




































































































































Question 1: How does political stability and various political factors affect the 

value of currency? 

Question 2: What are the key economic factors that caused currency depreciation 

in Lebanon? And how can the Lebanese government revalue its currency and 

stabilize it? 

Question 3: Which political path should Lebanon take towards monetary 

stabilizations?

Question 4: Lebanon is never at low risk of political unrest, to what extent do its 

numerous internal conflicts as well as its geo-political connection to the region's 

turbulences have a negative effect on the country's economic growth? 











 Question 1: How does political stability and various political factors affect the 
value of currency? 



Interviewee 1 The political stability affects the value of the currency. He said that the political stability 
depends on how we define it vis a vis of the different economic factors that contribute to 
that political stability.  
The first factor is that, Lebanon’s economy in general and the size of its economy and the 
nature of its economy is very volatile, meaning that, the Lebanese resources and its export 
are minimal when compared to other countries. In Lebanon our resourses are limited to 
few local manufactured products, that doesn’t allow us to compete with the regional 
environment around us, with the regional trade. During the post Taef agreement, we 
depended on non-productive sectors, such as tourism, real estate, and banking, meaning 
that those sectors, specially the banking sector, were not able to keep up with a good 
financial sector.  
The second factors, is the Lebanese policy of a fixed exchange rate since 1997, which 
contributed to our current crisis because it made imports more affordable to the Lebanese 
population at the expense of locally produced goods. If we take a look at the balance of 
trade in Lebanon, it has been in the negative since 1990 consistently.  
 

Interviewee 2 Currency is usually backed up by foreign reserves available in the central bank. However, 
the economic and political stability of a country also have a direct impact on the currency 
because it increases the risk of trade and investment and economic risks which also back 
up the currency. Currency is not only backed up by foreign reserves it is also backed up 
by economic growth and stability and political stability as well, which also impact foreign 
reserves, because foreign reserves are formed and made from foreign currency coming 
into the country, and it can only come into the country if there is stability.  So, this how 
the political stability affect the value of currency. 
 

Interviewee 3 When talking about political stability, we mean the Rule of Law, strong institutions, 
efficient governance, low corruption, and an enabling business and investment 
environment. Consequently, when a country lacks such fundamentals, local and foreign 
investors’ confidence in the country weakens and so do foreign direct investments and 
remittances, which have been essential over the past decade-plus to maintain the peg with 
the US dollar in Lebanon. The unstable political environment in the country, the unstable 
Democracy, the abuse of power, and the overall corruption weakened the state’s ability to 
submit a coherent and cost-saving budget, to plan strategically and to provide the 
fundamental public services, such as infrastructure, access to food, education, health care 
and other. This influenced in a negative direction the level of GDP, which affected the 
value of the currency, and led to its depreciation starting 2019.  
 

Interviewee 4 At a first sight, my first impression is that there is no direct relation between these two 
issues. Because the monetary policy is conducted by a public monetary institution called 
the central bank. Which is totally autonomous, totally independent from the government 
or from politics, if we consider that the government is politics or practice politics. Unless, 
the governors and the administrators of the central bank open the door for politicians to 
step in to intervene to have their say or influence on the central bank. In Lebanon, the 
government and the other administrators were mistaken, because they didn’t apply the 
total neutrality or independence from politics of the central bank.  
Personally, I don’t find any legal or at least legal relation between politics and the monetary 
policy conducted by an autonomous institution which is the central bank if again and again 
the governor, the other administrators, insist on applying strictly the rules and regulations 
of this institution that manage and condition this institution. You could have an unstable 
political situation and at the same time you can have a reasonable strong currency. If the 
central bank is fulfilling its full mission properly and applying the Lebanese law on money 
and credit, you can still have a strong currency with all the political instabilities. 



 

Interviewee 5 The issue is about how the government is managing the social affairs. They fixed the 
currency in an artificial way and then the situation was out of hands because of the 
corruption in the country. In fact, is not about the nature of the economy, if it’s industrial, 
touristic or else, but it is how the government is managing the flow of money generated 
from these sectors. Lebanon has passed through a lot of critical political situations since 
the 1975 war, one of them is the era of the Syrian regime control that ended in 2005. The 
political corruption surely led to the economic corruption, thus affecting the value of the 
currency. During the cabinet sessions of the Council of Ministers, we witnessed how they 
used to agree on the table how they will distribute the money even before receiving the 
revenues from the various sectors. The Lebanese lira has no value now, because of that, 
the country dollarized itself.  
 

 Question 2: What are the key economic factors that caused currency depreciation 
in Lebanon? And how can the Lebanese government revalue its currency and 
stabilize it? 
 

Interviewee 1 The economic factors that contributed to the currency devaluation, are the money that 
disappeared, since the beginning of the revolution, around 30 US billion, and this is not 
the consumption money (spent on the subsidies, oil, medications, wheat and so on so 
forth), nor the money that was transferred outside the country.  The looted money is the 
money that was corrupted or spent on the government’s projects. Returning the money 
requires may be European or American sanctions, and this is a political decision. Of 
course, there are experts in law that might know the legal procedure to do so, but from a 
political perspective, I don’t see it politically viable. 
The depreciation in the currency market is directly connected to the size of the reserves 
in the central bank. When the amount was up to 4 billion the central bank was able to 
price the fixed exchange rate at 1500. As long as the central bank was able to supply these 
dollar bills (since in Lebanon, we depend on using the cash) we didn’t have any issue in 
the exchange rate. The depreciated Lebanese lira can no longer support its reserves, when 
you print money, you are automatically feeding your inflation. The market has become so 
volatile and sensitive that it allows a lot of political intervention. Today if Riad Saleme 
agreed with a couple businessmen or politicians to pressure any political side, he will float 
the dollar.  
The government cannot fix this issue unless they have a complete economic plan. On the 
other hand, the World Bank and the IMF plan, will create austerity measures downsizing 
the public sectors, this will all affect the country for the years to come. If the IMF reaches 
a certain solution with Lebanon, this will lead to the currency stabilization, not currency 
fixation, because the fixed exchange rate will lead us to the same problem, which means 
we keep the currency floating within a certain range. Unless we address the negative 
balance of payments and start putting it in the positive through the balance trade, financial 
sector, productive sectors, small and medium enterprises, investments, and enlarging the 
private sector.  
Restructuring the baking sector in Lebanon is another important thing. I don’t believe 
that the baking sector in Lebanon should be unscaled. According to Jad Chaaban, a 



Lebanese economist, there is 40 to 41 % of politicians that sit on the board and trustees 
of major banks in Lebanon. So, they were lending money to the government and then 
took part of the governments’ budget. They knew that the government and the economy 
were unproductive, yet they were happy with that. There is a need to address these losses, 
the bank’s continuous credit to the Lebanese government did contribute to this economic 
crisis and therefore the people cannot bear the brunt of full losses in Lebanon. Not the 
people should bear all the haircut, capital control and all those restrictions. All the above 
reasons are connected.  
 

Interviewee 2 First, let us start from the end. Currency depreciation started by the lack of foreign 
currency available in the central bank to back up the local currency. This lack was triggered 
basically by the consistent economic downturn over several years, due to consistent public 
spending without any development, and by the consistence of a negative trade balance. 
So, we were actually buying more than selling for several years. All of this reduced and 
shrunk the foreign currency reserves and the capacity for the central bank to back up the 
local currency. On top of that, a consistent political instability over years, due the void in 
the presidency for two and the half years. The lack of investments in infrastructure, 
corruption, and the bad policy by the political majority, as well as, a fiscal policy that was 
almost non-existent from the finance ministry and the cabinet.  
The Lebanese government can only stabilize the currency if it actually lets it float freely 
while conducting reforms on the political side and the structural side. It can introduce new 
policies to make sure that there is economic stability by conducting reforms in the public 
sector, by installing independent authorities for each sector, by opening the markets for 
foreign direct investments for competition, and by protecting its sovereignty from the 
uncertainty of the existence of the paramilitary groups outside the control of the 
government, on the contrary they are controlling the government rather. So, all of the 
above measures, can have a direct impact on the currency stabilization.  
 

Interviewee 3 Years of sectarian wars and political unrest in the region have led to the degradation of 
Lebanese society creating many unnatural and unilateral sectarian fractions under one flag. 
They led to the collapse of the Lebanese currency that slid from 1.500 LL to the dollar in 
2019, to 34.000 LL in January 2022.  
Mismanaging the economy blocked long-needed reforms and produced a rentier economy 
feeding off a corrupt state. The mismanagement was covered by the state borrowing from 
foreign entities and then from the Lebanese banks which totally ignored their fiduciary 
duty to depositors by lending a failed state.  
Eventually, Lebanon began to run out of reserves and the banks were not able to attract 
foreign funds to cover the deficit. Key reasons behind the currency depreciation include: 
(i) The widespread corruption across ministries and industries most notably the ministry 
of energy which cost Lebanon more than $40 billion over the years (a substantial amount 
of the current debt).  (ii) The halt of foreign exchange inflows that were discouraged after 
the deterioration of the Lebanese relationships with the Gulf countries and KSA, and 
dropped the GDP to $21 billion in 2021, according to the World Bank reports. (iii) The 
different financial engineering operations led by the BDL, based on accumulating foreign 
currencies with high interest rates, causing a Ponzi scheme effect and a consumption 
bubble. (iv) The subsidy program, financed by the BDL foreign currency reserves, and 
estimated at $405 million per month, that was meant to import items such as fuel, wheat, 
medicine and other; but wasted the hard currency, only to smuggle the imported items 
into Syria, through the Hezbollah controlled borders. (v)The government default by $1.2 
billion Eurobond, in 2020, that was the first sovereign default for the country. (vi) The 
monopoly power of some sectors and industries, such as the Telecommunications sector, 
EDL, Casino Du Liban, The MEA, and others, who set the price they want, offer products 



with no substitute, and cause inflation. (vii)The tourism sector that had been repeatedly 
hit, because of the different wars with Israel, the Covid-19 pandemic, the closure of the 
airport, compounded by the 4th of August Beirut port explosion. And finally, (x) The 
undeclared haircut on dollar deposits that affected the smaller depositors, while funds 
were bleeding out of the country considering the parliament’s failure to pass a capital 
control law, on time, in response to the crisis.  
What is needed is a deep political transformation, and the willingness to apply harsh 
reforms starting with the abolishment of sectarianism and clientalism.  
Before the upcoming elections, the government will need to strike a deal with the IMF, 
secure enough funds to jumpstart its economy, and guarantee a safe passage to foreign 
direct investments. As inflation is hitting high records, the currency board would have 
been a good starting option. It could have built confidence, organized the multiple 
exchange rates, and stabilized the Lebanese economy. But now, with $28 billion in 
reserves, including gold, and with a banks’ balance sheets hole surpassing $83 billion; a 
program to restructure the banking system had become more than vital. The program can 
help the banking system regain its liquidity and solvency, operate with the international 
financing system, and preserve its relations with the correspondent banks. Around 50% 
of the banks need to be liquidated while mergers and acquisitions between banks should 
be designed. After decreasing the number of banks, and lifting banking secrecy, it would 
be of interest to follow the example of the Swiss National Bank, described as a joint-stock 
company, and convert the remaining $12 billion in reserves, into bank shares, known as 
“bail-in”. Voting shares will be then held by the public shareholders.  
Furthermore, the government will need to deal with all the leakages in its vital industries 
such as electricity, government positions, the airport, the port, the communication sector, 
and other sources of corruption and waste. Establishing a National Sovereign wealth fund 
based on clear standards and external audits can limit corruption and build public 
confidence in the management of the resources revenues. There is an urgent need to 
digitizing the public sector including the customs processes while reforming the public 
procurement. 
The government will also need to boost the main economic drivers, which are the family 
centered startups and SMEs that can create jobs, foster innovative and creative activities, 
produce, and invest. Encouraging the entrepreneurial ecosystem can reduce brain drain 
and poverty, develop competitive advantages and contribute to the country’s economic 
growth. Encouraging exports can help the country gather more USD and enhance its 
reserves. Also, tourism which used to be a great source of foreign currency flows into the 
country can help build reserves further. The government should lend serious attention to 
this sector and make the country appealing to foreign visitors. Lastly, the availability of 
gas and oil on Lebanese land could be a great source of wealth that is much needed. But 
that won’t be available for 7 to 8 years and will require full transparency and modern laws 
to bring this project to fruition. Meanwhile, the country can benefit from the abundance 
of water, wind and sun and embrace these resources sustainably. Legal and policy 
frameworks should be ratified to grow renewable energy, through public and private 
sector partnership. 
 

Interviewee 4 We know that the most important guarantee for the stability of any domestic currency is 
no more gold after the fall of the Britain woods agreement precisely in 1971. But in 1971 
the quantity of dollars “Mass Monitaire” became so important and the stock of gold didn’t 
expand as the expansion of the money ($). Therefore, such conversion wasn’t at that time 
anymore applicable. That’s why President Nixon declared that from now on our dollar 
will be directly linked to a series of indices like, evolution of inflation rate, of the 
unemployment rate, the deficit in the trade balance, the deficit in the balance of payments, 



the expansion of the public debt, consumption in general, demand in general and the 
economic growth. 
In other words, if this quarter the unemployment rate has increased automatically the 
dollar will depreciate on the exchange rate market in the states Vis a vis toward other 
international currency for example the euro. This was the best way that this flexibility of 
the exchange rate was considered as the most important solution for any domestic 
economy to adjust itself by itself.  
In Lebanon surely, we did the opposite. We fixed the exchange rate and this was a very 
honorous policy it cost the Lebanese depositors, and public treasury billion and billions 
of dollars that the central bank was obliged to use in stepping in the exchange rate market 
to keep the exchange rate of the lira fixed vis a vis the USD and it wasn’t the best way to 
keep the entire competitiveness of our domestic production. 
What is happening now with the depreciation of the lira is due to many factors. First, we 
have a central bank that doesn’t owe/ possess anymore expect 9 million 2 hundred and 
20 thousand ounces of gold that are worth now around 20 billion dollars. This is the only 
real reserves that our central bank owns. While the dollars that were deposited in the 
central bank by the banks were the ownership of the Lebanese depositors or the non-
Lebanese depositors in the commercial banks. And those deposits in the central bank 
amounted up to 75 billion dollars that most of them have disappeared. That’s why an 
international company society has been in charge to investigate about the reasons behind 
this financial gap by the central bank that is estimated around 55 billion dollars. 55 billion 
dollars does not exist anymore. We call this “forensic Audit”. Here, we don’t only notice 
an error in the figures but we investigate about the reason behind committing these errors. 
This is the difference between auditing and forensic audit. Then, all the dollars that still 
exist in the central bank are the ownership of the depositors. The central bank does not 
own any penny of the cash, it owns only the stock of gold.  
In parallel, and since 2019, the beginning of what we have called the social revolution in 
Lebanon, around 20 billion dollars has been withdrawn from the banks and transferred 
inside the country and outside the country deposited in foreign banks.  
After this illegal operation, why illegal? Because the information at that time was given for 
a limited number of big depositors and influential people and there it was hidden from 
the rest of depositors that banks will be exposed to a serious risk of illiquidity. Here, the 
Lebanese depositors have lost practically their money savings in the banks plus the central 
bank has lost the financial gap the 55 billion dollars belonging to the Lebanese depositors 
and the public treasury have lost billion and billions of dollars indebted from international 
conferences like the Paris conference or from other international banks and financial 
markets. The public sector, central bank, commercial banks and the private sector have 
incurred a national bankruptcy in the absence of capital and because the government was 
obliged to pay at least its employees, the employees of the public sector like the army and 
the military forces. The government was indebting from the central bank liras through the 
creation of new liras. The only institution capable of creating liras/ domestic currency is 
the central bank. Because of these facts, the Lira is weak and will continue to depreciate. 
In this very particular case, we can perhaps discover a certain relationship between politics 
and the depreciation of lira. Where exactly? When the governor acts against our law on 
money and credit and lent the public treasury billions of dollars. Why? When we read 
carefully our law on money and credit in Lebanon we see it stipulated very clearly that the 
central bank doesn’t have and prerogative to lend the public treasury but only to give it 
what we call an exploitation credit. Here, we can at the same time assure that this governor 
fell under the influence of politicians and perhaps together they were partners in stealing 
the savings of the Lebanese and non-Lebanese depositors in the banks, benefitting from 
a certain external political protection if we consider that there was a plan against Lebanon 



to let it fall financially, not because of terrorism but because of a financial crisis, provoking 
a financial crash. 
 

Interviewee 5 Again, the political corruption has led to the economic corruption. For example, the 
decision of the Central bank to debt money to the government was taken during the 
cabinet sessions. The maladjustment of political life led to the maladjustment of economic 
life. We can have a rentier system because there is a lot of money that enters the country, 
in addition to foreign investors that used to have trust in the banking sector in Lebanon, 
however, the result was that everything collapsed together. In addition, the largest mistake 
that was made, is fixing the value Lebanese lira to 1,515 for each 1$. This fixation of the 
currency, made us live in a delusion, rather than letting the currency flow, so that the 
economy regulates itself. With all the mess in the country today, I consider that the 
economy is regulating itself with the flow of the currency, yet, there is still a need to unify 
the value of the L.L./dollar, rather than having 3 or 4 different prices, leading to the 
dollarization of the economy. 

 Question 3: Which political path should Lebanon take towards monetary 
stabilizations? 

Interviewee 1 The path to monetary stabilization cannot be separated from the path to economic 
salvation which includes a full recovery plan for the economy, promoting interest rates, 
promoting some productive agricultural sectors (for example the barriers, wine, slugs and 
weed that can be used for medications and other thousands and thousands uses of these 
drugs other than simple consumption). From the liberal economic perspective, I would 
tell you that those that want to consume will consume regardless of whether it is legal or 
illegal, well that is my own personal opinion. But, when you put a regulatory authority and 
make sure that there is a process that buys this weed from the plantations and farms 
process it in packages and sells it automatically abroad and all companies internally that 
might use it, in other words, when you control the supply chain all the way from raw 
material to production then you can make sure that it does not violate any laws or religious 
or conservative or social values or anything of this sort. This can be a very important 
resource for Lebanon and the path to monetary stabilization since it brings us around 2 
billion dollars, creating a highly productive agricultural sector. All of this goes back to the 
same issue, we should support the pillars of the economy. And this is what I mean by the 
politics of money. I cannot tell you, put 100 billion of dollars in the central bank and the 
lira will be fine. It will be fine. But for how long? There should be a change in the economic 
pattern and thought in Lebanon. You need to change the way you think and the way you 
spend your money.  
 

Interviewee 2 Again, we’ve said that the political path is political stability, reforms and a good fiscal 
policy that allows the government to stabilize the economy and its income, curbing 
corruption and at the same time creating enough reserves of foreign currency through 
better trade deficit management.  
 

Interviewee 3 Institutional frameworks are the critical key to the relative success of any economy. In a 
predatory state based on the exploitation of its people, massive reforms are to be 
conducted, including: (i) A clear separation of powers that requires a clear division 
between the principal institutions of the state- executive, legislature, and judiciary-, to 



safeguard the citizens’ liberties and break the curse of corruption, sectarianism and 
confessionalism. (ii) The rule of Law. A fair judicial system, to enforce internal order and 
internal peace, and protect human rights, against violations committed by those who hold 
power, is vital. (iii) The Implementation of sound and good governance to enhancing 
transparency and accountability. (iv) The application of an expanded administrative 
decentralization. According to the Taef agreement, it should be adopted at the level of the 
smaller administrative units…in every district, to ensure local participation. The flourishing of some 
regions will dismantle the “raison d’être” of those who created the ‘state within a state”. 
(v) Freezing the consensus democracy that empowers elites who are resistant to change. 
The agonizing consociationalism is associated with many underlying institutional 
problems, including confessional quotas, power sharing of political forces, and trans-
sectarian movements. The state is weak because diffused fragments of society have stayed 
strong. They should be dismantled. (vi) The implementation of the Security Council 
resolution 1701(2006), the Taef accords, and of resolutions 1559 (2004) and 1680 (2006), 
that prohibit all armed militias and groups from operating in all of Lebanon. The 
resolutions call that there will be no weapons or authority other than of the Lebanese 
state. And lastly, (vii) The resolution of the maritime border dispute between Lebanon 
and Israel to exploit the gas fields and produce enough electricity. 
 

Interviewee 4 Economics in general need optimistic expectations based on trust and confidence in the 
political deciders, the governor of the central bank who is a very important money decider, 
the minister of finance and the minister of economics. Within any state we have some key 
positions that should be occupied by outstanding people not only have a good 
performance but an outstanding one. And at the same time, very faithful and highly 
virtuous.  
50% of the economic, financial and monetary issues are based on expectations, trust and 
confidence in the group of deciders. Any new presidential term should be very careful in 
appointing those deciders. They should be appointed in a very precise way. Because those 
people build or destruct. There is no in-between.  
The other 50% is mastering the techniques. When you are a minister of finance you should 
be a good financial individual, a good economist and expert in monetary policy to be able 
to conduct a central bank and to contribute efficiently in boosting the national economic 
growth, to create more jobs for the future generations, to avoid accumulating debt on the 
public treasury, activating the money and exchange rate market and respect the forces of 
these two markets not eliminate these markets as it happened here since 1993, when Mr. 
governor has replaced by his honorable person and decisions the two markets and the 
exchange rate market. He didn’t recognize the existence of a money market because in the 
money market the price of money is determined by the demand and supply forces. He 
also decided in a centralized way, what the interest rate should be. Unfortunately, he 
decided a very high interest rate that paralyzed the domestic investment and therefore the 
job opportunities, exports and building of a diversified national economy. Also when he 
fixed the exchange rate at 1500 lira Vis a Vis USD and vice versa. So here he neglected 
also the exchange rate market where there are also forces of demand and supply in the 
market. This clearly acts against our constitution where it is clearly stipulated that Lebanon 
has a free liberal economy which means a market economy where we are supposed to 
have markets everywhere as well as a market for money and exchange rate. 
 

Interviewee 5 In order to make a change in the country, the “Accounting Decision” for anti-corruption 
and digital transformation should not stay ink on papers. When these decisions were 
adopted it in the Council of Ministers, they said it still need “Application Decrees”, that 
unfortunately, were not implemented. In order to organize the economic system in the 
country, fighting corruption is a must. The intentions to do so, are not pure in our 



government. That’s why we say now that we need a new covenant, new presidential 
elections, in which it focuses on fighting corruption and reform.  
In Cedars Act, we received 11M Dollars, 4M as a gift and the other 7M are for investment 
in order to fight corruption, yet nothing was implemented. The issue of importing gas 
from Egypt to Lebanon to produce electricity is not working, because the World Bank is 
requesting to establish the Electricity Regulatory Authority (ERA), which is not accepted 
by the Ministers of the Ministry of Energy and Water, because they want to be the 
decisions’ makers. 

 Question 4: Lebanon is never at low risk of political unrest, to what extent do its 
numerous internal conflicts as well as its geo-political connection to the region's 
turbulences have a negative effect on the country's economic growth? 

Interviewee 1 The important thing to notice is that no country in the world, due to our international 
trade regime, can exist without collaboration regionally and internationally. In the case of 
Lebanon, in a country with a population size already considered a population density for 
its territory. With the refugee crisis, we will see that this requires certain resources on 
behalf of the government and therefore the international community perhaps did not 
address the refugee issue in the Middle East as much as it is currently doing in Europe. 
Again, we’ve had some NGOs we’ve had some assistants and so on, but again this of 
course impacts the economy. I am not blaming anyone here but I am saying that yes of 
course the region impacts the Lebanese economy.  
At the same time, we have to add another complex dimension, which is the international 
relations that sometimes chain the Lebanese governments. Whenever you talk about US 
sanctions that have been imposed on the region or any regional state that would cooperate 
with non-U.S. allies. This further complicates the situation because if you were in a region 
much as the European Union whereby trade with any European member state is a natural 
outcome you will see who have something better than yours you will get it from there and 
what can I do better than the others I will trade it.  
For all these reasons, Lebanon is skating on a very thin ice, and yes, the regional dynamics 
affects Lebanon a lot. Although Lebanon has an independent foreign policy, but to what 
extent? You have certain dimensions that you will have to take a decision in, because 
Lebanon is diverse nation with very ethnic groups, with various religious and sectarian 
groups and unfortunately in these sectarian groups each one them have its own external 
relations in which they prefer certain countries over another.  
In my opinion, federalism does not solve any problem. Our problem in Lebanon is that 
there is no proper governance system. I support administrative decentralization. There are 
parties in Lebanon that are controlling the details of decisions in Lebanon in a lot of 
places, in the sense that they are ruling the political economy in a direct way. I am not 
saying it’s unbreakable, it is hard to break it for sure, but they are ruling us.  
 

Interviewee 2 We mentioned this before, political stability leads to economic stability leads to economic 
growth leads to foreign investments and foreign currencies flowing into the country and 
the turbulence that exists regionally and internally definitely impacts the drainage on 
foreign reserves, it drains foreign reserves because we are not able to attract foreign 
investments and foreign cash into the country. So, the political instability, particularly, has 
the highest impact on the currency value. 
 

Interviewee 3 The higher the geopolitical uncertainty index, the lower the business sentiment index. The 
geopolitical uncertainty in Lebanon is based on threats and risks that originate from power 
rivalries aiming to take and maintain control over the Lebanese territory. We cite: (i) the 
continuous war threats and peace threats, such as the Lebanese civil war that started in 



1975 and came on the background of its complex geopolitical connections, the Israeli 
invasions in 1982 and in 2006, and the political ecology of wars that are related to the 
availability of the natural resources. (ii) The military and weapons buildups of the most 
heavily armed non-state actor, the Hezbollah, who works as a proxy to Iran and to pro-
Iran allies, such as Syria. The “state within a state” is opposing the western powers 
operating in the Middle East, while it was involved in the Syrian civil war and is currently 
supporting Iran in its fight against the Houthis in Yemen and its struggle against Saudi 
Arabia. (iii) The risk of terrorism: The Hezbollah was designated as a terrorist group by 
the US and the European Union. The Sunni extremists committed terrorists’ attacks, 
including the 2015 Beirut bombings. Other severe risks and threats are related to the 
exports drug smuggling to gulf Arab countries and to money Laundering.  
But on the other side, geopolitical connections can have some positive effects, if Lebanon 
knows how to redefine its role, reassert its influence, and expand its relationships in the 
region. According to the McKinsey report in 2018, developing some centers of excellence, 
in some specific niches with high export potential, can improve the country’s 
competitiveness, mobilize the country’s talents, and reduce the brain drain. Leveraging 
digital, analytics and Fintech, for example, while targeting some regional markets, 
including the GCC, the Levant and nearby core markets, can shape positive micro and 
macroeconomic outcomes. Lebanon needs a new start. The parliamentary elections are 
the first step to usher change!  
 

Interviewee 4 If we have a strong governor, this person will separate the central bank, lira and the 
economy from all other factors. He will separate those 3 things from the politicians and 
all external indicators and tells them that you are trespassing my authority. Does he have 
the confidence to say such words? He is obliged to. The government advisor is the central 
bank. The central bank upon the law has a prerogative of advising the politicians and 
government. He can tell them that here you are ruining the country and the currency. You 
are mistaken and you are exposing my work and the whole country to a very serious risks 
that we can avoid easily if you adjust your policies and also your relationship with the 
region. 
 

Interviewee 5 The unrest is originated from a lack of trust of the international community in the country. 
When the trust in the Lebanese political system is established, everything will be stabilized, 
and this stability will affect positively the economic situation. We are in an unlucky region 
surrounded by two enemies; Israel and Syria (even if it’s considered an Arab country), so, 
our surrounding is not safe. We are handling geopolitical burdens and all the problems in 
the region. For example, the issue of the Palestinian- Israeli conflict, meanwhile, other 
countries did the Abraham Accords with Israel.  
We have the issue of the borders, and Iran is using the resistance with Israel through its 
branch in Lebanon that keeps on stating that we are fighting Israel. This affects the 
investors whether internal or foreign investors, as well as it affects the touristic sector 
which all leads to economic instability. That’s why we are asking for neutrality. Another 
issue, is the poor management in all sectors of the country with no exceptions. In addition 
to “Hezbollah”, that plays a major role in the geopolitics of the country. Moving forward 
to the illegal crossings that is a major cause for the financial bleeding. They use the support 
policy to support the Lebanese people, and then the money goes out through these illegal 
crossings. Even this policy is not being used efficiently to start the reform. In addition to 
the corruption in the port and the airport. We cannot regulate the economy in the country 
as long as we have a “state within a state”.  
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