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1. Introduction 
Lebanon became independent in 1944. The country is bordered on the west by the 
Mediterranean Sea, on the north and east by Syria and on the south by Israel. The capital is 
Beirut. From 1976 until 1990 the country was divided by a civil war: along with the militias of 
the religious groups, foreign groups were also involved in this conflict. The Taef Agreement, 
signed in 1990, put an end to the civil war. 
 
Lebanon has a population of about 4m. people, who are divided in 17 recognised religious 
communities. The most important of these, in number as well as political power, are the 
Maronites, the Sunnites, the Shi'ites and the Druzes.  
The division of political posts in Lebanon is based on a gentleman's agreement that states that 
the Lebanese President has to be a Maronite, the Prime Minister a Sunni and the President of 
Parliament a Shi'i. The 128 parliamentary seats are, as laid down in the contitution, divided 
equally between Christians and Muslims. The Palestinian refugees who are mostly living in 
camps in the South have no electoral rights. They have no prospects of being given Lebanese 
nationality. 
  

2. Internal Politics 
The current President is Emile Lahoud. He came to power in 1998. As was the case with his 
predecessor, Mr. Hrawi, he was given an additional 3-year term in September 2004, thanks to a 
constitutional amendment. The extension of Lahoud's term, however, caused a crisis that led to 
four ministerial resignations and heightened animosity among minority groups. On an 
international level, the extension was considered as having been pushed by the Syrians. 
 
Rafiq Hariri was Prime Minister for several years until October 2004. Different reasons were 
put forward for his resignation: in September 2004, a UN resolution was voted urging Syria to 
withdraw its troops from Lebanon. Syria has about 15000 troops in Lebanon since the signing of 
the Taef Agreement, and as Hariri has a difficult relation with Syria, his resignation may be 
considered an act of protest. The extension of Lahoud's mandate could also be considered a 
reason for Hariri's resignation. The tensions between the President and the previous Prime 
Minister were notorious. 
 
On the 26 October 2004 a new cabinet, under Prime Minister Omar Karameh, was announced. 
The cabinet consists of 30 ministers and excludes all groups opposing Syrian influence as well 



as members of Hariri's parliamentary bloc. The cabinet received only a narrow margin of 
confidence votes, 59 out of the 108 attending MPs, present at the parliamentary vote on 6 
November. Had all 128 MP's been present, 59 votes would not have been sufficient. 
 
The reactions to the announcement of Karameh's cabinet, in Lebanon as well as elsewhere, were 
very critical. In the Lebanese press the Cabinet was described as "second-hand" and pro-Syrian. 
It also claimed that the Cabinet was not fairly representative of the Maronites and Beirut, that it 
favored the Shiites and northern officials. On an international level, the US Deputy Secretary of 
State, Richard Hermitage, described the present government and Prime Minister of Lebanon as 
'made in Damascus'.1 
Even if approved by the parliament, the new cabinet will not last long, since it must 
constitutionally resign with the legislative elections in May 2005.2 

3. Relations with Syria 
Lebanon's external policy is mainly determined by Syria. In 1991, a Treaty of Fraternity was 
signed between the Syrian and Lebanese governments formalising Syrian influence in Lebanon. 
Even though the Taef Agreement stated that all foreign forces had to withdraw from Lebanon, 
Syria could keep, under this treaty, an important military presence in Lebanon.  
 
This military presence has, however, been strongly criticised by international actors. In 
September 2004, the UN Security Council passed Resolution 1559, calling once more for the 
respect of Lebanon's territorial integrity and independence (recalling resolutions 425 and 426 
(1978)). The Security Council commissioned a report to be presented to the Council within six 
months (in April 2005) on the steps taken by Syria and Lebanon to comply with the terms of the 
resolution.3  
 
The control of Lebanon is important for the Syrian government, for economic reasons and in 
view of its relations with Israel. By controlling the Lebanese militia Hizbu'llah and by 
preventing Lebanon from signing a treaty with Israel, Syria hopes to reinforce its position in any 
peace negotiations and in its claim for  the return of the Gholan Hights.  

4. Economic situation  
Although the civil war ended in 1990, the country has still not completely recovered from the 
damage it caused. Furthermore, Israeli attacks, occasionally carried out on Southern Lebanon, a 
region that was occupied by Israel until 2000, seriously harm the economic recovery of that part 
of the country. The constant threat of attacks makes the region unattractive for foreign investors. 
 
In September 2004 Lebanon's debt burden was some US$ 35bn or about 177% of the GDP. The 
main reason for this debt is the high cost of reconstruction following the civil war. In 2002, 
Hariri managed to get financial support at the Paris II donor conference, in exchange for a 
number of financial and economic reforms. Due to the quarrelling between Hariri and Lahoud, 
not all of these reforms have been carried out. But the presence of Hariri, a businessman 
himself, reassured the business community. His resignation has caused some anxiety among 
business circles and put pressure on the Lebanese pound. 4 
 

                                                 
1 Cabinet rejects U.S. claim it is 'made in Damascus', the Daily Star 28/10/2004 
2 World Markets Analysis, 27 Oct 2004 
3 Pro-Syrian government faces huge challenges, Oxford Analytica, 28 October 2004 
4 Pro-Syrian government faces huge challenges, Oxford Analytica, 28 October 2004 



Global Insight's latest quarterly forecast projects that the Lebanese economy will expand by 
4,5% in 2004 and 3,9% in 2005. This growth will be far from sufficient to make good the 
government's deficit. Former finance minister Fouad Siniora had prepared an ambitious draft 
budget aimed at further reducing the budget deficit to 25%. The reforms included, inter alia, the 
elimination of certain government organisations and ministries and a major cut-back in military 
and security personnel. The new government is, according to Oxford Analytica, unlikely to 
endorse all the measures in Siniora's draft budget. A peace agreement for the region would 
probably signify the best chance for the Lebanese economy to grow.  

5. Relations with the EU 
EU-Lebanon relations date back to 1977. Lebanon is part of the Barcelona Process (Euro-
Mediterranean Partnership). It benefited from the MEDA I programme and receives assistance 
from the MEDA II fund.  
Since 1978 Lebanon has benefited from some €1,800 million in combined EU assistance: €533 
million in EIB loans, €332 million in EC grants (from the four Protocols, MEDA I, and other 
budget lines), and more than €900 million from Member States (mainly, Italy 50%, France 32%, 
Germany 14%). 
 
The European Commission agreed on 2 April 2004 to a new package of financial assistance in 
the form of €50 million in grants for Lebanon covering the years 2005 and 2006, provided from 
the MEDA fund for technical co-operation with Euro-Mediterranean partners. Priorities 
established in consultation with the Lebanese authorities in the new National Indicative 
Programme are to be: 

• Support for implementation of the Association Agreement and for European 
Neighbourhood Policy initiatives, rule of law, judicial co-operation, justice and home 
affairs issues and human rights and democracy 

• Support for the knowledge economy, in the areas of vocational training, a continuation 
of the Tempus programme for higher education, particularly between Lebanese and EU 
universities, and for scientific co-operation, permitting Lebanese researchers to access 
EU research programmes 

• Strengthening the competitiveness of the private sector, including export promotion, 
agricultural exports and business support schemes 

• Water reform and environment, to encourage reforms in water sector administration, and 
in the provision of waste and water treatment at municipal level.  

 
The ratification of the EU-Lebanon Association Agreement is expected to be completed by the 
first half of 2005. Meanwhile, a EU-Lebanon Interim Agreement on trade and commercial 
issues entered into force on 1 March 2003. 
 
The destiny of the Palestinian refugees and the human rights situation have always been 
priorities for the EU in its relations with Lebanon. 
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