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Launching the Policy
Brief Series

In November of 2011, the LCPS has launched a new Policy Brief
series which aims to succinctly address key political, economic,
and social issues as well as provide policy recommendations

to a wide audience of decision makers and the public at large.
The idea behind these briefs is to argue and communicate more
effectively in few pages the problems at hand and how they
could be reformed.

The Policy Brief series builds on our long track record of
generating and debating policy ideas. Over the last 20 years,
we have produced more than one hundred books and policy
and research papers, and we have also provided multiple
forums for policy debates on governance issues of concern to
citizens’ welfare involving experts, scholars, decision makers,
and activists. The Policy Brief aims to complement our research
agenda and activities to more effectively set the policy agenda
for reform and inform the public at large.

The first policy brief which is on the independent municipal
fund argues that the distributional criteria - resident
population and direct local revenues - used to allocate
fund across municipalities are in fact increasing inequity
among local units, provide no incentives for higher local tax
collection, and do not properly allocate resources. They have
consequently benefited wealthier municipalities at the poorer
ones’ expense. The policy brief recommends that the criteria
are altered to include resident population, socio-economic
needs, and the efficiency of raising local taxes. Furthermore
the transfers should be issued on time in order to facilitate
planning and investment.

The policy brief will be regularly published and the next
upcoming issues will deal with decentralization, industrial
policy, youth employment, and corruption.
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Gas in the Levant Basin
Another Source of Regional Conflict?

The LCPS and the Carnegie Middle East Center
jointly held a panel discussion on October 20,
2011 at the Carnegie Middle East Center in
order to discuss the future implications of the
gas in the Levant basin.

More than 70 experts attended the event
including journalists, politicians, and academics.
The panelists were Ali Berro, who manages
administrative reform programs in the Office
of the Minister of State for Administrative
Reform (OMSAR) and who discussed whether
the Lebanese government is fully prepared and
equipped to administratively engage in gas
extraction and production; Walid Khadouri,
an editor at Dar Al-Hayat, who addressed the
regional impact of the gas fields; and Sami
Atallah, Director of LCPS, who remarked upon
the economic repercussions of the revenues that
gas production will generate. The discussion

was moderated by Carnegie’s Ibrahim Saif.

Berro, Khadouri, Saif and Atallah
during the panel discussion

According to Khadouri, the 2009 discovery of
the Tamar field in the Mediterranean Sea has been
wildly contentious for Israel and Lebanon who
have long disagreed about the demarcation
of maritime borders. Both countries have
claimed sovereignty over overlapping areas in
the Mediterranean Sea, with each declaring its
right to the reserves within their respective
boundaries. They are each eager to generate
revenue based on gas exports.

Berro and Khadouri outlined the four factors
which impede immediate action:

1. The absence of diplomatic ties between Israel
and Lebanon who technically remain at war.

2. The lack of mutually agreed upon land
borders which makes the task of establishing
maritime borders even more difficult.

3. Israel’s incompliance with the UN Law of the
Seas Convention makes it impervious to the
principles outlined by the UN convention.
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4. Other stakeholders (Syria, Palestine, Egypt,
Cyprus, and Turkey) who are exploring the
accessibility of recoverable gas off their
coastlines.

According to Berro, the Petroleum Law of
2010 was one of the crucial steps needed to
launch petroleum extraction in Lebanon. The
law approved offshore exploration and detailed
the contractual system that was to be adopted.

But Lebanon’s unfamiliarity with and lack of
expertise in the area of energy reserves raises
numerous challenges for its government:
Administration: In order to guarantee a balance
between securing profits for the state and
maintaining the incentives for corporations to
continue extracting the gas in the Mediterranean,
Lebanon needs to develop a competitive and
transparent bidding process with an apolitical
petroleum authority which will ensure that
optimal quantities are extracted.

Revenue management: Atallah suggested that
gas revenues be regarded as non-renewable
assets rather than income flows. One way to
commit to managing revenues that will ensure
sustainability is to create a sovereign wealth
fund. This will also preempt volatility in fiscal
spending which can accompany exorbitant
energy prices.

Managing the impact on other sectors: An
increase in natural resource revenues will
inevitably lead to the decline in the
competitiveness of the manufacturing

and agricultural sectors. This is due to the
appreciation of the exchange rate as inflows of
foreign currency increase or if there is a shift
in resources towards non-tradable sectors, both
of which are likely to lead to a higher demand
domestically.

Development and markets: Ultimately, if gas
discoveries surpass local needs, Lebanon should
be prepared in terms of export possibilities.
This requires the building of infrastructure
needed to liquefy and transport natural gas.

Atallah concluded by noting that the
newly discovered gas presents an exciting
opportunity for economic prosperity as long as
the Lebanese government is equipped to deal
with the challenges that come alongside it.

To see the video recording of this event, please visit
the following link:
http://carnegie-mec.org/events/?fa=3405
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Supporting Long-Term
Planning Capacity for

Conflict Prevention in
the Middle East

Foresight for Conflict Prevention in
the Middle East Panel Meeting

The LCPS and the Crisis Management Initiative
hosted a workshop on October 5, 2011 at the
Movenpick Hotel during which Members of
Parliament and government advisors analyzed
economic, environmental, and socio-political
trends and evaluated their relationship to
potential conflicts in Lebanon.

The first session focused on prioritization
and discussion of trends leading to conflict.
Participants evaluated each trend by
examining its impact on and probability
of leading to conflict. As a result, these
evaluations produced a well-structured
analysis of which trends are likely to have the
most influence in the development of conflicts
in Lebanon.

i
| ! ' Participants to
ot l the panel meeting

The second session dealt with cross impact
analysis of trends leading to conflict and
concentrated on the linkages between the
different trends. In this exercise, the participants
evaluated how strongly each trend influences
the other and how these trends interact with
one another. These evaluations fed into an
analysis that reflected which trends seem to have
the greatest influence on the whole system
(“sources”) and which trends seem to be the
result of development of other trends (“sinks”).

This workshop is part of a regional project
aimed to support long-term sustainable peace
and security in the Middle East by contributing
to the capacity of state planning in long-term
conflict prevention, particularly with regard to
economic, socio-political and environmental
threats.

ACTIVITIES

Understanding and
Avoiding the 0il Curse
in the Arab World

Sami Atallah, LCPS’ Director participated in a
workshop organized by the Economic Research
Forum (ERF) on “Understanding and avoiding
the oil curse in the Arab world” in Cairo on
October 7-8, 2011.

The workshop aimed at presenting and
discussing thematic papers addressing
implications of oil dependency on several
sectors including optimum savings-investments
decisions, economic growth, financial sector
development, exchange rate and monetary
policy issues, fiscal issues and political
economy of oil rents and governance.

Five country case studies were also
presented at the workshop including Saudi
Arabia, United Arab Emirates, Sudan, Yemen,
and Algeria. They addressed the degree of oil
dependence and implications for long- term
diversifications and the implications of the
region’s oil on the non-oil or labor-exporting
Arab economies.

The workshop which convened 30
researchers from the region and outside is
part of a five years research project entitled
“Research Initiative for Arab Development”
(RTA) which aims at providing rigorous and
policy-relevant research work on understanding
and avoiding the oil curse in resource-rich
countries.

Grants Awarded

Sami Atallah, LCPS’ Director, and Dima Karbala,
consultant at Booz Allen and formerly LCPS
research assistant won a grant from the
Economic Research Forum to study “How

did Lebanese firms export new sophisticated
products with few existing capabilities”.

This grant builds on their previous work on
industrial policy and export diversification.

The LCPS was commissioned by a Human
Rights organization to conduct focus group on
arbitrary detention in Lebanon.
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Upcoming activities
December 2011 / January 2012

Conference. “What Should
Be the Role of Regional
Governments in the Context
of Decentralization?”, jointly
organized with the Embassy
of Switzerland in Lebanon,
December 2011.

Meeting. “Impact of Sectarianism
on Employment”, January 2012.

M Subscribe. To subscribe to the LCPS Newsletter

send an email to info@lcps-lebanon.org
Subject: Subscribe me to LCPS Newsletter.

To unsubscribe from the LCPS Newsletter
respond by return email with ‘unsubscribe LCPS’
in the subject line.

Privacy notice. Personal details provided to
LCPS will be stored in our database and will be
processed confidentially. LCPS does not share or
distribute any personal information

For more details visit our website.

www.lcps-lebanon.org
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Director’s Note

The on-going debate on salary
adjustment in the country has
highlighted the much needed
economic and social reforms. Despite the
increase in GDP per capita over the last few
years, many Lebanese standards’ of living
has not improved. The private sector often
complains that the Lebanese youth do not
have the skills for them to hire, and hence
the problem, in the economic jargon, is in
the labor supply. However, the educated
youth complain that there are no jobs to
apply for in their fields in the first place,
and hence the problem in the country is

the labor demand. The consequence is an
increase in emigration particularly among
the skilled youth. We want to understand
more substantively these competing
hypotheses and hence we are launching

a study on the causes of unemployment
among the youth to help us better identify
the measures needed to address this
problem. We will keep you posted on the
research outcome.

Let me take this occasion to wish you, on
behalf of the LCPS team, happy holidays and
we look forward to seeing you next year.
Best wishes,

Sami Atallah

LCPS team Contact

Sami Atallah The Lebanese Center
Executive Director for Policy Studies

Rania Abi-Habib Vanlian Center

Development and
Communication Officer

Juliette Zoghbi
Financial Officer

Suzanne Massaad
Administrative Assistant

Eighth Floor
Mkalles
Lebanon

T +961 1 48 64 29 /30/31
F+961 1490375
info@lcps-lebanon.org
www.lcps-lebanon.org
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