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I. INTRODUCTION

https://www.aljazeera.com/news/2023/6/14/lebanons-parliament-fails-to-elect-president-for-12th-time
https://www.worldbank.org/en/news/press-release/2023/05/16/lebanon-normalization-of-crisis-is-no-road-to-stabilization
https://www.ilo.org/beirut/media-centre/news/WCMS_844831/lang--en/index.htm
https://www.worldbank.org/en/country/lebanon/publication/lebanon-economic-monitor-spring-2023-the-normalization-of-crisis-is-no-road-for-stabilization


4

discussions with Lebanese politicians, officials, and civil society members, as well as foreign 
diplomats, academics, policy experts, and leaders from the Lebanese American community. The 
discussions centered on Lebanon’s political situation, with a focus on underlying problems of the 
state, sovereignty, governance, election of a president, formation of a functioning cabinet, and 
pursuit of urgent reforms as well as socio-economic challenges and opportunities. The discus-
sions also explored the international dimension to consider the impact of external actors, includ-
ing the United States, France, and regional states. 
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support to be sustained and could risk conflict. However, a renewed focus on restoring Lebanese 
sovereignty and making the central state relevant and effective is both necessary and possible to 
stop Lebanon’s descent into a figurative jungle and return it to a path toward stability and pros
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tained, at present there is no realistic path toward that end. However, pressure should be applied 
to enable the Lebanese state—the army, the Internal Security Forces, and other state bodies—
to gain control of all of Lebanon’s borders, ports, and airports, perhaps with the support of a 
strengthened and expanded UN Interim Force in Lebanon (UNIFIL) mandate. These goals should 
be embraced as part of any package deal to end the current political impasse; implementation 
will require sustained international and regional support.

Decentralization should get a hearing.

There are a variety of proposals for decentralization and federalism, all of which have pros and cons 
and reflect the fragmented nature of Lebanese society and dismay over dominance by one armed 
group, Hezbollah. Decentralization paradoxically could strengthen sovereignty and state institutions, 
and popular support for them, by clarifying which authorities and responsibilities were vested in the 
unified state and which were left to local communities. A number of obstacles, including a lack of 
governance and administrative capacity at municipal levels, would need to be overcome, but this 
unfinished agenda item from the Taef Accord deserves renewed consideration.

Lebanon’s Socio-Economic and Financial Challenges 
and Opportunities
Lebanese leaders have little choice but to undertake IMF-proposed reforms in order to put 

Lebanon on a path to confidence and prosperity.

There are no shortcuts around the IMF program or soft landings for a crisis of this dimension. 
Some Lebanese leaders are taking false comfort from trends such as renewed remittance flows 
and the dollarization of the economy, claiming these obviate the need for painful reforms. Howev-
er, what is in fact occurring is the generation of an even larger black-market for capital, labor, and 
services, reinforcing core problems of mismanagement and misappropriation of Lebanese liquidi-
ty. Without restoration of confidence in the Lebanese currency, central bank, and financial sector, 
bad actors will increasingly dominate the economy and politics of Lebanon at the expense of the 
state, which will continue to disintegrate in the absence of revenue and relevance. The details of 
an IMF-Lebanese government agreement should be left to those two parties. Any agreed upon 
reforms will have to be politically sustainable and any costs shared equitably in Lebanese soci-
ety. However, there is no substitute for such structural reforms. Embracing an IMF program is not 
only essential to accessing IMF loans, it provides a “good housekeeping” seal of approval that 
can unlock assistance from a multitude of other international public and private sector sources.
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Appointment of a Central Bank of Lebanon governor committed to restoring confidence in 

Lebanon’s finances and monetary policy, and to meeting Financial Action Task Force (FATF) 

standards, is essential.

Once a new president and government are in place, a first order of business will be selecting 
a new governor of the central bank. This choice will be an early test of the political leadership’s 
commitment to true reform. The appointee should have the experience and profile that will help 
restore both domestic and international confidence in the office and enable the new incumbent 
to work with the government to stabilize the nation’s currency and foreign reserves and reform 
the financial sector. Regaining international confidence in Lebanon’s financial sector will require 
cooperation with international FATF authorities to ensure Lebanon is compliant with the highest 
anti-money laundering and anti-terrorist financing standards, which is in Lebanon’s own interest.

Creation of a sovereign wealth fund could protect revenue generated from  

offshore energy deposits.

With development of Lebanon’s potential offshore gas fields accelerating, it will be essential for 
the next president and government to protect any revenues generated by energy production 
against corruption or misallocation. Apart from criminal behavior, the temptation to use such 
income to address short-term government revenue crises should be resisted. Many models exist 
for types of sovereign wealth funds which can ensure this newfound potential source of wealth 
is not squandered.

Diaspora engagement should be strengthened through a Lebanese incubator  

investment fund.

One pathway to strengthening the Lebanese private sector is promoting entrepreneurship and 
utilizing Lebanon’s skilled youth by establishing an incubator investment fund. Such a fund can 
be sponsored by donor countries such as the United States, France, and Germany, as well as 
regional allies including the United Arab Emirates, Saudi Arabia, and Qatar. The Lebanese diaspo-
ra can play a critical role by investing capital and in-kind contributions from its considerable talent 
pool. The fund could be run by a board that includes members of the diaspora, business leaders, 
representatives from civil society organizations, academia, and educational institutions, and chan-
nel seed money as equity or loans to start-ups and entrepreneurs across Lebanon, prioritizing 
women and young people.
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There are no panaceas for the interconnected set of challenges confronting Lebanon 
today, and pursuit of the recommendations presented here will not resolve them alone. 
The Lebanese predicament is that its sectarian complexity makes governance and pow-

er-sharing difficult in the best of times, and these are not the best of times. Moreover, Lebanon 
cannot escape the reality that it is woven into the fabric of the Middle East, benefitting from its 
rich and complex culture but suffering its crises, conflicts, and fault lines. American engagement 
has been beneficial at times; however, periods of neglect and withdrawal have only witnessed 
the expanded reach of American foes in Lebanon—like Iran today— and local actors inimical to 
American interests who have fed off and accelerated the erosion of the state and sovereign-
ty. The challenge for Lebanese leaders and American policymakers is to move beyond rhetoric 
that opposes these trends and embrace tangible and realistic measures to advance an alternative 
vision for the country.

     

           

IV. CONCLUSION



13

MIDDLE EAST PROGRAM TEAM

Ambassador David Hale
Global Fellow, Wilson Center
Former U.S. Ambassador to Lebanon

Merissa Khurma
Director, Middle East Program

Alexander Farley
Associate, Middle East Program

Brooke Sherman
Associate, Middle East Program

Ibrahim Ahmad
Research Assistant,  
Middle East Program

Charles B. Rangel Fellow,  
U.S. Department of State

13



14

One Woodrow Wilson Plaza
1300 Pennsylvania Avenue, N.W.
Washington, DC 20004-3027 

wilsoncenter.org/program/middle-east-program
mep@wilsoncenter.org
facebook.com/WilsonCenterMEP
@WilsonCenterMEP
202.691.4160

http://wilsoncenter.org/program/middle-east-program 
mailto:mep%40wilsoncenter.org%20?subject=
http://facebook.com/WilsonCenterMEP 
https://twitter.com/WilsonCenterMEP?ref_src=twsrc%5Egoogle%7Ctwcamp%5Eserp%7Ctwgr%5Eauthor

