 
a f f ec t  the  environment i n  Lebanon and t o  de ta i l  what actions they w i l l  take t o  
ameliorate t he  negative impact o f  such a c t i v i t i e s .  See the  Strategy paper f o r  
discussion o f  other environmental issues. 
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IV. Resource Requirements 

A. Program Funding Requested by Special Objective 

The fo l lowing sensi t i v i t y  analyses discuss the  impact o f  various budget 
scenarios on USAIDILebanon's strategy and resu l t s  fratARJark. L&hIO/Lebanon 
applied t he  fol lowing ANE Bureau lanning parameters i n  i t s  analysis: The 
1996 CP r e q w s t  leve l  i s  $8.0 mi l? ion.  Using the  75% o f  FY 96 CP r e q w s t  as 
prescribed i n  the  R4 guidance would rovide a t o t a l  o f  $6.0 m i  11 ion.  However, 
funding f o r  Lebanon w i l l  not  even ac 1. ieve t h i s  reduced leve l  i n  FY 96. 
STATE has reduced FY 96 ESF leve ls  t o  $2.0 m i l l i o n  and ANEIORA has suggested 
t h a t  there w i l l  be no DA i n  1996. There i s  a 1995 carryover of ap roximately 

$2.414.000 t o  be used f o r  the  fo l lowing objectives: 
7 $414.000. Therefore t h i s  analysis assumes a t o t a l  FY 96 base leve o f  

SPO 1 0 (Reconstruction) 
SPO 2 .569 (Government I n s t i t u t i o n s  - SUNY Mortgage) 
SPO 3 1.400 (Universi t ies) 
SPO 4 ,445 (Economic Opportunities ) 

The OM8 r e  uest leve l  i n  FY 97 i s  $4.0 m i  11 ion.  reduced by h a l f  from the  FY 96 
CP leve l  07 $8.0 m i l l i o n .  There are two scenarios f o r  FY 97, based on the  OMB 
request l eve l  ; t he  base ($4.0 m i l l i o n )  and base minus 20 percent 
($3.2 m i l l i o n ) .  

I n  FY 98, The base f i gu re  remains a t  $4.0 m i l l  ion.  There are then two 
scenarios: the  base minus 10% i s  $3.6 m i l l i o n .  The base minus 30% i s  
$2.8 m i l l i o n .  (See Annex C f o r  the  budget tables) 

A.1 Special Objective 1 - Rural Community Reconstruction 

A1 1 a c t i v i t i e s  grouped under t h i s  Speci a1 Objective w i  11 be terminated by 
FY 1998, as Lebanon, w i t h  other donor support, i s  progressively able tb 
f inance these costs. No addi t ional  funds are requested under any scenario. 

A2 Special Objective 2 - Effective institutions whkh support democracy 

A gradual phase-out i s  also planned i n  t h i s  area, as discussed i n  the  country 
strategy document. SPO 2 i s  managed by the  State Univers i ty  o f  New York's 
Center f o r  Leg is la t i ve  Development (SUNYICLD) . The grantee was awarded a two- 
year. $2.3 m i l l i o n  grant i n  1995. The grant was p a r t i a l l y  funded and car r ies  
an a proximately $569.000 mortgage t h a t  w i  11 be funded using the  remainder o f  
FY 9! carry-over funds ($414.000) and $155.000 from the  FY 96 OYB. 

The k ind o f  government t h a t  Lebanon wants t o  reestab l ish i n  t he  post-war 
per iod i s  d i f f e r e n t  from t h a t  o f  the  1960s-70s. and USAID's strategy i s  one o f  



helping Lebanon t o  v is ion  and shape a modernized government. The focus i s  on 
resu l ts .  and funds requested under t h i s  R4 w i  11 be used t o  i n s t a l  1 information 
systems, and t r a i n  s t a f f  a t  the  Parliament and w i th in  government agencies. 
USAID's r o l e  i s  c r i t i c a l  i n  ass is t ing Lebanon t o  restore basic functions 
without locking those systems i n t o  outmoded management models. 

No addi t ional  funds w i l l  be requested i n  FY 97 o r  FY 98 f o r  t h i s  ob ject ive 

A.3 Special Objective 3 - Capability of universities 

USAID has provided substantial assistance t o  American educational i n s t i t u t i o n s  
i n  Lebanon, the  American Universi ty o f  Bei ru t  (AUB) and the  Lebanese American 
Universi ty (LAU). The American un ivers i t ies  are s t i l l  recovering from the  war 
years. They have and w i l l  continue t o  play a key r o l e  i n  rov id ing technical 
and managerial leaders f o r  Lebanon's economic recovery. T t 1s year, it i s  
estimated t h a t  $1.4 m i l l i o n  w i l l  be need t o  pursue the  fol lowing: 

t o  ass is t  LAU t o  incorporate the  research o f  the  
un i ve rs i t y ' s  I n s t i t u t e  o f  Women's Studies i n  t he  Arab 
World (IWSAW) i n t o  formal education and occupational 
t r a i n i n g  cur r i cu la :  

t o  support the  s tar tup operations o f  LAU's Center f o r  
Research and Development, w i t h  a c lear  strategy and 
sustainable cost structure:  and 

t o  enable the  AUB's environmental program t o  evolved i n t o  a 
semiautonomous center t h a t  meets in ternat ional  standards. 

SPO 3 w i  11 continue t o  receive ESF funding and be managed by USAID i n  1996. 
However, as Lebanon graduates and a l l  other components o f  USAID's program 
phase out,  it may become more e f f ec t i ve  t o  s h i f t  oversight o f  t h i s  remaining 
a c t i v i t y  t o  the  State Department. 

A t  t he  FY 97 Base leve l .  the  program w i l l  continue t o  provide support t o  
un ivers i t ies  a t  an annual leve l  o f  $2 m i l l i o n .  

Under the  FY 97 m i  nus , the  rogram w i  11 continue t o  provide support 
t o  un ivers i t ies  leve l  ?$2 m i l ~ i o n .  Reductions would occur i n  SPO 4. 

A t  t he  FY 98 Base Level and Base minus 10% Level. the  program w i l l  continue t o  
provide support t o  un i ve rs i t i es  a t  a leve l  of $2 m i l l i o n .  

At t he  Base minus 30% l e v e l .  overa l l  DA leve ls  decl ine t o  $800.000. a leve l  a t  
which it may no longer feas ib le  be t o  maintain a USAID presence and s t a f f  i n  
Lebanon. Should t h i s  occur. USAID would request no DA funds and would 
consider s h i f t i n g  management responsibi 1 i t y  f o r  t he  remaining ESF t o  t he  
Department o f  State t o  continue funding U. S. -based un ivers i t ies  . 



USAID's program i n  Lebanon i s  viewed as par t  o f  the  Middle East Peace process. 
While our assistance i s  not large i n  terms o f  d o l l a r  resources, i t i s  v i s i b l e  
evidence o f  the  USG' s i n te res t  i n  Lebanon's redevelopment process. Any 
s ign i f i can t  reduction i n  program funding be1 ow Base -20% 1 evel s w i  11 
detr imental ly a f f e c t  the  United States' abi 1 i t y  t o  inf luence the  redevelopment 
process and c r i pp le  USAID's a b i l i t y  t o  maintain cred ib le  impact. I f  faced 
w i th  a fu r ther  reduction i n  funds, USAID's d i rec t  involvement w i t h  the  program 
would l i k e l y  end and management o f  ESF funds t o  support l i k e l y ,  continued 
involvement w i t h  t he  American Univers i ty  o f  Bei ru t  and the  Lebanese American 
Universi ty would be assumed by the  Department o f  State. Given the  po l i cy  
c m i  tment t o  support U. S. -based un ivers i t ies  , ade uate program 1 evel s w i  11 3 probably be funded f o r  t h i s  object ive.  USAID woul continue t o  maintain a 
reduced FSN s t a f f  i n  Lebanon only u n t i l  a l l  grants were complete. 

A.4. Special Objective 4 - Expanded Economic Opportunities 

A proximately $445,000 w i  11 be a1 located i n  FY 96 t o  begin intervent ions i n  
t E .  e cap i ta l  market development area. Microenterprise lending a c t i v i t i e s .  
which also f a l l  w i t h i n  SP04, were f u l l y  funded f o r  a two-year per iod i n  1995 
and w i l l  not  require addi t ional  funds i n  FY 96. 

The p r i o r i t i e s  f o r  the  1996 a l loca t ion  o f  DA are t o :  

F u l l y  fund an assessment o f  current cap i ta l  market 
development requirements i n  Lebanon t o  determine appropriate 
intervent ions.  

Fund an i n i t i a l  comnitment w i th  an i n s t i t u t i o n a l  contractor t o  
begin work i n  one o r  more o f  the  fo l lowing areas, as determined by 
the  assessment: Secur i t ies Commission development. 1 egal and 
regulatory framework development. c lear ing and settlement 
operations, o r  stock exchange functions. 

At the  FY 97 Base l e v e l ,  t he  program w i l l  continue t o  fund cap i ta l  market 
development and microfinance a c t i v i t i e s  a t  the  $2 m i  11 i o n  leve l  . 

Under t he  FY 97 Base minus 20% scenario, t he  program would not be able t o  
expand microfinance operations i n t o  new areas o f  t he  country beyond the  two 
ex i s t i ng  p i l o t  programs and would reduce fu r ther  outlays i n  t h i s  area i n  order 
t o  maintain depth and impact w i t h  t he  cap i ta l  market in tervent ions.  

A t  t he  FY 98 Base Level and Base minus 10% Level, the  program would a l l oca te  
s im i l a r  l eve l s  t o  those discussed above and would o erate accordingly. i However, i f  the  base were fu r the r  reduced by 30%. t e program could no longer 
sustain a c t i v i t i e s  i n  t h i s  area and would phase out o f  t h i s  special ob jec t i ve  
a1 1 together. 



A t  the  Base minus 30% leve l  . overa l l  DA leve ls  decl ine t o  $800.000. a leve l  a t  
which it i s  no lonser feas ib le  t o  maintain a USAID Dresence and s t a f f  i n  
Lebanon. Should t h i s  occur, USAID would request no' DA funds and would 
consider s h i f t i n g  management responsi b i  1 i t y  f o r  the  remaining ESF t o  the  
Department o f  State t o  continue funding U.S. -based un ivers i t ies  . 

B. Program Management aoqvirements: OpPnrtirrg ~ e u s e s  and Staffing 

This R4 submission i s  based on FY 1996 program leve l s  o f  $2.0 m i  11 i on  and an 
FY 1996 OE budget request o f  $155,000. Relationshi s between program and OE Y funds are extremely important i n  Lebanon given the  ack o f  USDH presence i n  
country t o  monitor a c t i v i t i e s .  Since U.S. NGO personnel o r  contractors may 
not  t r ave l  t o  Lebanon on U.S. passports, a b i l i t y  t o  supervise, monitor and 
evaluate programs i s  g rea t l y  res t r i c ted  and must r e l y  upon USAID's FSN staf f  
i n  Be i ru t .  Therefore, the  most e f f ec t i ve  way t o  implement programs i s  t o  
continue supporting USPVOs' work through loca l  NGOs. This mode o f  assistance 
has proven e f f ec t i ve  and can operate even i f  there are reductions i n  OE funds. 
However. SPO 2 requires s i gn i f i can t  d i  r ec t  USAID involvement i n  implementation 
and monitoring, whi le  reconstruction and redevelopment a c t i v i t i e s  . 
successful ly managed by PVOs, and support t o  un ivers i t ies  require much less 
oversight. A lower OE leve l  would mean t h a t  the  FSN Program Assistant s t a f f  
would have t o  be reduced by one from the  present leve l  o f  two and would 
s i g n i f i c a n t l y  reduce our abi 1 i t y  t o  continue a program l i k e  pub l i c  
administrat ion strengthening t h a t  requires more i n te rac t i ve  involvement w i t h  
Lebanese par t i c ipan ts .  

C Technical Support Needs from USAIDM 

Given t rave l  r es t r i c t i ons ,  minimal G f i e l d  sup o r t  i s  envisioned a t  t h i s  t ime. 
However. Global w i l l  continue t o  o f f e r  c r i t i c a  f' USAIDIW input  t o  program 
reviews, plans, and less of ten,  t h e i r  implementation. The Centers most drawn 
upon t o  date have been DIG.  WID. PHN, and more recent ly .  EG. 

The Lebanon program team. inc lud ing GIDG, i s  cur ren t l y  examining the  
appropriateness o f  providing e lec t ion  assistance t o  Lebanon. Depending on an 
assessment o f  t he  nature o f  the  work required and upon discussions w i th  the  
Embassy. DG o r  ANE may provide a small amount o f  resources t o  ass is t  Lebanon 
carry  out t he  Parliamentary e lect ions i n  1996. 
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Tabla 2 

Funding Category 

Sustainable Development 

TOTAL 

Economic Support Funds 
-3 

uwhish: FWdsupport- 

Other (HG, USED) 

G R A N D  T O T A L  

ALL RESOURCES TABLE 
USAIDLebanon 



Funding Sca 

O B J E C T I V E  

Special Objective I: 

Specbl Objective 4: 

G R A N D  T O T A L  

bs by Objective 
00) 







Table 6 
Operating Expense Requirements 

OElTrust Funded Levels by 
Major Function Code 

Ul W USDH 

U2W FN Direct Hire 

U300 Contract Personnel 

U400 Housing 

0500 Office Operations 

Fy 996 ($0001 

0.0 

64.7 

60.0 

0.0 

30.3 

US00 NXP 0.0 

Total Mission-Funded OE 

.....Of which Trust Funded 

I 

155.0 


