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l.  Supply Side Analysis




1. Population Trends and Demographic
Analysis
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In the last three decades, Lebanon has been witnessing a decrease in fertility rates and an i.
expectancy shifting Lebanon demography towards higher age brackets.
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2. Labor Force Participation
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3. Employment and Unemployment
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In 2019, ILO estimates of unemployment is 6.5 %, official unemployment figures for the same
survey2018-2019) are 11.4 % while Covid-19 Rapid estimates by the ILO goes up to 37 perc
for 2020. This number is expected to increase after the recent port blast.




Causes of the current economic : ,
Causes of the increase in unemployment

instability

o Repercussions of the Syrian war

» Decline in the global oil price in 2014-
15

 Hike in interest rates.

» Poor Governance : corruption, lack of

e Low wages in the informal sector
transparency , absence of checks and s Leb o :
balances Poor public financial €vere Lebanese economic aownturn

management » Road blockage, protesting and the

« Excessive and irresponsible government deterioration of citizen’s purchasing
spending. that reduced economic activity

» Lira devaluation due to shortage of US
dollars banknotes in circulation and the
government’s default on its Eurobond
payment.

* COVID-19 and the recent Beirut port
explosion exacerbating the situation

e Limited fiscal space for more pu
employment

e Limited capacity of the formal pri
to absorb new entrants




4. Output Growth and Productivity

Lebanon has been witnessing the worst economic downturn since World War-1l impacted by the
effect of the COVID-19 the debt and financial crisis and political instability.
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4. Output growth and productivity

EMPLOYMENT AT RISK IN LEBANON: A SECTORAL APPROACH

Lebanese
Sectoral Half of the L

Current impact of [Shares i workin high

crisis on |Employment
Economic Activity economic output | (%) 350K jobs wer
Education Low 8.6 October 2019 an
Human health and social work activities Low 4.4 1/5 of the compa
Public administration and defense, compulsory social far due to COVID-
security Low 9.9
Utilities Low 0.7
Agriculture, forestry, and fishing Low-medium 3.6
Construction Medium 8.9 The COVID-19 Pande
Financial and insurance activities Medium 2.5 impacted employment
Mining and quarrying Medium 0 Lebanon’s wholesale, to
Other services Med!um—h!gh 3.2 and manufacturing
Transportation , storage and communication Medium-high 6.6
Accommodation and food service activities High 4.4
Real estate; business and administrative activities High 3.5
Manufacturing High 10.9
Wholesale and retail trade; repair of motor vehicles
nd motorcycles High 19.9

10
ource: Calculations based on the ILO (2020), COVID-19: Labor Market Impact and Policy Response in the Arab States and the Labor Force

nd Household Living Conditions Survey (LFHLCS) in Lebanon 2018—-20189.



Il. Demand Side Analysis




1. Employment Creation in the Formal Privat
Sector

Lebanon’s Enterprise Surveys for 2013 and 2019 are u
have an overview on the structure of the formal privat
and how it has changed over time.

These surveys cover firms in the manufacturing, agricultu
and services sectors iIn six regions throughout Lebanon: Bel
the Begaa Valley, Mount Lebanon, Nabatiyeh, North Lebano
and South Lebanon.

They provide information on private sector developm
employment creation factors that shape the busine
environment and employment demand. 12




1.

Employment Creation in the Formal Private

Sector
EMPLOYMENT GROWTH BY SIZE, TRADE AND SECTOR
2013 2019
Employment
Growth Percentages | Percentages
By Firm Size
Small 8.5 -2.10
Medium 5.0 -0.87
Large 10.0 -0.9
By Trade
Exporter 9.1 0.6
Non-Exporter 5.2 -2.1
By Sectors
Manufacturing 8.7 -1.0
Hotels and 6.0 30
restaurants
Transport 1.9 -8.0
Construction 14.8 -17.0
Wholesal_e and 6.7 192
retail

Source: ESCWA calculations based on the World Bank Enterprise Survey.

Note: Exporting firms here is based on 10 per cent and above of sales going to direct export activities.

Note: *number of observations less than 50.

The growth in employment demand in
negative with only exporting firms survi

In Lebanon, large firms are always the win
small firms growing less.

For more stable employment, Lebanon shoul.
to sectors with more employment stability.



1.

Employment Creation in the Formal Private

Sector
PRODUCTIVITY BY TRADE AND SECTOR
2013 2019
Log Log

Productivity

Productivity

Productivity

retail

By Trade
Exporter 11.13 10.88
Non-Exporter 11 10.71
By Sector
Manufacturing 10.9 10.7
Hotels and 10.1 10.3
restaurants
Transport 10.7 11
Construction 11 10.7
Wholesale and 11.4 10.9

Source: ESCWA calculations based on the World Bank Enterprise Survey.
Note: Exporting firms here is based on 10 per cent and above of sales going to

direct export activities.

Note: *number of observations less than 50.

Productivity in Lebanon is comparable
regional average and income per capita
with higher productivity of exporting fir



1. Employment Creation in the

Formal Private

Exporting firms experienced a bett
sales and was more resilient to the

2019.

Sector
SALES GROWTH BY TRADE AND SECTOR
2013 2019
Sales Growth Percentages Percentages
By Trade
Exporter 7 -4.008
Non-exporter 3.97 -11.04
By Sector
Manufacturing 9.45 -7.71
restaurans 17.03 706
Transport -0.47 -16.46
Construction 15.11 -11.84
Wholesale and 431 11.97

retail

Source: ESCWA calculations based on the World Bank Enterprise Survey.

Note: Exporting firms here is based on 10 per cent and above of sales going to direct export activities.

Note: *number of observations less than 50.




1. Employment Creation in the Formal Private

Sector
EMPLOYMENT ELASTICITIES BY TRADE AND SECTOR
2013 2019
Elasticities No Unit No unit .
Most sectors in Lebanon have an employmen
By Trade below one (some even below 0.5) indicating t
Exporter 0.51 0.48 increase in output by 1% is increasing employ
0,
Non-Exporter 0.16 -0.04 less than .5%.
By Sector
Manufacturing 0.36 0.11
Hotels and 0.5* 11
restaurants
Transport 1.66* -0.14*
Construction -0.28* 0.68
Wholesal_e and 0.23 0.19
retail
dource. ESCVVA caicarations based on tne woria oank enterprise Survey.

Note: Exporting firms here is based on 10 per cent and above of sales going
to direct export activities.
Note: *number of observations less than 50.
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2. Capital and Wage Share and TFP
COST OF CAPITAL AND WAGES AS A PROPORTION
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Workforce composition of the Formal Private

Sector
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FEMALE WORKFORCE COMPOSITION IN PRIVATE FIRMS
Percentage of female’s entrepreneurs decreased significantly between 2013 a

Source: World Bank Enterprise Survey, Lebanon (2013) and Lebanon (2019)
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5. Biggest Obstacles Facing Private Firms (%)
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Political instability, corruption, access to finance and lack of electricity are all time blocke
development.



6. Informality in the Lebanese Private Sect
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competing against registered when firm operated identifying competing against registered when  firm operated identifying
unregistered or they started without formal practices of unregistered or they started without formal practices of
informal firms  operations in the registration = competitors in the informal firms  operations in the registration competitors in the
country informal sector as country informal sector as
a major constraint a major constraint
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Source: World Bank Enterprise Survey, Lebanon (2013) and Lebanon (2019)

Most firms in Lebanon face informal sector competition in economic activity.




I1l. Recommendations

Provide an

revise the
competition
policy and

iInvestment

Create a national
MSMESs rescue
plan

enabling business
environment and

Provide
Incentives to
Increase
production in
exporting
firms/sectors

Enhance total
factor
productivity

Provide

incentives for job
trainings /

4



Thank youl!

Ipmmal
ESCWA
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