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An economic or a military deal for Libya? 

T
here is potential to 
open a new phase of 
cooperation in Libya 
between opposing 
parties by focusing on 
the economy. The 

factions are highly fragmented 
with the major friction between 
the internationally recognised 
government in Tripoli and 
headed by Fayez al-Sarraj and the 
internationally recognised 
parliament, the House of Repre-
sentatives sitting in Tobruk and 
its military leader Khalifa Haftar.

Haftar’s forces led a quick 
offensive in mid-September on 
the oil terminals of the Oil 
Crescent, east of previously 
Islamic State (ISIS)-controlled 
Sirte. Haftar has handed over the 
terminals to the National Oil 
Corporation (NOC) in Tripoli, at 
least nominally loyal to the 
government in the capital.

While Haftar seems to be 
gaining political and military 
momentum, Sarraj is living 
through his toughest weeks since 
he was designated prime minister 
ten months ago. The head of the 
Petroleum Facilities Guard 
Ibrahim Jadhran, previously in 
control of the terminals and a 

controversial backer of his 
government, was the big loser of 
Haftar’s offensive, a situation 
that has weakened Sarraj’s 
Minister of Defence Mahdi 
Bargathi, who was the other 
eastern “pillar” of the coalition 
that supports the prime minister.

Sarraj’s government has been 
unable to deal with the issues 
that most Libyans care about: 
long power cuts, absence of cash, 
public services, lack of security 
and abuses by militias. Sarraj has 
failed to reach out to eastern 
Libya and offer political and 
social reconciliation, relying 
mostly on acquiescence towards 
the existence of parallel eco-
nomic institutions to keep 
communication open with the 
House of Representatives in 
Tobruk.

Haftar’s camp is trying to 
capitalise on this situation and 
the member of the Presidential 
Council who is closest to him, Ali 
Gatrani, has suggested the 
formation of a five-member 
military council that would settle 
the issue of who controls Libya’s 
sprawling security sector. 
Gatrani’s proposal calls for 
Haftar’s inclusion among the five 
members, along with three 
members of the Presidential 
Council and the Speaker of the 
House of Representatives Aguila 
Saleh Issa.

Gatrani’s proposal, or varia-
tions thereof, is backed by Egypt 
and the United Arab Emirates and 

could find interested ears in 
Europe, where the French and 
Italian foreign ministers stated 
that Haftar needs to be included 
in the solution.

However, it is unclear whether 
all the forces that support Sarraj, 
including Islamists and anti-Haf-
tar forces, would back this idea, 
given that it is apparent that 
Haftar does not see the military 
under the civilian government 
but rather independent of it.

For this reason, it is hard to 
predict whether the military track 
will yield results soon, and it is 
worth questioning whether 
pursuing it will split the camp 
that supports Sarraj.

Yet Haftar’s handover of the oil 
terminals to the NOC in Tripoli 
has created an opportunity for 
dialogue. If the oil money goes to 
one bank account — and that is a 
big if — then Libyans will be like a 
divided family that shares a 
house: The bickering could lead 
to the destruction of the place or 
the members of the family could 
find a way to share the house 
without killing each other.

This means that either Libyan 
or international mediation should 
focus on preserving the shared 
house by brokering an economic 
agreement between the leader-
ship of the House of Representa-
tives and the forces that support 
the Sarraj government.

This agreement should revolve 
around three instruments: a new 
budget to be approved by the 

House of Representatives, 
addressing the economic and 
humanitarian crisis of the 
country; guarantees that oil 
money will go through the NOC 
and the Central Bank and would 
be spent according to the budget; 
and guarantees against corrup-
tion and embezzlement, with 
respect for rule of law and 
transparency.

The strengthening — or, in some 
cases, the building from scratch 
— of monitoring mechanisms 
should be a relevant part of the 
package.

An economic deal could be a 
key factor in de-escalating a 
conflict that has often revolved 
around control of economic 
resources and would address the 
grievances of parts of the country, 
in the east and beyond, that have 
felt neglected. The deal should 
aim to stop the humanitarian and 
financial crisis that is affecting 
the lives of millions of Libyans, 
restoring the trust between the 
parties and between the govern-
ment and its citizens.

A shared bank account and a 
shared budget do not sound 
romantic ways to hold Libya 
together but it is worth exploring 
whether a shared economic 
governance could work as the 
most effective tool to de-escalate 
and stabilise Libya.
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C
onfusion about 
which entity is 
entitled to 
manage Libya’s 
investments is 
making problems 
of mismanage-
ment and corrup-

tion worse in the country, 
financial experts say.

With rival boards, some that 
include people with no clue about 
the technical aspects of the Libyan 
Investment Authority (LIA) and 
three chairmen, the LIA is seen to 
be mismanaged, subject to allega-
tions of corruption and uncertain-
ty about investment returns that 
are crucial to rebuilding Libya, 
they argue.

“Corrupt people want to control 
the LIA because it is the only 
source of cash and it will finance 
projects to rebuild Libya when 
embargo will be lifted,” said Fawzi 
Omran Farkash, the LIA chairman 
who draws his authority from 
Abdallah al-Thinni’s government, 
which is backed by the inter-
nationally recognised House of 
Representatives (HoR) parliament 
based in the east.

LIA has invested at least $67 
billion abroad to cushion Libya’s 
economy against changing oil 
prices and secure the well-being of 
future generations.

Comparing corruption now 
within LIA with the Muammar 
Qaddafi era, Farkash said: “Cor-
ruption was controlled in the time 
of Qaddafi but now corruption is 
top down, down top and by the 
sides.

“Qaddafi was in his own ways 
very protective of public money. 
His son Saif al Islam ruined LIA 
with corruption and mismanage-
ment by endorsing people on 
leadership positions with no skills 
and no knowledge.” he added.

Hassan Bouhadi also claims 
to be stewarding the sovereign 

fund and called his rivals “rogue” 
chairmen. Bouhadi, based in 
Malta since being forced out of 
Tripoli because of violence among 
militias, is challenging the leader-
ship of LIA’s previous chairman, 
AbdulMagid Breish.

The UN-brokered government 
of Prime Minister-designate Fayez 
al-Sarraj appointed an additional 
rival chairman — Mahmoud Has-
san Mohamed — to lead a steering 
committee to manage LIA, adding 
another layer of uncertainty about 
who is in control.

“Lack of unified leadership is 
harmful for the body’s interests. It 
contributes to worsening corrup-
tion and unaccountability within 
LIA’s subsidiaries and portfolios,” 
Farkash said.

“We want to reach out to a 
portfolio manager or a subsidi-
ary of the body they tell us they 
do not belong to us and are not 
under our watch. When Breish 
and his people do the same they 
get answers telling them that they 
follow orders of the rival boards 
and chairman,” he added.

“That obviously encourages 
mismanagement and corruption,” 
said Farkash, giving examples 
of a firm that had sold 30% of its 
shares and no one is aware where 
the sale receipts have gone and 
why a company relocated from 
Tunisia to Turkey.

UN reports and a London court 
ruling precedent appear to back 
Farkash against his rivals but 
international backing for Sarraj’s 
government might guarantee 
more support for Hassan Moham-
ed as chairman at a time when LIA 
needs unity to follow multibillion-
dollar cases in courts against 
finance titans such as Societé 
Générale and Goldman Sachs.

A 215-page report by UN experts 
last year recognised the authority 
of Thinni’s government to access 
LIA funds. The report came after 
Britain’s High Court put off a judg-
ment over who has the legitimacy 
to control the Libyan fund.

LIA’s assets have been frozen 
since September 2011 at the 
request of the Libyan authori-

ties and the LIA until a transition 
period had ended after Qaddafi’s 
ouster. It was assumed the freeze 
could not extend beyond two 
years.

Many experts said that, after six 
years, the freeze is damaging the 
value of the assets.

Experts also said bonds had 
matured and the cash from the 
return is setting idle in bank 
accounts while currency move-
ments needed quick management 
intervention or the money would 
sit without improved earnings.

A typical chairman would have 
the records of all deposits and as-
sets, the contacts of fund manag-
ers and have the power to appoint 
top managers for subsidiary com-
panies under LIA umbrella.

There seems to be hope for the 
unification of LIA’s top leadership 
as Breish and Farkash are near-

ing an understanding about the 
necessity of unity. Both are backed 
by influential people in the HoR 
and Sarraj’s government umbrella 
Presidential Council, such as 
council deputy head Ali al-Qatra-
ni, who faulted Sarraj for setting 
up the steering committee.

“We had talks with Mr Breish 
and we reached agreement over 
90% of the issues,” Farkash said.

Breish said: “I agree with chair-
man Fawzi Omran Farkash that 
appointing of the so-called steer-
ing committee by the Presidential 
Council is illegal.

“It is possible to ensure the 
success and progress of the LIA 
only by appointing people with 
technical expertise to master com-
plexities of managing a sovereign 
fund with a value estimated at $67 
billion and following very sophis-
ticated legal issues.”
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Libyan Investment Authority woes mirror Libya’s chaos
Lack of unified 
leadership 
contributes to 
worsening 
corruption and 
unaccountability 
within LIA’s 
subsidiaries and 
portfolios.”
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Haftar does not see the 
military under the civilian 
government but rather 
independent of it.


