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ebanon’s cabinet unani-
mously decided that it 
was “necessary” to draft 
a state budget for the first 
time since 2005 but the 

fiscal plan may face delays as long-
standing political divisions remain 
as hard to tackle as ever.

The Council of Ministers’ meet-
ing discussed a report on the coun-
try’s deteriorating fiscal situation 
presented by Finance Minister Ali 
Hassan Khalil. The country is bur-
dened by $71 billion in public debt 
and an annual $4 billion budget 
deficit. Its gross domestic product 
is estimated at $44.35 billion and its 
annual growth at 1-1.5% in recent 
years.

“The ministers agreed unani-
mously that something should be 
done but they kept this… some-
thing for further discussions,” a 
cabinet source said. “Khalil’s report 
is definitely worrying and all minis-
ters seemed truly worried.

“However, we all know that 
budgets were prepared almost eve-
ry year since 2005 but were never 
passed due to conditions imposed 
by conflicting political parties.”

In his 41-page report, Khalil 
warned of the repercussions of the 
worsening political crisis — namely 
the presidential vacuum — on the 
financial situation and the risks 
posed by random spending in the 
absence of a state budget. Uncon-
trolled spending, which has drawn 
warnings from the World Bank, 
the International Monetary Fund 
and others, wastes public funds 
and threatens disruptions in vital 
spending, the minister wrote.

Among other things, Khalil pro-
posed imposing taxes to increase 
revenues and avoid further deterio-
ration of the struggling economy. 
He backed proposals to increase 
salaries of public sector employees 
and insisted that the budget should 
be finalised according to the con-
stitution — by the cabinet by Sep-
tember and by parliament by De-
cember. A source close to him said 
he would pressure the cabinet to is-
sue the budget in a special decree if 
parliament takes too much time to 
approve it.

An early sign to the thorniness of 

the matter came immediately after 
a July 12th cabinet meeting. Khalil 
has been locked in a war of words 
with former prime minister Fouad 
Siniora over alleged corruption and 
bribery at the Finance Ministry as 
well as mismanagement of public 
funds.

The Future Movement’s parlia-
mentary bloc, led by Siniora, criti-
cised the Finance Ministry for fail-
ing to control spending and curb 
corruption and bribery. The bloc’s 
statement drew a quick response 
from Khalil, a member of Speaker 
Nabih Berri’s bloc, who rejected ac-
cusations of corruption and bribery 
at his ministry.

A key hurdle to passing state 
budgets since 2005 has been calls 
by critics of Siniora for a review of 
government expenditures since 
1992. The critics, led by the Reform 
and Change bloc of Christian leader 
Michel Aoun, say Siniora was re-
sponsible for illegal spending, lead-
ing to mushrooming public debt.

“Since it reached parliament in 
2005, the bloc hurdled the approval 
of budgets by imposing a precondi-
tion: auditing former budgets,” the 
source said.

However, the bloc’s leading party, 
the Free Patriotic Movement, hint-
ed that compromise was possible. 
“Some of Minister Khalil’s propos-

als are feasible and can be subject to 
political consensus,” said Foreign 
Minister Gebran Bassil, president 
of the movement and son-in-law 
of Aoun, its founder and honorary 
leader.

The Future Movement welcomed 
the cabinet’s July 18th decision and 
urged for the election of a president 
by parliament and a revitalisation 
of all constitutional institutions. 
Lebanon has been without a presi-
dent since May 2014 as political 
bickering has prevented parliament 
from reaching the necessary quo-
rum.

The parliament has twice extend-
ed its tenure into a full 4-year term, 
expiring in 2017. The legislature 
is not meeting except randomly 
as many political parties stick to a 
constitutional article giving priority 
to the election of a president.

Economist Jassem Ajaka urged 
for a reformative budget. “It is dif-
ficult to talk about temporary 
remedies. The fiscal situation has 
crossed the red line,” he said. “The 
absence of budgets is responsible 
for many fiscal and financial ills, 
mainly the hike of public debts 
from $38 billion in 2005 to $71 bil-
lion now.”

If the request for auditing state fi-
nances between 1992 and 2005 was 
dropped or a compromise reached, 

another hurdle on the budget 
looms. Some ministers want Leba-
non’s contribution to an interna-
tional court looking into Rafik Hari-
ri’s 2005 assassination included in 
the budget, another cabinet source 
said.

The court is trying five leading 
Hezbollah members in absentia for 
planning and perpetrating the at-
tack killing Hariri and 21 others. 
Hezbollah ministers and lawmakers 
have hurdled Lebanon’s settlement 
of its annual fees to the cabinet, 
forcing prime ministers to make the 
payment from a special fund under 
their disposal.

“It is unclear if the call for includ-
ing the payment in the budget is se-
rious or just a manoeuvre to make 
callers for auditing government 
accounts since 1992 drop their call. 
Let us wait and see if a budget does 
get through,” the second source 
said.
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ezbollah, Iran’s strike 
arm in the Levant, is a 
key part of a major push 
by the Syrian govern-
ment to encircle the 

much-contested city of Aleppo and 
crush the rebels holding out in what 
was once Syria’s largest city and 
economic heart, a battle that could 
be the most decisive of the 5-year-
old war.

Despite heavy losses in recent 
weeks, Hezbollah Secretary-Gen-
eral Hassan Nasrallah has declared 
that driving rebels out of Aleppo is 
its most important objective in Syria 
and the “great battle” of the savage 
conflict.

He vowed Hezbollah will rein-
force its fighters around Aleppo. 
“There can be no retreat and no 
doubt,” he declared in a June 24th 
speech in Beirut.

Some analysts, however, say Hez-
bollah is getting dragged deeper 
into a struggle that could threaten 
its power.

The Lebanese group also appears 
to be gearing up for another offen-
sive aimed at recapturing the stra-
tegic Deir ez-Zor region in eastern 
Syria, much of which has been held 
by the Islamic State (ISIS) since mid-
2014 and which contains Syria’s 
main oil and gas fields.

In a May 25th speech, Nasrallah 
declared: “We are present… today 
in many places (in Syria) and we will 
be present in all the places in Syria 
that this battle requires.” He por-
trayed the fight against ISIS in apoc-
alyptic terms, describing the threat 
as “unprecedented in history”.

According to regional analyst Jon-
athan Spyer: “This sounds… like a 
preparing of the ground for a larger 
and deeper deployment of Hezbol-
lah fighters in Syria.

“Such a deployment will inevita-
bly come at a cost to the movement. 
Only the starkest and most urgent 
threats of the kind Nasrallah is now 
invoking could be used to justify it 
to Hezbollah’s own public.”

The Lebanese daily Al-Akhbar, 
which is staunchly pro-Hezbollah, 

reported that plans for the new of-
fensive were drawn up by the de-
fence ministers of Iran, Syria and 
Russia at a June 9th meeting in 
Tehran after Iranian and Hezbollah 
forces were badly mauled in a bat-
tle at Khan Touman, a village south-
west of Aleppo, on May 6th.

Nasrallah acknowledged these 
losses — a rare admission — and 
claimed they were due to the large 
number of fighters the Syrian rebels 
threw into the fray.

But Syrian and Lebanese sources 
say Hezbollah’s losses were primar-
ily due to the absence of Russian air 
cover because Moscow had unilat-
erally declared a two-day ceasefire. 
There are constant reports of sharp 
differences over strategy and objec-
tives between Hezbollah and its al-
lies.

Hezbollah is also facing growing 
problems at home, even among its 
core Shia constituency, which is in-
creasingly dismayed by the growing 
casualty toll in Syria, a calamity en-
gendered by Hezbollah’s allegiance 
to Iran.

A US crackdown on Hezbol-
lah’s financial network, particu-
larly through Lebanese banks that 
handle its business, and a series of 
sanctions against Hezbollah inter-
ests worldwide have caused major 
consternation in the Party of God.

On May 3rd, Lebanon’s central 
bank, anxious to avoid internation-
al problems adding to the country’s 
deepening economic crisis, ordered 
banks to abide by US legislation and 
close accounts associated with Hez-
bollah.

This has clearly hit the movement 
where it hurts — to the point that an 
unclaimed June 12th bombing out-
side the headquarters of Banque du 
Liban et d’Outre-Mer (Blom), one 
of Lebanon’s leading banks, was 
universally seen as a warning by 
Hezbollah to the banking system to 
defy the US sanctions.

For now, Hezbollah’s objective 
is to ensure Syria remains within 
Iran’s orbit. To do that, it has put 
6,000 troops there at any one time 
out of a total force of as many as 
20,000 men.

But the price has been high. It 
has lost an estimated 1,200 fighters 
killed in action, including several 
of its most able field commanders, 

with perhaps three times as many 
wounded. On May 12th, the party’s 
overall military commander, Musta-
fa Badreddine, was killed in a mys-
terious explosion in Damascus that 
Hezbollah blamed on unidentified 
Syrian rebels.

Many analysts suspect that part 
of the Americans’ strategy in Syria 
is to keep the conflict going simply 
to bleed Iran and its Lebanese ally 
militarily and economically. If that 
is so, it may be working.

Hezbollah has been forced to 
recruit non-Shia, often forcibly, 
among the Sunni and Christian 
tribes in northern Lebanon, to 
meet its manpower demands. Many 
young Shias are evading Hezbol-
lah’s conscription policy.

The party’s leaders are finding 
it increasingly difficult to justify 
to their own people the growing 
stream of body bags coming out of 
Syria. Badreddine and others were, 
after all, killed by fellow Arabs and 
Muslims, not Israelis, who since 
Hezbollah’s inception in 1982 have 
been portrayed as the real enemy.

Hezbollah has lost more men 
fighting other Arabs in Syria since 

2012 than the 1,200-plus killed in 
action battling Israel over the last 
three decades.

Now, with Iran sliding danger-
ously towards open conflict with its 
old rival Saudi Arabia, Hezbollah, as 
a key element in the Islamic Repub-
lic’s covert campaign of expansion, 
is also being dragged into that con-
frontation by Tehran.

This will strain Hezbollah’s lim-
ited resources even further at a time 
when Syrian President Bashar As-
sad and Tehran are relying on it to 
take more of the burden in the war 
in which Assad’s biggest problem is, 
as it has always been, a chronic lack 
of manpower.

Hezbollah “looks set to be drawn 
further and deeper into the Syrian 
quagmire”, Spyer observed. “Faced 
with a task of strategic magnitude 
and ever-growing dimensions in 
Syria, there are indications that the 
movement is being forced to cast 
its net wider in its search for man-
power.”

Indeed, there is the danger that 
Hezbollah will be stuck in Syria for 
years.

The Party of God, along with 

Russia and Iran, “appear increas-
ingly confident that the US is com-
ing around to treating the regime of 
Bashar Assad as a partner in the war 
against the Islamic State,” observed 
Yezid Sayigh of Carnegie’s Middle 
East Centre in Beirut.

“More importantly, they hope to 
extract US acceptance of a political 
solution to the conflict.”

But victory may prove pyrrhic. 
Russia, Iran and Hezbollah are pur-
suing a short-term outcome that en-
ables them to pull out of Syria and 
cut their costs. But Assad would be 
left heading a hollowed-out state, 
devastated economy and largely re-
sentful population.

“A coercive outcome of the sort 
Russia, Iran and Hezbollah envis-
age will result in a perpetually weak 
and unstable regime they will have 
to prop up indefinitely,” Sayigh cau-
tioned.
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in Beirut.
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Clerics and members of Lebanon’s Shia movement Hezbollah pray next to the coffin of Khalil Ali 
Assayed Hassan, a militant who was killed in combat alongside Syrian government forces in Syria’s 
northern city of Aleppo, during his funeral in a southern suburb of Beirut, on June 7th.
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