June 30, 2020

Request to the IMF Executive Board

Reason:
The systemic corruption prevailing in Lebanon and its associated macro economic
impact: Corruption of the rulers, failure of the State to respect the international
commitments which bind it and especially those stipulated in the United Nation
Convention Against Corruption (UNCAC) and the repercussions of this systemic
corruption that has triggered economic instability and became a source of insecurity and
political instability with detrimental economic effects. Macro economic performance has
deteriorated to the point that Lebanon is now requesting a Fund -supported program as
necessary.
Applicant:
- Maitre Nadine Moussa - Attorney at Law
- Lebanese Swiss Association – L.S.A.
- Nadim Matta, Founder and Chief Catalyst at the Rapid Results
Institute (RRI)
-  ھﯿﺌﺔ ﺣﻤﺎﯾﺔ اﻟﺜﻮرة- Revolution Protection Body
- ( اﻟﻤﺮﺻﺪ اﻟﻠﺒﻨﺎﻧﻲ ﻟﻠﻔﺴﺎدMalaf) - Lebanese Observatory for Corruption
- Lebanon Abroad
- Mouvement des Citoyens Libanais du Monde (MCLM)
Request:
Fund is requested to proactively engage on a broad anti-corruption platform with the
need to prioritize the coverage of corruption being assessed to have a significant
macroeconomic impact, according to the Guidance Note of 1997 and the Framework
For Enhanced Engagement of 2018.
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Fund must address the problem of corruption in both surveillance and UFR (use of fund
resources) contexts, with the emphasis that any Fund supported program must include
corruption- related conditionality ought to be extensive, significant and specific, and
impose structural benchmarks aimed at criminalizing corruption in line with the UN
Convention Against Corruption (UNCAC)
Foundation:
Lebanon is a founding and active member of the United Nations and a member country
of IMF; it is bound by its provisions as well as those of the Universal Declaration of Human
Rights of 1948 (paragraph 3 of the Preamble to the Lebanese Constitution); Lebanon is
also bound by the provisions of the United Nations Convention against Corruption (known
as the New York Convention, which Lebanon ratified on April 22, 2009). However, none
of the obligations arising from said international commitments are respected by the
Lebanese authorities (in power for thirty years).
I - Background
On October 17, 2019, a revolution was born. Triggered by steep economic decline, and
fueled by over three decades of living in continuously deteriorating conditions, Lebanese
citizens from all walks of life, all ages, genders, and religious denominations rose up and
peacefully took to the streets in unprecedented numbers, in Lebanon and the diaspora.
They demanded, and continue to demand, an end to more than three decades of
endemic corruption that permeates all levels of Lebanon’s dysfunctional sectarian
system, one that primarily benefits the political class. The latter, composed of very wealthy
individuals and many warlords in power since the 1975 - 90 civil war, has failed the
country economically and environmentally, ignored and violated the Universal Declaration
of Human Rights (which is enshrined in the Lebanese Constitution) and crippled the
quality of life of the people.
Lebanon is facing a catastrophe. Hunger is spreading. Hospitals are critically running out
of supplies. Schools are shutting down. Businesses are closing. Gasoline - in a country
with no public transportation - is in short supply. Meanwhile, banks are restricting citizens
access to their money, and the lebanese currency has depreciated by almost 62.5%.
Lebanon ‘s financial system has been grossly mismanaged.
The State and sectarian militias are resorting to violence, attempting to vilify the peaceful
protesters and ignite civil unrest and chaos. But the Revolution is and will remain resilient.
The Lebanese people’s demands are simple: they want anti corruption mechanisms to
be implemented.
Urgent action must be taken by the international community and /or the IMF to support
such demands.
This will put serious and effective pressure on Lebanese government to take the
necessary and urgent measures to stem from its roots this endemic corruption, to
annihilate its consequences on the progress of public institutions and to help the
Lebanese people to rise to rebuild a true rule of law and democracy and an economically
prosperous country.
Unless pressure is immediately put on the political establishment, the country will continue
on a path towards complete financial ruin.
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II- Role of Corruption in State Functions relevant to economic activities:
Lebanon faces the most acute levels of corruption and fiscal leakages at many levels.
According to Transparency International (2019), it ranked 137th out of 180 countries
assessed.
The highly difficult challenges in terms of gaining traction on the need for reform are the
following:
1. Corruption is more ingrained in political and economic life:
1.1 Fiscal transparency and accountability:
The fiscal and monetary policies the past 6 years were disastrous, not mentioning
corruption and official’s embezzlement:
- Lebanon is facing a triple deficit. A ballooning public debt equivalent to 160 percent
of GDP, a spiraling government budget deficit (15 percent of GDP) - and balance of
payments deficit with capital flight leading to a negative current account. This has led
to waning investment confidence, inflation nearing 30 percent, increasing political
deadlock and foreign currency liquidity shortages.
Indeed, the total bank deposits in US$ are 144 billion: 114 billion are no longer existent as
the Central Bank spent $90 billion and the Finance Ministry $24 billion Such spending was
done with great impunity due to the lack of transparency in central bank decisions and
activities, the total absence of internal control/audits and an inexistent functioning of
accountability structures
- Fiscal authorities, including the ministry of finance, and monetary authorities, including
the central bank, have miserably failed to protect the public and private assets of their
citizenry. They have either failed to take concrete action or belatedly issued decisions
that penalized ordinary people and turned a blind eye to the violations of politicians.
In the absence of government action, the Association of Banks in Lebanon, a private
association with no official public mandate, has taken upon itself to impose unlawful
capital controls on individual accounts, reducing the population to begging in order
to retrieve their own money.
Meanwhile, and according to a communique issued by Samir Hammoud, the head of the
Banking Control Commission (BCL), close to 2.2 USD bn dollars were transferred from
Lebanese banks to Switzerland between 17 Oct. 2019 and 14 Jan 2020. Hammoud
declined a request by the attorney general to investigate the origin of these monies under
the pretext of banking secrecy, and threw the ball into the Special Investigative
Committee’s court. We suspect that politicians have used this loophole, of unofficial capital
controls, to funnel their own money abroad in a “legal” fashion. This has led to a collapse
of trust in public authority
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1.2 The business climate:
The companies are in a dramatic situation because they cannot function without paying
bribes especially in their relations with the administrative and fiscal authorities.
Although the Lebanese Penal Code criminalizes most forms of corruption, bribery has
become commonplace and an official practice to facilitate business in Lebanon:
A survey carried out by the Lebanese Association for Transparency in 2010 showed that
65% of Lebanese companies interviewed are forced to pay bribes to facilitate or speed
up government procedures, 47.8% of these companies had to pay between 1% and 5%
of their annual revenue to public officials. In 2011, Transparency International’s global
corruption barometer found that more than one in three citizens admitted to having paid
a bribe the year before the survey. What is even more outrageous is the fact that 97.7%
of companies feel obliged to pay a bribe to obtain a public contract. Bribes have become
an official process to speed up the business of investor
As such, Lebanon was placed in 2011 in the bottom quartile of the World Bank’s indicators
of global governance (WGI) scoring 19.4.
Also, according to the World Competitiveness Report of the World Economic Forum in
2012-2013, corruption is one of the major obstacles to the conduct of economic activities
in Lebanon, ranking just after insufficient infrastructure, red tape and government instability.
2. Anti corruption framework is weak and not in line with UNCAC:
2.1 The Judicial System:
Although the Lebanese Constitution guarantees the independence of the judicial
authority (art. 20) this institution suffers from the serious improper political interference
and influence over every aspect in judges’ careers, thereby subjugating judges to the
political authority, manifestly affecting its reliability (Freedom House 2012) and making
the judiciary vulnerable, ineffective and dangerous for litigants seeking “justice” (Global
Integrity 2009).
Despite the huge number of high profile corruption cases in media coverage, acts of
corruption offenses and laundering of corrupt proceeds were never adequately
criminalized, prosecuted and subject to effective sanctions. If any of corrupt offenders were
investigated, they are rarely prosecuted and almost never sanctioned. Nor were any
proceeds of corruption confiscated or returned.
The situation is even more serious and dangerous for citizens-litigants when we observe
that a third of Lebanese citizens admit to having paid bribes to the judicial institution
during the 12 months preceding 2011 (Transparency International). Bribes and irregular
payments are often exchanged for favorable court decisions.
2.2 The Special Investigation Committee:
This Special Investigation Committee - presided by the Governor of the Central bank-,
created to investigate suspicious transactions relating to the Central bank has exclusive
jurisdiction to lift bank secrecy, deal with counterfeiting, terrorist financing, embezzlement,
money laundering from organized crime and other financial criminal activities.
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On October 21st 2019, in accordance with the Anti-Money Laundering and Combating the
Financing of Terrorism (AML/CFT) Law passed in 2015, the Lebanese Judges Association
(a legally registered association grouping more than one third of judges in function) sent a
formal request to the Special Investigative Committee at the Lebanese Central Bank for
an immediate precautionary freeze of all the accounts of every individual in public office and
their associates (peps), pending investigative procedures
However the Special investigation committee ignored the judges request, thus did not meet
its legal obligations, and confirmed it to be an organism whose existence is purely formal
and of no real use.
2.3 Non implementation of anti-corruption laws
Many laws against corruption have been enacted but never implemented, either because
the necessary decrees of application were never issued (like for example the law on the
Access to Information) or because the stipulations of the law made its application
impossible (the law against illicit enrichment) or because the relevant authorities never
exercised their competences in applying the law…)
The Law on illicit enrichment defining criminal and civil offenses and the related sanctions
was submitted to Parliament in 2009 for amendments allowing its effective application,
but has never been examined (see Transparency International, 2011). According to this
law citizens wishing to prosecute illicit enrichment involving politicians, must pay an
unreasonable bond ($ 16,000 USD); and if the complaint turns out to be unfounded, the
complainant risks a substantial fine or even imprisonment.
Access to information Law took effect in February 2017 but was never enforced, because
the necessary decrees for its application were never issued by consecutive governments
who never bothered to establish “the body designated to oversee its implementation
nearly three years after its passage…” (Human Rights Watch 2019).
3. Public officials operate with great impunity:
For more than 30 years, Lebanese politicians and their wealthy associates have unjustly
enriched themselves through a myriad of corrupt strategies. These include embezzlement
of public funds, clientelism and nepotic allotment of public works projects, encroachment
on public spaces for private gain, as well as the destructive exploitation and division of
spoils of the country’s natural environment and resources. Many of these violations were
legitimated through the unjustified exercise of public authority and the abuse of judicial
power, with no possibility to investigate and/or prosecute offenders due to the immunities
protecting public officials and the bank secrecy often alleged to hide proceeds of
corruption.
The end result of the above mentioned challenges undermined both the authority and
credibility of the State in core areas of governance, and undercut confidence in economic
governance with evident huge macroeconomic costs.
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III - The macro-economic impact of Corruption:
The Potential macroeconomic impact was hidden until recently, even as corruption was
high, but it quickly emerged on a large devastating scale with the uprising of October
2019. Lebanon has become a failing state. Current ruling class has impoverished people
while enriching itself as nepotism and corruption are rampant.
The unprecedented uprising of Lebanese people that began on October 17, 2019,
couldn't stop the country from drifting towards a foreseen economic meltdown that has
led to severe consequences for Lebanese citizens. This resulted in spiraling
unemployment, inflation, social unrest, civil strife, and a severe deterioration in public
health services and other basic services.
The challenges that Lebanese people are going through include:
- a large and increasing public debt load, a sovereign debt equivalent to 160 percent
of GDP, one of the highest ratios globally according to the IMF
- a spiraling government budget deficit- 15 percent of GDP - and current account
deficits,
- balance of payments deficit with capital flight leading to a negative current account
- waning investment confidence,
- inflation nearing 30 percent
- foreign currency liquidity shortages
- a depreciation of the Lebanese pound in the parallel market of around 62.5 percent,
increasing political deadlock and foreign currency liquidity shortages.
- poverty rate stands at 45%
- unemployment among youth is as high as 50%
- a banking-sector crisis: banks, the main recipients of capital inflows, have heavily
invested in Lebanese sovereign debt (57% of their portfolios) are now unfortunately
insolvent. Capital inflows allowed a sectarian elite to entrench itself through
patronage, rather than performance. We estimate that Lebanese rulers have
embezzled over $280 billion.
30 years of government corruption has left the nation with no governance, a broken
economy, massive unemployment and over $280 billions of stolen monies by politicians
hidden in Swiss and Cayman Islands banks.
Lebanon will fade under this current regime without the intervention of the international
community, including the IMF, in an effective, efficient, significant corruption-related
engagement.
IV -Action required:
Given the macro criticality of corruption and its impact on Lebanon financial capacity, the
business climate and overall mistrust in government, we recommend ambitious
institutional reforms to be part of program conditionality, very close to the ones applied
in the Ukraine case, in four main areas:
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1. Condition eligibility for IMF funding with the following immediate actions:
Requirement of international audits investigating the effective and economic use of
public funds since 1992 and the Central Bank accounts.
Immediate Precautionary Freezing of all Peps assets as allowed by Law no44
dated 2015 on Anti money laundering and Combating the financing of terrorrism
(AML/CFT)
Immediate Adoption of Law on the Independent Judiciary - with no further delays
- (pointing that many drafts of law are sitting in the parliament drawers since 1992)
Enacting Law on Illegally Stolen Assets Recovery Procedure
2. Legislative reforms: adoption of enabling legislation for:
-

establishment of single public procurement authority
customs bill
immediate implementation of the Access to Information Law
amendments to illicit enrichment law with lifting of bank secrecy and removal
of immunities for all public officials

3. The establishment, with the active engagement of civil society, of a new
independent anti-corruption investigative agency and the appointment of an anticorruption prosecutor.
4. Simplification of the regulatory framework including permits and administrative
procedures, and inspections of businesses and abolition of monopolies to
strengthen the business climate.

CONCLUSION:
We know that your respectable institution is keen on enhancing effectiveness in any
engagement to help member countries address governance and corruption issues that
are judged to be macro-economically critical as we have shown in this request is the case
for Lebanon.
We have demonstrated the devastating macroeconomic consequences of this systemic
corruption, how the anti corruption institutional framework is not in compliance with
UNCAC, and how its enforcement is almost nonexistent. We also have recommended
the best ways to assist Lebanon to tackle this devastating systemic corruption.
Strong and focused effort to tackle corruption by the Fund will help protect the Fund’s
reputation and integrity, and improve the effectiveness of economic policy and institutions
in Lebanon. Failure to address these issues in any fund supported program will not only
jeopardize the IMF esteemed reputation but will also undermine the safeguarding of the
Fund resources, and the support for the Lebanese, especially the restoration of their hope
to live in dignity, freedom and prosperity through justice, reinstating transparency and
reinforcing the rule of law.
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Respectfully,
the signatories:

Maitre Nadine Moussa
Attorney in Law

Wadih Assaf
Lebanese-Swiss Association – L.S.A.

Nadim Matta
Founder and Chief Catalyst at the Rapid Results Institute

Linda Boulos-Macari
 ھﯿﺌﺔ ﺣﻤﺎﯾﺔ اﻟﺜﻮرة- Revolution Protection Body

Charles Saba
( اﻟﻤﺮﺻﺪ اﻟﻠﺒﻨﺎﻧﻲ ﻟﻠﻔﺴﺎدMalaf) - Lebanese Observatory for Corruption

Pierre El Sokhn
Lebanon Abroad

Elian Sarkis
Le Mouvement des Citoyens Libanais du Monde (MCLM)
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Maitre Nadine Moussa - Attorney in Law
Maitre Nadine Moussa is a Beirut based Attorney with over 15 years experience in public interest
advocacy and promoting civil society organizations, subject of a profile in Wikipedia, founder and former
president of the Lebanese Association to Prevent Corruption, civil rights advocate and pro- bono legal
consultant for human rights and environmental cases and NGOs, advocate and local organizer for
women’s empowerment, published op-eds in local newspapers, speaker on the promotion of democracy
and fight against corruption in the Arab world at several international forums (G8's Broad Middle East &
North Africa Initiative, Arab parliament, Arab League) and active member of Lebanon Bar Association
since 1995.
Lebanese-Swiss Association – L.S.A.
The Lebanese Swiss Association - L.S.A is an association, which aims at achieving the 30 articles of the
Universal Declaration of Human Rights in Lebanon, and this is by using all the judicial routes available for
the prosecution of anyone who stands behind the violation of human rights of the Lebanese people.
L.S.A. is a non-profit association under the laws of Switzerland registered under the number CHE159.574.379.
Nadim Matta, Founder and Chief Catalyst at the Rapid Results Institute (RRI)
Nadim Matta is founder and Chief Catalyst of the Rapid Results Institute (RRI). He has led teams that
introduced RRI’s 100-Day Challenges in several countries in sub-Saharan Africa, as well as in Mexico, the
UK, the US, and the UAE. His work has been featured in the New York Times, the Harvard Business
Review, and the Stanford Social Innovation Review, and he was named by Foreign Policy Magazine as
one of the 100 Top Global Thinkers.
 ھﯿﺌﺔ ﺣﻤﺎﻳﺔ اﻟﺜﻮرة- Revolution Protection Body
The Revolution Protection Body is a round table including a variety of revolutionary groups. It offers a
democratic platform for the 17th of October Lebanese revolution. Our main goal is to establish a real
democracy and hold the corrupted officials who have been robbing us blind for 30 years accountable.
( اﻟﻤﺮﺻﺪ اﻟﻠﺒﻨﺎﻧﻲ ﻟﻠﻔﺴﺎدMalaf) - Lebanese Observatory for Corruption
The Lebanese Observatory of Corruption was formally registered to the Lebanese Ministry of Interior in
November 2005, under Number 155/2015, the members are of various communities and intellectual
backgrounds. Since its founding, it has been aimed at detecting and exposing corruption in public
administrations and public transactions and using the relevant references to hold the perpetrators
accountable, in cooperation with civil society associations, the media and correctional initiatives from
public activists. Since its inception, the Lebanese Observatory of Corruption has undertaken a series of
efforts to correct public transactions, particularly in the areas of solid waste management, water
management, electricity, communications, judiciary and regulatory systems, at the judicial and media
levels and parliamentary pressure.
Lebanon Abroad
Established in December 2019, Lebanon Abroad was established by a group of Australian Lebanese
Diaspora who are passionate about democracy, social justice and humanity.
Lebanon Abroad is an NPO organization located in Sydney-Australia. Our mission is to support and raise
awareness of any issues facing the Lebanese diaspora communities, and to offer guidance to the new
Lebanese arrivals who want to settle, study or work in Australia. Most recently, after the Lebanese people
started to peacefully protest against the corrupted and sectarian governance system in Lebanon, we took
upon us the mission of providing them with any possible support. In Australia, we are living and
experiencing the importance of human rights in building an equal, respectful and inclusive prosperous
nation. Watching our fellow Lebanese uprising to demand the basic human rights for them and their
children has sparked a hope to seeing Lebanon as fair and thriving as Australia.
Le Mouvement des Citoyens Libanais du Monde (MCLM)
Le MCLM réunit des ressortissants libanais résidant au Liban ou en dehors du Liban, indépendamment
de leurs confessions ; il accueille toute personne désireuse d'agir activement afin de promouvoir et de
défendre les valeurs démocratiques et républicaines au Liban, sur une base institutionnelle non
confessionnelle ; le MCLM est enregistré au registre des associations de France sous le numéro RNA
W751251717.
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