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This Policy Brief

Three months after the summer war between
Israel and Hizbollah, Lebanon is still mired
in crisis. The fighting may have stopped, but
the recent assassination of cabinet member
Pierre Gemayel has only added to existing so-
cial turmoil, political paralysis and the potential
for renewed military conflict. Moreover, despite
substantial international assistance, both the
economy and the post-conflict recovery con-
tinue to falter. In short, Lebanon’s future hangs
in a very delicate balance.

All of this makes the three-month anniversary
of the war’'s end an opportune time to take
stock of the current situation in Lebanon and
to plot the immediate way forward. This policy
brief attempts to do both. It includes an analy-
sis of conditions on the ground and provides
a number of specific policy recommendations
for how the international community can best
contribute to sustainable post-conflict recov-
ery and crisis resolution in Lebanon.

Mercy Corps is an international NGO that
provides humanitarian and development as-
sistance to vulnerable people and countries
around the world. Mercy Corps has been
working in Lebanon since 1993, investing in
programs to create economic opportunities,
improve agricultural practices, expand access
to technology, rehabilitate infrastructure, bol-
ster tourism and manage natural resources.
The organization was one of the first interna-
tional NGOs to respond to the recent conflict
in Lebanon — reaching over 370,000 people
with urgently needed food, water, shelter,
hygiene kits and more. Mercy Corps’ current
activities include major long-term rebuilding

and recovery programs.
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EXECUTIVE SUMMARY

It is now three months since the end of the short, sharp and
inconclusive war that engulfed Lebanon and Israel this past sum-
mer. Much has changed since the formal cessation of hostilities on
August 14, 2006. Some for the better, some for the worse. Most dis-
placed persons have returned home and recovery and reconstruc-
tion are now well under way. The security situation has also stabilized
somewhat as the Lebanese army and UN troops have deployed in the
south of the country and the ceasefire, though fragile, has taken hold.
The economy nevertheless continues to sputter. Unemployment re-
mains rife and the country’s traditional labor outflow, particularly among
the youth, is reportedly increasing. Most worrying of all, Lebanon’s ha-
bitual political instability has gotten worse. With the government of
Prime Minister Fouad Siniora now struggling to manage increasing
violence, political opposition, the reconstruction process, and a weak
and ineffective government bureaucracy, the prospects for a success-
ful and sustainable recovery are dimming. Lebanon is again teetering
on the edge of full-blown crisis.

This ongoing crisis in Lebanon poses a fundamental conundrum for
the international community: how best to support the development of
a stable and efficient Lebanese state while also ensuring that urgently
needed reconstruction assistance is delivered quickly and effectively
to those most in need. Although foreign donors responded rapidly to
the Lebanese government’s initial calls for assistance — committing to
nearly $2 billion dollars in relief and reconstruction assistance thus far
— it is now clear that there is much more to be done. Beyond providing
increased financial resources, the international community must also
rededicate its efforts to ensure that humanitarian and development as-
sistance are well-focused and coordinated, incorporate all elements of
society, and concentrate on those areas of the country most in need,
regardless of their political affiliation.



The key challenges for the Lebanese government — and therefore
international assistance — are to build state capacity, promote broad-
based economic recovery and forge closer links, political inclusion and
integration between the central and peripheral parts of the country
— especially key Shiite-majority areas. Given recent political develop-
ments, these are not trivial issues or concerns. The fate of international
objectives to promote peace and stability in Lebanon and the region
may very well hinge on the ability of recovery efforts to balance effec-
tively the competing demands of state capacity-building and efficient
service delivery.
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Mercy Corps offers this policy brief based on its experience
supporting vulnerable communities in Lebanon since 1993 and operat-
ing in other post-conflict environments around the world. This paper
analyzes the current situation in Lebanon and makes a number of
recommendations for how the international community can best
support the Lebanese people in their efforts to recover from this
summer’s conflict.

Key recommendations include:

 Fulfill existing financial commitments and offer new, broad-based,
flexible and predictable assistance to address residual humanitar-
ian challenges like unexploded ordnance and to support general
economic recovery;

» Pursue a multi-pronged recovery strategy that balances the
imperatives of building state capacity and delivering rapid, effective
assistance by:

1. supporting the Lebanese government’s central role in funding,
coordinating and managing post-conflict reconstruction, and
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2. promoting greater participation by local governments and
communities in the planning, decision-making and implementa-
tion processes;

» Focus assistance upon the most war-damaged and marginalized
areas of the country, especially the Shiite communities of the South,
Beirut suburbs and Bekaa Valley;

» Hold the Lebanese government accountable for good governance
and provide measured support for gradual political reform;

e Ensure that the United Nations peacekeeping force (UNIFIL)
has both the will and the means to fulfill its mission and promote
Israeli-Lebanese negotiations to address outstanding sovereignty
and security concerns.
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Introduction:

Recovering from a Short, Sharp and Inconclusive War

The “Summer War” that engulfed Lebanon and Israel for
34 days in July and August 2006 has had a devastating
impact on both countries. Both peoples suffered greatly,
and the political and economic reverberations from the
conflict are still being felt today. Little was settled, but
much has changed — particularly in Lebanon.
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The Lebanese, perhaps to their own surprise, showed
considerable unity in responding to the plight of the
nearly one million people who were displaced by the war.
In fact, with the exception of assistance provided by a
handful of international NG Os, the Lebanese largely took
care of themselves during the critical two weeks before
international humanitarian relief operations got into full
swing. For many Lebanese, this was a watershed moment
— a moment when their society, so frequently wracked
by strife and conflict, somehow mustered an effective
collective response. Internal tensions would almost cer-
tainly have increased had the conflict lasted longer. But
within this narrow timeframe and with international help,
Lebanese society somehow weathered the initial storm.

The speed with which Lebanon began the recovery
process was also startling. Such a rapid transition from
humanitarian emergency to early recovery is unusual in
post-conflict situations. Most refugees and internally dis-
placed persons began to stream home as soon as the
cessation of hostilities was declared. Almost as quickly,
communities began clearing rubble, rebuilding schools,
hospitals, roads and bridges, and taking other steps to-
ward what will continue to be a challenging post-conflict
reconstruction process.
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The international community has also played an
important part. UN peacekeeping troops (known as
UNIFIL) and the Lebanese army have now deployed
below the Litani River, in the south and southeastern
parts of the country. Foreign donors have also commit-
ted large sums of money to rebuilding the country. These
donors and NGOs are working to help the government,
municipalities and communities to target and deliver
assistance. Signs of reconstruction and recovery are now
on display in many places. Seen from this vantage point
three months on, there might even be some grounds for
optimism about Lebanon’s future.

Yet, despite this apparent dynamism and change, much
also remains the same in Lebanon. Divisive religion-
based (confessional) politics; profound regional inequal-
ity; a nascent economic recovery prematurely stifled
by war; unresolved disagreements with Israel; general
mistrust and skepticism about the central government’s
intentions and wherewithal to direct recovery and de-
velopment successfully and fairly; and a natural sense
of uncertainty about the future all conspire against the
prospects for successful reconstruction and long-term
development. The government of Prime Minister Fouad
Siniora also looks to have an increasingly shaky hold on
power. Political divisions and conflict are mounting, espe-
cially in the wake of the assassination of cabinet member
Pierre Gemayel. And any sense of social or inter-commu-
nity unity has largely dissipated. Thus, just as the war cre-
ated some prospects for positive change, it has also fully
illuminated the potential pitfalls and challenges ahead.

There is much the international community can do to help
solidify and strengthen the current post-conflict recon-
struction process in Lebanon. These efforts must never-
theless be carefully designed, planned and implemented.
Otherwise, they may simply serve to further polarize an
already fractious and fractured Lebanese society. Most
importantly, the Lebanese government and its interna-
tional partners must act with vision and speed if a pros-
perous, stable and peaceful Lebanon is to emerge from
all the death and destruction wrought by this latest war.

With these imperatives in mind, this policy brief will examine
the primary challenges and opportunities facing the inter-
national community as it seeks to assist Lebanon in its re-
covery and reconstruction efforts in the coming months.



The Situation on the Ground

The direct costs to Lebanon from the war are both
substantial and daunting. Approximately 1,200 people
were killed (a third of them children) and 4,500 people
injured during the fighting.! More are being killed and
maimed each day by a vast amount of unexploded
ordnance (UXOs), cluster bombs and shells that have
claimed an additional 23 dead and 136 injured since the
war’'s end.?2 Some 15,000 homes were destroyed and
60,000 damaged, together with over 1,000 public facili-
ties, including schools, medical clinics, municipal build-
ings, airports, ports, and sewage, water and electricity
plants. Much of the road system — over 630 kilometers
— was also heavily damaged, with 80-odd bridges alone
totally destroyed.®
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The Economy

This war has had significant economic impacts on
people’s livelihoods and incomes, especially among
the most vulnerable. Over 900 factories, markets, com-
mercial facilities and farms were destroyed or damaged
during the war, with up to 80% of the remaining factories
idled in its immediate aftermath.* Hundreds of other busi-
nesses were crippled by fighting and lost commerce.

The agricultural sector also saw whole crops go to waste
during the critical summer harvest season. Many small
farmers, already weakened by lost income, will now be
unable to replant because of UXOs, lack of credit and
scarce inputs. Fishermen whose boats were bombed in
harbor, day laborers, service-sector employees and many
others have also lost vital income and face diminished
economic prospects.

The direct economic costs of the war have been variously
estimated at $2.5-$4 billion.> This does not include ap-
proximately $1 billion in lost tax revenue, $2.5 billion in
capital flight and lost investment, and the now-unrealized
income from the 1.6 million tourists who were expected
this past summer.t Middle range estimates of long-term
economic losses run around $5-$7 billion, or approxi-
mately 30% of current GDP.” The equivalent figure for
the US economy would be $3.5 trillion.®

This war has clearly set the recently resurgent Lebanese
economy back years. To be sure, the immediate cash
infusion provided by some Gulf states and the well-re-
ported payments that Hizbollah made with Iranian sup-
port helped to ease some of the people’s immediate
suffering in the wake of the war. But these payments
neither addressed all needs nor dealt with long-term
or macroeconomic problems. Lebanon’s status as the
most heavily indebted country in the world ($36 billion,
or 185% of GDP)® also limits its potential borrowing
power and makes existing economic challenges even
more daunting.

Security

The larger post-war security situation in Lebanon has
improved considerably. The cease-fire, while fragile, has

1 United Nations Office of the Coordinator for Humanitarian Assistance
(UNOCHA) Lebanon Situation Report, September 8, 2006, p. 1 (OCHA
LSR 9/8/06). For more information on UXOs, see the UN Mine Action
Coordination Center of South Lebanon (UNMACC-SL at www.mineaction.
org); the “Report of the Secretary-General on the implementation of Secu-
rity Council Resolution 1701 (2006), UN Security Council, S/2006/730,
12 September 2006, p. 10-11 (RSG 9/12/06); or Human Rights Watch
(HRW) at www.hrw.org.

2 UNMACC-SL, E-Mine Electronic Mine Information Network, National
Demining Office, Nov. 13, 2006, at www.mineaction.org. HRW estimates
that three Lebanese are still being killed or injured by UXOs each day.

3 Compiled from multiple sources, including OCHA LSR 9/8/06, p. 1, RSG
9/12/06, p. 2, and the web site www.lebanonundersiege (Lebanese High
Relief Council). Unicef also cites Lebanese government estimates of 40-50
schools destroyed and over 300 damaged (Source: www.unicef.org, “At a
Glance: Lebanon”).
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4 RSG 9/12/06, p. 2.

5 Compiled from various sources, including the Lebanese Council for
Development and Reconstruction (CDR) and testimony by Carlos Pascual,
vice president of the Brookings Institution, to the US Senate Foreign Rela-
tions Committee on September 13, 2006, p. 6. Both UNOCHA and the
Lebanese government estimate material damage alone at $3.6 billion (RSG
9/12/06, p. 2).

6 Pascual testimony, p. 2.

7 Paul Salem, in The Daily Star, September 15, 2006, p.7. In a most extreme
example, the University of Lebanon estimates the war cost Lebanon a total of
$12 billion (see http://www.ul.edu.lb/warleb/French2.htm).

8 Extrapolated from CIA GNP estimate for 2005.

9 US State Department, Bureau of Near Eastern Affairs, Background Note:
Lebanon, August 2006, p. 7.



solidified as UNIFIL troops — now approaching 8,000
ground troops and 1,700 maritime personnel® — and the
Lebanese Army deploy in conflict zones along the Israeli
border to the south and southeast. Israeli military forces
have now withdrawn from everywhere but the town of
Ghajar and the disputed Shebaa Farms area. Despite in-
creasingly frequent violations, most international observ-
ers believe that the truce will hold in the near term. Few,
however, expect UNIFIL or the Lebanese army to fully
disarm Hizbollah or intercede effectively if war breaks
out again. But for the moment, neither the Israelis nor
Hizbollah seem inclined to resume fighting. As Israel
continues intense internal political debate, Hizbollah's
military arm is also keeping a fairly low profile. The thresh-
old conditions for a hardening truce and improving stabil-
ity in the key Hizbollah-controlled areas of south Lebanon
and the Bekaa Valley have thus improved. The net result
is to provide at least a temporary window in which to
focus economic, political and social initiatives in these
parts of the country.

Politics

The increasingly overt political competition and paralysis
of recent weeks could significantly impact the recov-
ery process in Lebanon. Until the current turmoil in the
government, Prime Minister Siniora, widely criticized
domestically for his government’s ineffective response
during the war, had been able to maintain uneasy control
over the fractious confessional parties making up the
current governing coalition. This control had given him
considerable room to organize and direct recovery and
reconstruction efforts together with international donors,
largely circumventing the notoriously ineffective state
ministries and special bodies that normally run domestic
social and developmental programs.

Siniora’s autonomy and room for maneuver have now
narrowed considerably. Increased dissension and calls
for a new government of national unity have forced him to
open broad political talks on the composition of the gov-
ernment. There is a growing risk that his government may
fall. The Siniora government will in any case now have to

incorporate more directly State ministries, departments
and other political parties into any larger recovery and
development process. The key question remains whether
his government can maintain its unity, autonomy and
focus while doing so.

The current political situation in which Hizbollah and its
allies are increasingly assertive also poses major chal-
lenges for the international community. First, it is difficult
to know how best to assist the Siniora government and
bolster its capacity to govern and manage the reconstruc-
tion process during such political turmoil. There is also a
risk that the international community may undermine both
its ability to work with the Lebanese government and the
effectiveness of its aid programs by too overtly endors-
ing or excluding specific parties.* The same is true if
the Lebanese people come to view foreign assistance as
driven by political rather than humanitarian priorities.

The reality is that Hizbollah is a potent political force,
and the future of Lebanon’s recovery, reconstruction
and long-term development is intimately tied to the role
that it ultimately plays in Lebanese politics and society.
Hizbollah is now much more than simply an armed militia.
It is a duly elected national party with cabinet positions
and representatives managing many of the municipali-
ties found in Shiite-dominated areas of the country.*?
It has also garnered significant popularity and support
by providing its constituents with many of the basic
social services that a government would normally supply
— from education and health care to public sanitation
and administration.

Hizbollah’s political role is nevertheless complex. The war
clearly burnished its domestic and international reputa-
tion among some groups, both for its military performance
— the “divine victory” hailed by numerous roadside bill-
boards —and its rapid response with money, assessments
and relief in the war's immediate aftermath. But it also
raised high expectations that it will pay for the costs and
destruction caused by its unilateral actions. It remains an
open question whether Hizbollah will seek to use its new
clout to play a more traditional political role or simply to

10 UN News Service, November 10, 2006, www.un.org.

11 The US, for example, has included Hizbollah on its original Specially
Designated Terrorists list since 1995 and its list of “Foreign Terrorist Organi-
zations” since 1998. This potentially constrains humanitarian actors’ ability to
work directly with some organizations and communities in Lebanon.
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12|n the municipal elections of 2004, Hizbollah won 60% of the
municipalities in the South (84 of 142), while its rival Shiite party, Amal,
won 30%. This represents a gain for Hizbollah from the earlier 1998 elec-
tions where the respective positions were 55% to 45%. (Source: Carnegie
Endowment for International Peace, Arab Political Systems: Baseline Infor-
mation and Reforms — Lebanon, at www.carnegieendowment.org/arabpoliti-
calsystems. December 2, 2005).
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weaken or paralyze the central government.*® The recent
resignation of its ministers from the cabinet, together with
those of its political allies, and threatened street protests
certainly demonstrate its willingness to engage in brinks-
manship. Regardless of how one interprets Hizbollah’s
recent actions, it will remain an important political actor
with whom any effective reform or reconstruction efforts
must inevitably deal.

The fundamental challenge for the Lebanese government
— and indeed the international community — therefore
remains how best to simultaneously deliver assistance,
promote broad-based economic recovery and forge
closer links, political inclusion and integration between
the central and peripheral parts of the country — espe-
cially in key Shiite-majority areas of the country. These
issues will become all the more important as Shiites be-
gin to acquire a political voice more in keeping with their
large and growing size within the population.*4

The Challenges At Hand

There can be little doubt about either the enormity or
importance of rebuilding Lebanon. As the most ethni-
cally diverse and pluralistic country in the Middle East, its
economic and political success can serve as a potential
model for a troubled and unstable region. Its failure will
likely contribute to further regional instability. There are
a number of key challenges that the international com-
munity must therefore address in order to best support
Lebanon on its path to recovery.

Resentment toward the
international community

It is hard to exaggerate the anger that many Lebanese
feel toward the international community, especially the
US and UK. Lebanese of all sorts feel betrayed. Many
note that the very countries that first encouraged them
to expel the Syrian army and launch the Cedar Revolution

seemingly abandoned them in their moment of need.
They not only resent the international community’s fail-
ure to press for a rapid ceasefire, but what they perceive
as its tacit acceptance of Israel’s strategy of collective
punishment through the destruction of civilian infrastruc-
ture. The presence of “Made in America” graffiti at many
urban bombing sites is emblematic of this deep-seated
anger and resentment. These dynamics negatively affect
the West's ability to engage and influence the Lebanese
population and, to a certain extent, government. Much
will have to be done to counteract these negative per-
ceptions and dynamics. Providing substantial and visible
humanitarian and post-conflict reconstruction assistance
would be important first steps in demonstrating interna-
tional commitment to assisting the Lebanese people.
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The absent and “hapless”
Lebanese State

The Lebanese government has been insufficiently
engaged and invested in the economic and social de-
velopment of Lebanese society for many years. This is
particularly true in the largely impoverished and neglected
South, the very heart of the Shiite and Hizbollah-dominat-
ed areas of the country. The country’s turbulent history
of civil war, repeated foreign occupation and political
division explains much, but not all. The Lebanese govern-
ment also has a reputation for being corrupt, inefficient,

13 see the New York Times, “Hezbollah Says Talks About Release of
2 lIsraeli Soldiers Have Begun”, Wednesday, November 1, 2006, p. A5.
See also the Los Angelas Times online, “After a ruinous war, a troublesome
peace”, Friday, November 3, 2006 and The Economist, November 11-17
2006, p 51-52.

14 There has not been an official census in Lebanon since 1932. Anecdotal
evidence and some expert opinion nonetheless suggest that the Shiite popu-
lation is approaching a plurality. See for instance, the New York Times, “As
Hezbollah Seeks Power, Lebanon is Feeling Edgy”, nytimes.com, November
13, 2006. A study of the Lebanese political system by Eric Verdeil cites
2000 voter registration data that reflects a virtual Muslim majority, with Sunni
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and Shiite registrants essentially equal. (“Les territories du vote au Liban,”
M@ppemonde, No. 78 (2-2005) at http://mappemonde.mgm.fr/numé/ar-
ticles/art05209.html). On February 10, 2005, NaharNet.com reported even
more dramatic electoral statistics from the Ministry of Interior, indicating that
Muslims make up 59%, Christians 40.8% and Jews 0.2%. Ministry lists re-
portedly show that 26.5% of the voters are Sunni Muslims, 26.2% Shiites,
22.1% Maronites, 7% Greek Orthodox, 5.6% Druze, 5.2% Catholics and 3%
Armenian Orthodox. Other sectarian denominations account for the rest at
less than 1% each. Voter registration lists of course do not necessary reflect
population breakdown accurately, but they do provide a rough indicator of
population trends.



paralyzed by partisan divisions and captured by private
interests that exploit state institutions and their budgets
for personal and political gain. To a large extent, many
Lebanese feel that the country has developed despite
the central government. The government’s poor perfor-
mance during the war only compounded this impression.
If both experience and reputation are to be reversed, the
central government must be seen as playing a competent
and central role in the recovery and reconstruction pro-
cesses. Such a transformation is also central if Lebanon
is to become a coherent, stable and prosperous state.

Pressing humanitarian and
economic needs

With extensive damage to the housing, social and
economic infrastructures of the country, one of the major
challenges for the Lebanese government is to secure the
safe return of all internally displaced persons and rees-
tablish reliable sources of income for them before winter
sets in. The likelihood of significant hunger or humanitar-
ian suffering is still fairly low. The most pressing general
humanitarian and economic needs are for: the removal of
UXOs; the reconstruction of basic infrastructure (includ-
ing schools and medical facilities); reliable and sufficient
water, sanitation, and electricity; and the restoration of
economic livelihoods. The government and international
community will also need to continue to lay the ground-
work for mid-to-long-term recovery and development in
the coming months.

Shortage of financial resources
and credit

The direct shock of economic loss has been compounded
by a shortage of local financial resources and a general
loss of domestic and international business confidence.
Many Lebanese where able to survive two months of
displacement by either relying on the charity of others
or by exhausting their household savings. Hizbollah, re-
portedly flush with Iranian money transfers, handed out
$12,000-$14,000 in cash payments to many of those
who lost their homes during the war to help pay for rent
and furnishing for the first year.’®> The Lebanese govern-
ment has also promised $33,000 in compensation to ho-
meowners, but the first of these payments apparently did
not start flowing until late October 2006.1® An unknown
quantity of remittances have also helped to address
some families’ needs.'” Globally, such payments, while
clearly helpful, will not fully compensate for personal and
collective losses. Even many of those who did not suffer
direct war damage to their housing or personal property
are facing income erosion without adequate financial
buffer. Lacking resources and in some cases collateral,
some Lebanese are now unable to gain access to suf-
ficient credit to recommence farming or their previous
livelihoods. This is a problem to watch as a canary-like
indicator of the general health and strength of economic
recovery. The key to recovery and growth is likely to de-
pend upon revitalizing the traditionally strong Lebanese
private sector, the creation of jobs and the generation of
new incomes.

Continued political and economic
marginalization of the “South”

The southern parts of the country, together with the south-
ern suburbs of Beirut and the Bekaa Valley — collectively
the “South” — contain a disproportionate number of the
disaffected Shiite population, the poor and those most
affected by the war. Mercy Corps’ experience working in
post-conflict situations around the world indicates that
the best way to reach and reintegrate these marginalized
populations is to provide targeted assistance programs

15 Multiple Mercy Corps interviews. Also cited in the Congressional
Research Service (CRS) Report, Lebanon: The Israel-Hamas-Hezbollah
Conflict, September 15, 2006. p. 14.

16 From numerous Mercy Corps interviews. See also International Crisis
Group Report (ICG), “Israel/Hizbollah/Lebanon: Avoiding Renewed Con-
flict”, Middle East report No. 59, 1 November 2006, p. 4.

17 The sizeable Lebanese diaspora sends a large amount of remittances
back to the country each year. The exact figures for the post-war period
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are unknown. However, remittances increased from $1.4 billion in 2001 to
$2.7 billion in 2003. Between 1998 and 2001, remittances averaged
$1.6 billion, while foreign direct investment averaged $250 million, ex-
ports $740 million, and tourism receipts $840 million. Source: Notre Dame
University Lebanese Emigration Research Center (LERC) web site (NDU.
edu.lb). From a talk given by Mr. Nassib Ghobril at the university entitled
Expatriates’ Remittances & the Lebanese Economy: Brain Drain or Eco-
nomic Gain?, on Wednesday, April 21, 2004.



that involve them in determining how resources will be
distributed and spent. The current Lebanese unemploy-
ment rate is officially 18%. It is most likely significantly
higher, perhaps as high as 20-25%.% And it is certainly
higher still in key Shiite areas affected by the war.?®
Numerous studies and Mercy Corps’ own experience
demonstrate that allowing economic deprivation and po-
litical isolation to fester produces social and sometimes
armed unrest. Moreover, the fast-growing Shiite youth
population represents a likely future plurality in Lebanon.
Leaving them disillusioned, disenfranchised and without
economic or political prospects is a potential disaster
waiting to happen.

Looming regional geopolitical challenges

Lebanon’s future is also clearly tied to peace and
stability in the greater Middle East. If the Lebanese gov-
ernment fails to solidify control over its own territory and
a monopoly over armed force, it will remain vulnerable
to foreign interference, most notably by Syria and Iran.
Israel will also continue to fear an unstable Lebanon as
a potential threat to its own security. Turning UNIFIL and
the Lebanese armed forces into strong and respected
forces will help in the short term. But any long-term
solution will inevitably hinge upon resolving the existing
disputes between Lebanon and Israel, disputes which
are themselves entangled with the wider Arab-Israel
conflict. These issues — Israel’s continued occupation of
the Shebaa Farms area, detention of Lebanese prisoners,
and persistent border and airspace violations — are also
Hizbollah’s main current justifications for maintaining its
independent military force. Taking steps to resolve them
will substantially weaken opposition to the Lebanese
government’s monopoly of force and may even further
regional peace initiatives.

Recommendations for the
International Community

The international community must act quickly and
decisively to lend support to the Lebanese government
and people if these challenges are to be met. Among
the strategies that the international community should
pursue in these efforts are:

Recommendation #1:

Fulfill existing financial commitments and
provide additional rapid, substantial and
predictable financial assistance

The international community must fulfill its existing
commitments and provide additional rapid and signifi-
cant financial assistance to Lebanon and its government.
At a basic level, Lebanon will remain weak and unstable
unless the government and people have sufficient
resources to meet key social and economic needs
over the long term. Substantial, visible and dependable
international assistance will serve both to bolster the
Lebanese government'’s stature, credibility and resources
and to demonstrate the international community’s com-
mitment to the Lebanese people. Over time, this may also
help to rebuild international, US and European credibility
and influence within the country and region as a whole.
Meaningful international assistance will necessarily in-
clude substantial micro- and macroeconomic assistance.

Current international pledges for humanitarian and early
recovery assistance — now totaling somewhere between
$1-$2 billion?® — are significant but unlikely to meet
Lebanon’s long-term needs. There are several pressing
concerns about these international pledges thus far.

The first concern is that much of the pledged money
has not materialized. Of the $1 billion identified by the
United Nations Office for the Coordination of Humanitar-
ian Assistance (UNOCHA), only $400 million has been
contributed or firmly committed. 2* It is hard to plan and
manage a post-conflict reconstruction program when do-
nor commitments are neither timely nor forthcoming.

18 Background Note: Lebanon, p. 7. US State Department, Bureau of Near
Eastern Affairs. August 2006.

19 RSG 9/12/06, p. 2. This report, presented in September, cites an OCHA
figure of 75% unemployment in certain parts of the country.

20 |dentifying exact numbers for international pledges and contributions to
Lebanon is extremely difficult. For example, the Congressional Research
Service (CRS)identifies a total of roughly $1.9 billion in contributions, while the
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more restrictive UNOCHA Funding Tracking System (FTS) — a running tally
of funding — has identified only slightly more than $1 billion in total interna-
tional pledges as of November 19, 2006. Such discrepancies are largely due
to differing methodologies, criteria and sources. The figures used here do not
include the $1.5 billion that Saudi Arabia and Kuwait provided to support the
Lebanese currency and reserves. For more detailed breakdowns of pledges
made through mid-September 2006, see CRS, p. 15 and UNOCHA FTS for
Lebanon at www.reliefweb.int/fts.

2a Op. Cit., UNOCHA FTS for Lebanon at www.reliefweb.int/fts.



A second major concern with current humanitarian and
post-conflict reconstruction assistance is that most con-
tributed or committed funds are dedicated to specific
purposes or projects. This leaves very little room for ma-
neuver, targeting or gap-filling by the Lebanese govern-
ment. For example, most of the $940 million pledged
at the much-publicized Stockholm Conference involved
an uncertain mix of bilateral funding for NGOs, project-
specific donations and lump sum contributions. This left
less than $100 million available for the discretionary trust
fund — The Lebanese Recovery Fund (LRF) — being es-
tablished by the Lebanese government.?

Most of the funds expected from Muslim countries — the
bulk of the pledges the Lebanese government has re-
ceived so far — are also dedicated to specific projects.
For instance, almost all of the nearly $1 billion pledged
by Saudi Arabia, Kuwait, Qatar and the UAE is for gener-
al reconstruction projects like rebuilding specific bridges
or towns. Ninety-nine of 251 severely damaged villages
and 63 of 118 key bridges, overpasses and culverts have
been “adopted” by international and national donors for
rebuilding in this way.%

The original US pledge of $230 million — $100 million
of which has now been spent — offers little more flex-
ibility. Fifty million of this contribution is earmarked for
security sector programming for the Lebanese army. The
remaining $180 million — a combination of already com-
mitted and unspent funding from the 2006 US budget
— will likely focus on transitional programming and funnel
through NGOs.?* The Lebanese government will need
flexible, unrestricted funds in order to target assistance
and address key needs and gaps not otherwise covered
by committed and project-specific contributions from
other donors.

A third concern — also true for most international
crises — is that there is currently not enough international
assistance on offer to meet Lebanon’s immediate and
long-term post-conflict reconstruction needs. Taking the
$5.1 billion figure identified by a Brookings Institution as-
sessment team as a mid-range baseline estimate, total

Cassandra Nelson/Mercy Corps

pledges currently fall $2-$3 billion short of Lebanon’s
optimal recovery and reconstruction needs.?

In addition to more immediate needs, the international
community and Lebanese government will have to ad-
dress a number of other macro- and microeconomic fac-
tors. These include refinancing the massive Lebanese
public debt and buttressing macroeconomic stability.
There is also a clear need for commercial financing and
investment capital to create jobs and reconstruct and
develop the private sector. Local municipalities, small
businesses and individuals will also need considerable
investment capital, credit and microfinance resources.
Lastly, Lebanon needs to make substantial investments
in its basic economic infrastructure — up to $3.5 billion
in electricity, water, roads and bridges — if it is to sustain
growth and development.2®

The sizeable Lebanese banking sector may well be able
to meet many private sector needs, although foreign
loan and investment guarantees via institutions like the
World Bank’s International Finance Corporation (IFC)
may also prove necessary. Substantial international
financial assistance will nonetheless be critical to meet-
ing most other micro- and macroeconomic needs.

In sum, these three major concerns regarding current
international assistance to Lebanon — its delay, inflexibil-
ity and insufficient size — may severely limit the Lebanese
government’s ability to play a prominent (and public) role
in guiding the recovery process and delivering resources

22 Mercy Corps interview with a Special Advisor to the Prime Minister,
September 16, 2006.

23 UNOCHA LSR 39, 20-27 September 2006.

24 see Pascual for some details on the President's original pledge and
The Washington Post, “US says [sic] has removed 50,000 bombs in
Lebanon;” November 16, 2006, at www.washingtonpost.com.
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25 Op. Cit., Pascual, p. 8.
26 |bid, p. 8.



to communities, people and places most in need. There
are now plans to convene a new Stockholm-like con-
ference in Paris in January 2007, this time focused on
reconstruction needs. When it occurs, this Paris con-
ference will be an ideal opportunity for the international
community to commit more resources — including un-
restricted and transparent funding — to assist Lebanon
with its considerable post-conflict recovery and recon-
struction needs.

Recommendation #2:
Address critical humanitarian and
short-to-mid term economic needs

Even at this date, the Lebanese government and
international community still need to address pressing
humanitarian and reconstruction needs in order to restart
the economy. These include:

A more coordinated and participatory
approach to repairing economic
infrastructure and building communities

The primary infrastructural needs at this point are for
such things as housing, water and electricity and the
replacement and repair of damaged schools, hos-
pitals, clinics and municipal buildings. Significant
progress has been made, for instance, in reopening
roads, rebuilding some bridges and refurbishing many
damaged schools in time for their October opening.
Donor “adopt-a-project” approaches have helped to
meet immediate needs in these areas. But a more
coordinated approach that includes input from mu-
nicipalities and local populations is required as needs
identification, prioritization and planning advance for
more community-based projects.

The Lebanese Prime Minister’s office has designated
several institutions to lead key aspects of the early
recovery process: the Recovery and Reconstruction
Unit in the Office of the Prime Minister (prioritization
and funding allocations); Ministry of Finance (donor
coordination); and the Council for Development and
Reconstruction (CDR — national coordination and im-
plementation).?” There are of course some concerns
about the efficacy of these institutions. But donors

should work to ensure that these institutions have
adequate capacity and promote a comprehensive as-
sessment and planning process that includes central
coordination, significant citizen and local government
participation, rapid distribution, and effective imple-
mentation at the local level.

Remove all UXOs

The international community must prioritize the
removal of UXOs. The UN has identified 813 cluster
bomb strike sites alone and estimates that the UXO
problem will take between 12-15 months to resolve.?®
It is critical that de-mining groups already at work in
Lebanon receive continued funding to increase their
capacity and speed. Otherwise, people will not be
able to return to their towns, businesses and, espe-
cially, agricultural land. Much of the summer harvest
was lost; Lebanon cannot afford to lose the next.

Cassandra Nelson/Mercy Corps

Restore lost incomes and livelihoods

The war brought hardship to many Lebanese, the
most vulnerable of which may suffer during the win-
ter and economic recovery process. The extended Is-
raeli economic blockade only compounded direct war
damage, inhibiting exports and cutting off key agricul-
tural, trade and industrial inputs that would otherwise
have sparked a quicker recovery. Substantial loss
was not limited to farmers or the hospitality industry.
Fishermen, small business owners, service industries
and municipalities also suffered catastrophic losses,
all of which will have additional knock-on effects in an
economy where incomes typically sustain very large

27 Op. Cit, UNOCHA LSR 39, p. 4.
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28 From UNOCHA report (LSR 39) and interview with Mine Action
Committee. See www.mineaction.org. As of November 13, 2006, UNMACC
had identified 813 distinct cluster bomb strike locations in Lebanon; it ex-
pects to uncover more.



households. Donors and NGOs should ensure that
some of their assistance strengthens people’s ability
to return to work and generate income. Micro-cred-
it and micro-finance schemes should help to offset
depleted personal and business financial reserves.
Given such imperatives, the existing banking system,
international and national NGOs, and select civil so-
ciety organizations are probably the best means to
ensure well-targeted, direct and rapid delivery to the
locations and people most in need.

Entice the diaspora into helping to rebuild
social infrastructure

The destruction of many social and public institutions
like schools and hospitals has been compounded
by the flight of many professionals — teachers, doc-
tors, nurses and municipal employees — necessary to
maintain them. With many highly educated, profes-
sional and wealthy Lebanese either displaced or living
abroad, the country has lost a significant amount of
its human capital. The Lebanese government needs
to make a concerted effort to entice the Lebanese
diaspora into not only helping to fund repairs, but also
returning, especially to the areas most severely af-
fected by the war. The Lebanese government and its
donors may want to offer one-time bonuses and other
incentives for social service professionals to return or
move to deprived and war-affected areas.

Recommendation #3:
Pursue a multi-pronged strategy for post-
conflict reconstruction and development

The Lebanese state must regain both its domestic
and international credibility if Lebanon is ever to re-
cover, remain stable and prosper. The government need
not and probably should not perform all tasks. But it
should, at a minimum, be seen as funding, coordinat-
ing and guiding post-conflict reconstruction efforts. The
Lebanese government has nonetheless fallen behind more
nimble international and domestic actors — like Hizbollah
and Iran — in organizing and delivering assistance.

This presents the international community with a
fundamental conundrum: how best to reinforce the
government’s capacity and credibility while ensuring that

urgently needed reconstruction assistance is delivered
quickly and reaches the areas and people most in need.
Responding to this question requires a multi-pronged
approach to post-conflict recovery and reconstruction,
one that: 1) guarantees a prominent and visible role for
the central government, and 2) strengthens the participa-
tion of local and civil society actors in making key assess-
ment, planning and implementation decisions.

1. Support and strengthen the Lebanese state

First and foremost, the Lebanese government must
strengthen its reach, effectiveness and technical exper-
tise. It must be seen as both interested in and capable
of providing general security and managing post-con-
flict reconstruction. It must also simultaneously win the
confidence and support of the Lebanese public and the
international community in order to unlock the social in-
vestment and access to financial resources that it needs.
These tall orders can only be achieved with significant
and dependable international assistance. The interna-
tional community must realize that the fate of its politi-
cal objectives in the country and region are inextrica-
bly entwined with how well the Lebanese government
manages the post-conflict reconstruction process.
Ambassador Randall Tobias, Director of US Foreign
Assistance and Administrator of the US Agency for Inter-
national Development, recently acknowledged as much
when he stated: “It (US assistance) needs to be seen as
an effort to help the legitimate government of Lebanon
address the needs of the people?®

A primary goal for international assistance must therefore
be to ensure that the Lebanese government has both
the capability and means to succeed. So far, the Siniora
government has sought to encourage a variety of donor
contribution methods — adopt-a-project, rebuild a town,
fund an NGO — in part to improve the speed of aid de-
livery and circumvent certain sclerotic and corrupt state
institutions. This is a clear-headed assessment of the
challenges ahead and represents an admirable attempt
to inject alacrity, efficiency, donor oversight and trans-
parency into the reconstruction process. The problem
is that the government also needs substantial resources
to enable it to focus assistance, fill critical gaps and, as
importantly, prove itself.

29 The Washington Post, “US says [sic] has removed 50,000 bombs in
Lebanon”, November 16, 2006. www.washingtonpost.com.
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International donors need to provide the Lebanese
government with flexible funding that the government can
apply to the initiatives and areas that it deems priorities.
This mightinclude supporting the government’s Lebanese
Recovery Fund. This fund, whose board includes inter-
national donors, is intended to provide some funding
discretion while meeting donor concerns about trans-
parency and good governance. Donors can also supply
technical assistance and training programs to help im-
prove administrative and management skills at all levels
of government. In combination, these and other efforts
should help the Lebanese government to begin to rebuild
its credibility and capabilities in managing post-conflict
recovery and reconstruction.

Mercy Corps

2. Ensure an inclusive process that
strengthens the role of local government,
the private sector and civil society

An effective post-conflict reconstruction strategy in
Lebanon should ensure broad participation, maximize
existing social resources and reinforce the links and
accountability between the central government and
the rest of society. The post-conflict recovery process
in Lebanon might also be viewed as an opportunity to
reintegrate disaffected and marginalized elements of
society. Such a strategy should naturally focus on local
consultation and incorporate and use the best skills and
resources of local governments, the private sector, civil
society and the NGO community — regardless of their
political affiliation.
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These points bear reemphasizing. Mercy Corps’
experience in Lebanon and elsewhere affirms that
societies recover from crisis most quickly and sustain-
ably when governments engage and involve the private
sector and civil society in the identification of priorities,
the design of response strategies, and the implementa-
tion of programs. Such interaction promotes increased
citizen participation and official accountability, two key
elements of a society’s ability to manage tensions and fa-
cilitate peaceful change. International assistance should
therefore seek to promote community-led programs
that catalyze and reinforce the interactions among civil
society, governments and the private sector.

The Lebanese government can take numerous
practical steps to implement such a strategy. For ex-
ample, the Ministry of Finance could regularly consult
with the federation of municipalities in identifying key
projects for donor funding. The Lebanese government
should also, whenever possible, seek to incorporate the
private sector in its reconstruction programming. Though
weakened, the private sector is and will continue to be
the backbone of the Lebanese economy, and will provide
many of the resources, services and skills critical to the
recovery effort.

The international community can also support these
processes in a variety of practical ways, especially in
encouraging greater coordination, accountability and
capacity building during the reconstruction process.
Donors can promote new governmental coordination and
consultation mechanisms by, for example, encouraging
the Ministry of Finance to establish special accounts for
municipal projects and include municipal governments in
reconstruction planning. Donors can also reinforce the
development of a healthy local NGO sector, something
that in Mercy Corps’ experience often helps to build con-
fidence in the international community, the capacity of
the local population and the long-term sustainability of
assistance programs. Many local Lebanese NGOs are
especially well-placed to identify and service vulnerable
populations, work with local officials, and, most impor-
tantly, have the credibility and standing with local popula-
tions that international actors often lack. Finally, donors
can support broad economic recovery by promoting the
use of private domestic contractors and transparent and
open bidding processes in all their programs.



Recommendation #4:
Reintegrate the “South”

For Lebanon to recover and succeed as a coherent
state, it must rebuild and reintegrate the Shiite-majority
areas of the country into both the economy and body
politic. The only way to truly win the confidence and loy-
alty of this alienated population, however, is for the gov-
ernment to demonstrate a strong commitment to these
regions and for the people to see the practical benefits
from their engagement with the rest of Lebanese society.
International assistance can play a vital role in helping to
reinforce these efforts. An enlightened and flexible strat-
egy that focuses on the disadvantaged and addresses
community needs throughout the country — including
in Hizbollah strongholds — stands the best chance of
succeeding in such circumstances.

In this sense, it is also important that international and
government assistance seek to address the needs of
the large and growing youth population. This group, as
elsewhere in the Middle East, suffers from exceptionally
high unemployment and limited economic prospects,
factors that can in turn lead to further alienation and
radicalization. Youth are prime candidates for recruitment
by radical groups seeking to expand their ranks. Post-
conflict recovery and reconstruction assistance should
therefore also focus on improving the economic, social
and political prospects for Lebanese youth, especially in
the Shiite-dominated South. Enhanced educational, job
training, social and recreational programming can play an
important role in engaging and creating opportunities for
marginalized youth, thereby helping to ease them back
into the political and economic mainstream of Lebanese
society. The international community should continue to
encourage the Lebanese government to invest in the

Shiite South and monitor its performance closely.

Recommendation #5:
Hold the Lebanese government accountable
for good governance

If the international community is going to support and
endorse the Lebanese government, it must also hold it
accountable for its actions. “Transparency” should there-
fore be a central component of everything the Lebanese
government does. It should make its plans and expendi-
tures public and adhere to the general principle of “pub-
lishing what it pays” The Lebanese government should
also consider a concerted public information campaign
to highlight accomplishments and remaining challenges.
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International donors can reinforce these practices by
making their contributions conditional on adequate
openness and transparency practices. International
assistance should also include training programs for
Lebanese civil society organizations and the press to
ensure that they can properly monitor and oversee the
relief and reconstruction efforts.

Recommendation #6:
Provide measured support for gradual
political reform

Lebanon is clearly at an extremely delicate political
juncture. Political divisions, infighting and now violence
have reemerged after a relative hiatus in the war’s im-
mediate aftermath. Hizbollah and its allies are seeking
to capitalize on their seemingly increased political clout
to force the creation of a new government of national
unity in which they and their allies would have potential
veto power over government initiatives. And the Siniora
government is now wobbling severely.

This makes it a particularly delicate time to advocate
for reform and the international community must
proceed with caution in such a fluid political situation.
However, in the long term some degree of political reform
will be necessary to reinforce and sustain Lebanese
recovery, development and democracy.

While clearly focusing on near- to mid-term economic
recovery, the international community should also find a
measured way to support the reform processes currently
underway in Lebanon. Over time, such efforts will be
instrumental in creating credible domestic political struc-
tures and in weakening divisive calls for radical political
change. These reform efforts might include:

» promulgating new election and administrative
decentralization laws;

« strengthening the constitutional court and judiciary;

* expanding assistance programs that support political
parties, democratic structures and procedures.

Inthe long term such initiatives, accompanied by governance
and training programs for the central government, politi-
cal parties, municipalities and local communities, will help
to strengthen basic democratic mechanisms in Lebanon
and ensure that all sectors of society participate equally
in political and economic development.



Recommendation #7:
Ensure UNIFIL's effectiveness and seek to
improve the general security situation

The security vacuum that has long existed in Lebanon
must be filled if the country is ever to become stable,
secure and independent. The ultimate goal must be to
create “One Country, One Gun”, with the Lebanese gov-
ernment having exclusive control of Lebanon’s security
and a monopoly on arms. This is some distance off, but
the international community can play an important role in
helping to stabilize the security situation in Lebanon and
thereby facilitate regional peace. An effective UNIFIL is
obviously vital to these efforts.

UNIFIL has now deployed nearly 10,000 ground and
naval personnel under this, its expanded second mission
(UNIFIL 11).2° These troops — Italians, French, Ghanaian
and others — are now rebuilding key bridges, opening
roads, manning border crossings and patrolling the
South. Their presence is important both practically and
symbolically: they provide direct evidence of the interna-
tional community’s commitment to peace while also serv-
ing to separate combatants, secure potential battlefields
and establish conditions under which a return to war will
be more difficult. These are important first steps. But to
be effective, UNIFIL must complete its deployment and
begin performing all aspects of its mission.

Securing the peace will of course be a process.
Hizbollah has no intention of disarming fully at this point
and it is unrealistic to expect UNIFIL or Lebanese army
to perform this function. UNIFIL can nonetheless now
use its more robust rules of engagement to support the
Lebanese army’s ongoing deployment in the South and
create additional room for maneuver. Specifically, UNIFIL
can improve security through observing potential conflict
areas, regular patrols and publicly reporting what it sees.
In effect, by limiting combatant movement, international
forces can help the Lebanese army to create a de facto
demilitarized zone into which, not unimportantly, humani-
tarian, reconstruction, and development assistance can
flow freely.

As a neutral arbiter and enforcer of the ceasefire,
UNIFIL might also propose playing a more active role
in the controlled caching and eventual decommissioning
of Hizbollah’s arms, something akin to the arrangement
implemented in Northern Ireland. The critical determinant
of UNIFIL’s success, however, will be whether it receives
sufficient resources and support from UN member states
to fulfill its mission. UNIFIL must have both the will and
the means to succeed.

Stepping back, it is clear that there can be no long-term
peace or stability for either Lebanon or the region unless
the international community begins to address the larger
geopolitical issues underpinning this conflict. These
issues include the Israeli-Palestinian conflict and some of
Hizbollah’s main grievances — Israeli occupation of
Shebaa Farms, prisoner release, the need for border
settlements, and an end to cross-border and airspace
incursions. Few hold any illusion that either these
Lebanon-specific security challenges or the wider con-
flictin the Middle East can be resolved quickly or easily.3!
However, by helping to establish a more stable security
environment in Lebanon, the international community
may provide some leverage to start tackling the trickier
questions of Lebanese sovereignty. With modest suc-
cess and a good deal of luck, these efforts may even help

to jumpstart similar efforts in the broader Middle East.

Brian Grzelkowski/Mercy Corps

30 Op. cit, UN News Service and ICG, p. 2. This figure includes 1,700
maritime personnel and 6,000 new ground troops of the roughly 10,000 ad-
ditional troops pledged for UNIFIL II. These are in addition to the 2,000 that
were already on the ground under the original UNIFIL mission (UNIFIL I).
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31 See ICG's report for an excellent discussion of geopolitical calculations
and the prospects for peace negotiations on these and other issues. ICG
makes a persuasive argument for moderating international expectations and
reform agendas under current UNSC Resolution 1701 (2006). Larger issues
like Shebaa Farms may ultimately prove fairly intractable and impervious to
resolution under current circumstances.
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CONCLUSION

The timing of the sudden, brutal war in Lebanon was a shock to many.
Few expected it and even fewer are sure what to make of the results.
Although Lebanese society continues to struggle with numerous politi-
cal, economic and social challenges, there are still some prospects for
positive change and grounds for hope. But Lebanon is again on the
verge of serious crisis. It will take a concerted effort by the interna-
tional community, Lebanese government and Lebanese people ifitis to
successfully rebuild and emerge as a stable, peaceful and prosperous
country. Lebanon has been treated as a geopolitical pawn and known
little but internal strive, instability and conflict for much of the last
60 years. The resilient Lebanese themselves will ultimately be respon-
sible for their success or failure in this challenging enterprise. But there
is much that the international community can and should do to help.









