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Introduction
Lebanon, perched along the shores of the eastern Mediterranean, has long been
recognized for both its entrepreneurial spirit and dynamic business culture.
Historically, the country’s liberal economic policies, vibrant private sector, and
openness to international investment made Beirut one of the commercial hotspots of
the Middle East. Lebanese society’s deep-rooted emphasis on commerce,
supplemented by a far-reaching diaspora, has nurtured and exported business
acumen globally.

However, for prospective entrepreneurs, understanding Lebanon’s business
environment now requires more than historical context or a generic handbook. Since
2019, Lebanon has experienced an acute economic crisis, with the collapse of its
currency, significant recession, and substantial social upheaval. The once thriving
banking sector and service economy have been deeply affected. Formal and informal
barriers—some longstanding, others recently emerged—shape nearly every step of
launching and managing a business.

Despite these challenges, the Lebanese business landscape remains both complex
and compelling. Its regulatory environment allows significant freedom for private
initiatives, including broad opportunities for foreign ownership in most sectors. At the
same time, entrepreneurs must contend with a unique mix of regulations,
administrative processes, and sector-specific rules. From company formation to labor
relations, and from navigating bureaucratic hurdles to understanding nuanced tax
regimes, entering the market in Lebanon is an endeavor that demands rigorous
preparation and a keen local understanding.

This book is designed as a practical and comprehensive guide for entrepreneurs—local
and foreign alike—interested in doing business in Lebanon. It dispenses with
generalities to focus on specifics: the laws, costs, risks, and opportunities unique to
the Lebanese context. You will find clear explanations of key sectors, legal structures,
regulatory processes, taxation, labor legislation, and the critical challenges that any
business must address in today’s Lebanon. Real-world advice and best practices
reflect local realities, not only theoretical frameworks.

Amidst ongoing economic and political difficulties, there remain areas of promise for
those equipped to navigate the complexities. New reforms, incentives, and the drive
for change—especially among younger generations and women—are reshaping the
country’s entrepreneurial ecosystem. Lebanon’s strategic position, resilient business
tradition, and the government’s stated commitment to free markets continue to offer
opportunities, but only to the well-prepared and resourceful.
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Above all, success depends on thorough due diligence, calculated risk-taking, and
sound professional counsel. Whether you aim to establish a startup, invest in a joint
venture, or expand a multinational operation, this book will provide the essential
knowledge and insights required to pursue business ambitions in Lebanon’s unique
and evolving market.

Sample from MixCache.com - The Online eBook Marketplace



SHARING STRICTLY PROHIBITED - For personal use of the licensed account only - See MixCache.com Terms of Use.

SA
MPL

E 
CO

PY

CHAPTER ONE: Understanding Lebanon’s Economic
Landscape
Mentioning business in Lebanon often conjures images as varied as the country itself.
For decades, it was the freewheeling financial hub of the Middle East, a place where
commerce flowed as readily as the conversations in Beirut’s famed cafés. It built a
reputation on a foundation of liberalism – economic and social – attracting capital,
talent, and tourists. Understanding this history is crucial, not just for nostalgia's sake,
but because the remnants of that laissez-faire system, the entrepreneurial DNA, and
the international connections still permeate the environment, even amidst the
profound challenges of the present day.

Historically, Lebanon’s economy deliberately positioned itself as an open, service-
driven market. Sitting at a geographical crossroads, it leveraged its skilled, often
multilingual population and relatively stable legal framework (compared to some
neighbours at various times) to become a centre for trade, finance, and tourism. The
banking sector, in particular, grew disproportionately large relative to the real
economy, acting as a regional safe haven for deposits and a key financier for both the
private sector and the Lebanese state itself. This reliance on services, however, made
the economy heavily dependent on external factors: regional stability, foreign
investment inflows, tourism receipts, and, critically, remittances from the vast
Lebanese diaspora.

The service sector was, and in many ways remains, the engine room. Think commerce,
wholesale and retail trade, real estate transactions, transportation, and the
constellation of businesses revolving around tourism – hotels, restaurants, travel
agencies. Alongside these were strong healthcare and higher education sectors, often
attracting clients and students from across the Arab world. The financial services
industry, dominated by the large banking sector but also including insurance and
investment firms, was another cornerstone. This structure created a dynamic, often
outwardly focused economy, but one where industry and agriculture played second
fiddle, often struggling with higher operating costs and competition from imports.

The industrial sector, while present, never achieved the dominance seen in more
production-oriented economies. Key areas include food processing – leveraging
Lebanon’s agricultural output – alongside manufacturing of construction materials like
cement and ceramics, textiles, furniture, and some chemical products. However,
factors like unreliable electricity, the relatively small local market, and competition
often hampered significant expansion. Agriculture, despite fertile lands like the Bekaa
Valley and a climate conducive to diverse crops (citrus, apples, grapes, vegetables),
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has long been considered underdeveloped. Limited investment, water management
issues, and fragmentation have kept its contribution to GDP relatively modest, though
it remains a vital source of livelihood in rural areas.

Real estate and construction also played a significant role, often fuelled by investment
from the Gulf or the diaspora. Property was seen as a secure store of value, leading to
periodic booms, particularly in Beirut and the surrounding mountains. This sector
drove demand for construction materials and labour, but also contributed to inflation
in asset prices and concerns about sustainable development. The reliance on external
capital flows, however, made this sector, like others, susceptible to regional economic
and political fluctuations. The intricate web connecting banking, real estate,
government finance, and external inflows worked for a long time, creating periods of
prosperity and reconstruction, particularly after the 15-year civil war ended in 1990.

But beneath the surface of this vibrant, service-heavy economy, structural
weaknesses were festering. Decades of political instability, inconsistent governance,
and accumulating public debt created vulnerabilities. The country ran persistent trade
deficits, importing far more than it exported, a gap historically covered by capital
inflows and remittances. The banking sector’s model, which involved attracting
deposits (often in US dollars) at high interest rates to finance a heavily indebted
government, became increasingly unsustainable. This intricate financial architecture,
often described with hindsight as a state-sponsored Ponzi scheme, was living on
borrowed time.

The music stopped abruptly in October 2019. A confluence of factors – slowing capital
inflows, mounting public pressure over corruption and austerity measures, and
political paralysis – triggered a financial meltdown of staggering proportions. What
followed was not just a recession, but a wholesale collapse of the existing economic
model. The banks, once pillars of stability, slammed their doors shut on depositors,
imposing informal and illegal capital controls that trapped billions of dollars in
accounts. Accessing foreign currency became nearly impossible through official
channels, shattering confidence and paralysing economic activity.

The most immediate and visceral impact was the collapse of the Lebanese Lira (LBP).
Officially pegged to the US dollar at LBP 1,507.5 since 1997, the currency went into
freefall on the parallel market. Businesses and individuals watched in horror as the
value of their lira savings and earnings evaporated. This rapid devaluation unleashed
hyperinflation, sending prices for basic goods skyrocketing and decimating purchasing
power. Calculating costs, setting prices, and even paying salaries became a logistical
nightmare, often involving frantic tracking of the daily parallel market exchange rate.

Suddenly, Lebanon found itself grappling with multiple exchange rates. There was the
long-obsolete official rate, various central bank-mandated rates for specific
transactions (like fuel imports or subsidized goods, often changing), and the all-
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important parallel market rate, dictated by supply and demand for dollars on the
street. This fragmented exchange rate system created distortions, arbitrage
opportunities for the well-connected, and immense confusion for ordinary businesses
trying to operate transparently. Pricing goods often meant juggling calculations based
on the dollar cost of imports versus the lira-denominated wages and local expenses,
all while trying to guess where the rate would be next week.

The economic contraction was severe. Gross Domestic Product (GDP) plummeted by
double digits year after year following the crisis onset. Businesses shut down,
unemployment soared, and Lebanon was reclassified by the World Bank from an upper-
middle-income country to a lower-middle-income one. Disposable incomes vanished,
drastically reducing domestic demand for goods and services. The crisis exposed the
fragility of an economy overly reliant on imports and external financial flows, with
limited domestic production capacity to cushion the blow.

Compounding these economic woes were external shocks. The global COVID-19
pandemic arrived shortly after the crisis began, further disrupting supply chains,
crippling the tourism sector, and adding strain to the already overwhelmed healthcare
system. Then, in August 2020, a catastrophic explosion at the Port of Beirut
devastated large parts of the capital, killing hundreds, injuring thousands, destroying
homes and businesses, and crippling the country's main trade gateway. This disaster
inflicted billions of dollars in damages and added another layer of misery and
economic disruption.

The banking sector, the former engine of growth, became a major impediment. The
informal capital controls meant businesses could not easily access their own funds,
especially foreign currency deposits needed for imports. Transferring money abroad
became exceptionally difficult and costly. The term 'Lollar' entered the lexicon,
referring to US dollars trapped in the Lebanese banking system, accessible only at
disadvantageous lira rates or through limited, heavily restricted withdrawals. This lack
of access to finance and basic banking services forced many businesses to operate
almost entirely outside the formal banking system.

This leads to one of the defining features of the post-crisis landscape: the dominance
of cash, particularly 'fresh' US dollars (meaning dollars held outside the Lebanese
banking system). With trust in banks shattered and the lira’s value unstable,
transactions increasingly shifted to physical cash. Businesses often demand payment
in fresh dollars for imported goods or high-value services. Employees may negotiate
salaries partly or wholly in dollars. This 'cash economy' brings its own set of
challenges: logistical issues of handling large amounts of cash, security risks,
difficulties in documenting transactions for tax purposes, and concerns about money
laundering.

The informal economy, always a feature of Lebanon, has likely expanded significantly.
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As formal businesses struggle with taxes, regulations, banking restrictions, and
collapsing demand, some activity shifts underground. This can range from
unregistered home-based businesses to larger operations avoiding VAT or social
security contributions. While providing a survival mechanism for some, a large
informal sector erodes the tax base, creates unfair competition for compliant
businesses, and makes accurate economic measurement difficult.

Infrastructure deficits, a long-standing complaint, have been brutally exacerbated by
the economic crisis. The state electricity company, Electricité du Liban (EDL), was
heavily subsidized and inefficient even before 2019. Now, with the government unable
to afford fuel imports, state-provided electricity is down to just a few hours a day, if
any. Businesses and households rely almost entirely on expensive private diesel
generators, adding enormously to operating costs and environmental pollution.
Similarly, water supply and internet connectivity, while perhaps less dramatically
impacted than power, remain inconsistent and often substandard, adding further
operational hurdles. Chapter Seventeen will delve deeper into these infrastructural
realities.

Another consequence of the crisis has been a significant 'brain drain'. Faced with
collapsing living standards, lack of opportunity, and political despair, many skilled and
educated Lebanese, particularly young professionals, have emigrated. While the
diaspora has always been a source of strength through remittances and investment,
this recent wave of emigration depletes the local talent pool that businesses rely on,
potentially hindering recovery and future innovation. The entrepreneurial spirit
remains, but the human capital to fuel it is under pressure.

Despite this bleak picture, it's essential to understand that the Lebanese economy is
not monolithic. Different sectors have experienced the crisis in varied ways. While
import-dependent businesses and those relying heavily on formal banking have
suffered immensely, others have found ways to adapt or even identified new
opportunities. For instance, the collapse in purchasing power and import difficulties
have created some space for local producers, particularly in agriculture and basic
manufacturing, provided they can overcome infrastructure and financing challenges.
The need for alternative energy solutions has spurred growth in the solar power
sector. Chapter Twenty-Two will explore specific sectors in more detail.

Furthermore, the existence of the large and often affluent Lebanese diaspora provides
a unique dimension. Remittances remain a crucial lifeline, providing a source of fresh
dollars that props up consumption for many families and offers a potential, albeit
limited, source of capital for small businesses. Connections with the diaspora can also
facilitate exports or provide access to international markets and expertise, a resource
explored further in Chapter Twenty.

The government’s official stance remains supportive of a liberal, private sector-led
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economy. Policies generally permit foreign ownership and investment, and efforts
continue, often under pressure from international bodies like the IMF, to enact
reforms. However, implementation is frequently hampered by political infighting,
entrenched interests, and weak institutional capacity. Navigating the regulatory
environment, therefore, requires understanding both the stated rules and the often-
complex realities on the ground, a theme central to subsequent chapters on legal
frameworks, registration, and bureaucracy.

So, what does this complex, crisis-ridden landscape mean for a prospective
entrepreneur? It means entering a market characterised by extreme volatility,
uncertainty, and significant operational hurdles. Currency fluctuations can erase
profits overnight. Banking services are severely restricted. Infrastructure is unreliable
and costly. Political instability remains a constant backdrop. Thorough due diligence,
robust risk management, and deep local knowledge are not just advisable; they are
essential for survival.

It also means adapting to a largely dollarized, cash-based operating environment.
Businesses need strategies for pricing in multiple currencies (or predominantly in
dollars), managing cash flow without reliable banking support, and sourcing inputs
when imports are difficult. Flexibility and resilience are paramount. Business models
that rely heavily on stable lira income, easy access to bank credit, or uninterrupted
state infrastructure are unlikely to succeed in the current context.

However, the picture isn't entirely negative. The crisis has, paradoxically, lowered
some barriers to entry. Labour costs, when valued in dollars, have decreased
significantly. Certain assets may be available at lower valuations. The inherent
resilience and entrepreneurial drive of the Lebanese people mean that commerce
continues, albeit in altered forms. For entrepreneurs with a high tolerance for risk,
access to 'fresh dollar' capital, strong local connections, and innovative solutions
tailored to the current realities, opportunities can still be found. Understanding this
landscape, in all its historical depth and present-day turmoil, is the first critical step.
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