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FOREWORDFROMTHERESEARCHERS

Thisreport is a journey into the legaland political intricaciesof public procurement,oversightmechanisms,and complaintsystemsin Lebanonin
relation to procurement. Theteam hasattempted to dissectthe laws,proceduresand practicesaroundprocurementin order to understandwhy
things are not working and why has procurementbeen a huge sourceof corruption and public funds squanderingcontributing to the biggest
financialandeconomiccrisisin theŎƻǳƴǘǊȅΩǎhistory.

The exercisehas been tedious and complicatedas the legal framework is scattered,with different bits and piecesoverlapping,contradicting,
ambiguousat times,andoften hard to find andaccess. Theteam had to go through detoursand informal channelsto obtain financialand internal
regulationsof variousinstitutions which are not easilyshared,and which are supposedto be in the public domain. Getting internal circularsof
variousinstitutionshasoften beena missionimpossible. Thisopacityis in itself a clearsymptomof a dysfunctionalsystemin needfor a holisticand
overhaulingreform.

Our institutional mappingexercisehasshownthat, sincethe Chehabistera, practiceshavetwisted the lawsto the advantageof the powerful and
the corrupt in Lebanon. A little remainsfrom the oversightandgovernancemechanismsand visionof the 50s and the 60s. Exceptionsanddetours
are abundantand are in the open. Nevertheless,the seedsof a strongdemocratictradition are still presentand they canstill be relied upon for a
revivalof state institutions,andthe developmentof systemsandprocessesthat ensuregovernance,efficiencyandeffectiveness.

Thisresearchhasgreatlybenefittedfrom the supportof the Institut desFinances(IoF) . Thecollaboration,sharingof knowledge,andcriticalthinking
of the IoFteamhavebeenremarkable,andthe Sirenteamisgrateful for their support.

TheSirenResearchTeam
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Executive Summary

Publicprocurementis one of the main sourcesof public funds squanderingin Lebanon. The frail and outdated legal framework,coupledwith weakened
oversightagencies,hasenabledmalpracticesto emergeand thrive. Thisreport mapsthe legaland regulatoryframeworkof the publicprocurementsystem,
and of key stakeholderswho intervenein the public procurementprocess,whether directly or indirectly. Thisincludesbut is not limited to the Ministry of
Finance,the Courtof Accounts,the CentralTenderBoard,the CentralInspection,the Councilof Ministers,andthe Parliament. Themappinghasenabledthe
identification of the main gaps,overlaps,inconsistenciesand weaknessesin the public procurementlandscape,which justifies the urgent need for reform
andwhichmaybe summarizedasfollows:

TheCentralTenderBoardhaslimited scopeandmeans.

TheCentralTenderBoardhasnumerouslimitations, which prohibit it from actingasa central procurementagency. It haslimitations regardingthe sizeof
procurement,as it only mandatorilyreviewsbiddingdocumentspertainingto worksand goodstransactionsexceedingLBP100,000,000 and only conducts
the procurementprocessfor the transactionsof the samevalue. The CentralTenderBoardhas also a limited scope,as public institutions, autonomous
agencies,municipalitiesand unionsof municipalitieshave legallybypassedthe TenderRegulationsthrough their bylaws. Theyconduct the procurement
processinternally. Theabsenceof standardbiddingdocumentsalsoexacerbatesthe scatteredpracticesand limits the entry of new biddersto the market,
giventhat non-standardbiddingdocumentsaresometimestailored to guaranteethe win of a specificbidder.

Oversightinstitutions, suchasthe CentralInspectionandCourtof Accountssuffer from limitations, mainly related to their scope.

TheCentralLƴǎǇŜŎǘƛƻƴΩǎoversightmandatehaslimitations. Whilesomeinstitutionsaresubjectto its full oversight,otherscompletelyescapeits scope,or are
subjectto financialinspectiononly. CentralInspectionalsosuffersfrom lackof specializedhumanresourcesandfinancialmeans,asit is subordinatedto the
Presidencyof the Councilof Ministers.

TheCourtof Accountshasa wide mandatein theory coveringex-ante and ex-post audit, but limited jurisdictionin practiceespeciallyfor the ex-post audit.
Numerousentitiesconsideredasbigspendersin procurementarenot subjectto its oversightsuchasthe Councilfor DevelopmentandReconstruction,or the
Councilof the South. TheCourtof!ŎŎƻǳƴǘǎΩex-ante audit alsooverlapswith the Ministry ofCƛƴŀƴŎŜΩǎexpenditurecontrol when the transactionexceedsa
certain threshold. Thelawsgoverningboth stakeholdersdo not substantiallydraw the differencebetweenthe control and/or audit that is beingexercised,
whichcausesunnecessarychecksanddelays.
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Executive Summary

MunicipalitiesandUnionsof municipalitiesaregovernedby a complexlegalframework.

Municipalitiesand Unionsof municipalitiesare distributed acrosstwo legalframeworks. While someare subjectto decreeno. 5595(whichsets
the accountingprinciplesfor municipalitiesandUnionof municipalitiesnot subjectto the PublicAccountingLaw),othersaresubjectto the Public
AccountingLaw. Asa result,municipalitiesΩandUnionsof municipalitiesΩbudgetsdiffer on variouslevels(suchasthe structureof the budget,and
the necessarydocumentsto implementthe budget)whichresultsin unnecessarycomplications.

Loopholesin the PublicAccountingLaw

ThePublicAccountingLawhasbeensubjectto amendmentsover the years. However,no substantialamendmentsconsiderablyenhancingpublic
procurementhavebeen enacted. Recourseto mutual agreementsis poorly regulated,and the pricing method is not in line with international
standards,asit doesnot providefor a secretreservepricesetby the procuringentity.

Thecomplaintmechanismandappealsystemare flawed

Therecoursesavailableto biddersare rather scattered. While the CentralTenderBoardreceivescomplaintsin practice,it doesnot disposeof any
complaintmechanismset out by the legalframework. Asto the StateCouncil,it suffersfrom overloadand is unableto fulfill its appellaterole for
all casessubmitted to its review,giventhat the lower administrativecourtshavenot beencreateduntil this day. TheStateCouncilmay alsobe
subjectto governmentalinterferencein the appointmentswhichhindersits independence.
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Executive Summary

Risksof political interference

The Parliamentdisposesof legal powers allowing to increaseits oversightover the managementof public funds, to engagein dialoguewith
oversightagencies,and to hold ministersaccountable. However,its role is weakenedby overwhelmingpolitical dynamics. As to the Councilof
Ministers,it hasa strongholdover oversightagenciesandnominatesthe headsof theseagencies. TheCouncilof Ministershasalsothe power to
reducerecourseto mutualagreements,a missionit hasfailed to accomplishsofar.

Stakeholdermapping

A stakeholdermappingwas conducted,mappingvariousreform proposals,knowing that a draft law on public procurementpresentedby the
Institut desFinancesis beingdiscussedin Parliamentarycommittee. Thepositionsof the variousstakeholdershavealsobeenanalyzed,together
with the political dynamicsaround the reforms. The model predicts that a strong coalition will build around the draft law based on the
decentralizationprinciplewhile someof the stakeholderswill be trying to introduce someenhancementsthat may not changeits essenceand
principlesbut challengethe originaltext.

Recommendations

Recommendationshavebeenformulated in light of the identified weaknessesof the public procurementsystemand of key stakeholders. These
weaknessesare either structuralor related to meansand resources. Recommendationsalsoaddressinconsistencies,overlaps,gaps,ambiguities,
andconflictsof interests. Whilerecommendationsaddressthe weaknessesof everyoversightbody,it remainsimportant to considerthe reform of
oversightinstitutionsthrougha globalapproachthat takesinto considerationthe complementarityandcontinuityamongthem.
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