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Oxfam’s report “The IMF and Lebanon: The long road ahead” (October 2020) first starts 

by assessing the Lebanese economy and the causes of its collapse prior to giving 

guidelines for the potential IMF support programme.  

These guidelines are mainly relative to the mitigation of the inequalities as well as the 

widening wealth gap in Lebanon. Indeed, implementing an IMF programme in an 

environment where inequalities are ubiquitous could further deteriorate the wealth 

gap.   

 

 

 

The post-war “neoliberal” economic model, which was relying on a large-scale Ponzi 

scheme, favored the rentier economy to the detriment of the productive one, mainly the 

real estate and banking sectors. 

The main problems faced by the Lebanese economy are corruption in the public sector, 

staggering levels of inequalities (70.6% of wealth is owned by 10% of the population), and 

unsustainable public debt. For instance, 97% of tax revenues between 1994 and 2010 

were allocated to debt servicing. 

Today, the Lebanese economy is characterized by: 

- Exacerbated deficit of BoP. 

- Significant capital outflows. 

- Shortage of deposits, mainly from expatriates. 

- Increasing trade deficit. 

- Local currency has lost 70-80% of its value against de USD on the black market. 

- Massive decrease in the real value of the residents’ incomes. 

More specifically, the current socio-economic situation is characterized by the following: 

- Defaulting:  

Assessment of the current situation 
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March ($1.2bn), April ($700m) and June ($600m) 2020 default on Eurobonds, which 

amounts to a total default of $4.4bn in 2020. Defaulting on this debt added a new layer 

of challenges, as these bonds do not include a collective action clause1. 

- Informal capital controls: 

Lebanese banks, fearing a run on deposits that would destroy the banking system, have 

limited the amount that can be withdrawn in USD.  

- Covid-19: 

Due to road closures and containment/partial lockdown measures, MSMEs that rely on 

daily/monthly profits are heavily affected. Moreover, Lebanon has a large informal 

business sector which means that most employees do not have a signed contract ensuring 

legal protection. The latter could exacerbate poverty.   

- Fiscal injustice: 

70% of fiscal revenues are generated by indirect taxes. 

Moreover, the tax system is biased towards rentier-based activities, as tax on interest was 

only introduced in 2003 and Eurobond interest income was exempt until 2017. The same 

applies for capital gains tax on real estate, which was only introduced in 2017. 

As a result, insufficient fiscal revenues and the existing tax structure have contributed to 

a bloated banking system in which deposits reached 280% of GDP in 2016, and where 

banks hold most of the public debt. 

- Public debt: 

Over the last few decades in Lebanon, speculation has enabled a small number of 

individuals to make huge profits, as most of the debt payments went to private banks in 

the form of interest payments on treasury bonds. 

The escalating debt has been a source of increasing inequalities in Lebanon. 

The structure of deposits reflects these inequalities: as of 2018, 0.8% of accounts (24,421 

accounts) controlled 51.8% of deposits ($85,286bn), while 60.5% of accounts (1,749,104) 

controlled only 0.5% of deposits ($935m). 

 
1 A collective action clause (CAC) allows a majority of bondholders to agree to a debt restructuring that is legally 
binding on all holders of the bond, including those who vote against the restructuring. 
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- Inadequate social spending: 

Corruption, low fiscal revenue and low public investment have left the country with 

deteriorating infrastructure to the point that many households have been pushed to buy 

water and electricity from private informal suppliers to compensate for the shortage in 

public provision. 

The country still lacks one comprehensive social protection framework, leaving people to 

resort to private insurance. 

A major characteristic of the country’s social security mechanisms is that those most in 

need are the least covered. 

Lebanon’s education system is defined by a very large private sector that is only 

marginally subsidized through government allowances. 

 

 

 

- Large currency mismatch2 of $63bn (>120% of GDP). 

- Lebanon’s debt burden is now equivalent to nearly 170% of its GDP. 

- Total foreign currency debt: $31bn. 

- More than 70,000 workers are estimated to have lost their jobs because of the 

explosions. 

- Indirect taxes constitute today nearly 70% of the country’s tax revenues. 

- Between 1993 and 2018, banks’ net profits increased from $63m to a whopping 

$2bn, representing a 3,000% increase. 

- Major banking families that have a member who has held a cabinet position (e.g. 

prime minister, minister, etc.) hold at least $7bn in bank equity. 

- While debt servicing swallowed 32% of public expenditure in 2019, health 

expenditure stood at 3.1% and education at 8.9%. 

 
2 A currency mismatch refers to how a change in the exchange rate will affect the present discounted value of future 
income and expenditure flows. 

Relevant numbers 
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- An estimated 45% of the population are uninsured. 

 

 

 

General policy reforms stipulated in IMF lending programmes and policy 

recommendations prescribed in past Article IV reports on Lebanon are: 

- Tough fiscal consolidation measures to reduce public spending and increase 

government revenues. 

- Reducing the public wage bill. 

- Privatizing public services. 

- Removing electricity subsidies. 

- Freezing public sector employment. 

- Introducing higher indirect taxes. 

The government officially requested, in May 2020, the assistance of the IMF. It has been 

reported that the meetings with the IMF (more than fifteen so far) are focusing on the 

details of the economic reform plan prepared by the government, the restructuring of the 

financial sector, the reforms needed in the public sector, and the central bank and capital 

controls. However, inequalities are not given much importance. 

Given the high level of inequalities in Lebanon, the measures imposed by the IMF will only 

widen the already large wealth gap and exacerbate the socio-economic inequalities. 

When implementing the IMF programme in Lebanon, the mentioned challenge should be 

mitigated. Hence, progressive taxation, greater accountability and increased social 

spending, and ensuring labor rights, gender rights and minority rights should be 

considered when implementing the potential IMF programme.  

Thus, the following reforms must be implemented: 

- Progressive taxation, including a tax on extreme wealth (especially large deposits). 

On this regard, Oxfam in Lebanon calls on the IMF to conduct an impact 

assessment for the proposed tax measure and how they will affect gender and 

economic inequality and poverty. Any VAT reform must be accompanied by 

IMF support and Oxfam’s recommendations 
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effective exemptions or zero ratings for the most vulnerable consumer. The focus 

should also be made on increasing the tax burden on rentier activities. 

- Support the government in establishing a universal social protection and in 

increasing its expenditures on health and education.  

- Recommend policies aimed at building labor market institutions and supporting 

workers in the informal sector (e.g. establishment of a living wage3, ensuring 

gender equality in the workplace, protecting workers’ freedom of association and 

collective bargaining4). 

- Improve women’s employment terms and conditions as well as fairly incorporating 

them into the economy. 

- Reforms in governance in cooperation with the civil society, workers’ 

organizations, and communities. 

- Restructuring negotiation between Lebanon and its private creditors to bring back 

the public debt to a sustainable path. Private creditors should also share the 

burden of the losses as they have benefitted from the currently collapsing 

economic model. If debt is not dealt with, resources meant for social spending and 

coronavirus recovery will probably be channeled to repaying creditors. 

 

 

 

- “In the last few years, Lebanon has experienced a consistent balance of payments 

deficit for the first time in its history.” (Page 3) 

- “If Lebanon had in 2010 introduced a tax on net wealth at a rate of just 2%, by now 

it would have raised $12.8bn – more than enough to cover the loans pledged (but 

not yet disbursed) at the CEDRE funding conference in Paris in 2018, or the 

equivalent of 82% of its total foreign debt service payments since 2011.” (Page 4) 

 
3 A living wage is defined as the minimum income necessary for a worker to meet their basic needs. 
4 Collective bargaining is a process of negotiation between employers and a group of employees aimed at 
agreements to regulate working salaries, working conditions, benefits, and other aspects of workers' compensation 
and rights for workers. 

Some proofs the crisis started before October 2019 
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- “This unprecedented economic and monetary crisis is the result of decades of 

neoliberal economic policies.” (Page 6) 

- “The Lebanese political and economic system has historically contributed to high 

levels of inequality.” (Page 10) 

- “[…] the fiscal policies in Lebanon during the post-war era have placed a burden 

on the working class and disadvantaged populations through prioritization of the 

interests of the ruling elites.” (Page 11) 

 

 

 

 

 

 

 

In a nutshell, the potential IMF support should be accompanied by policies aimed at 

mitigating the high level of inequalities in Lebanon. 

 


