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LEBANON ECONOMIC VISION | ASSESSMENT



INTRODUCTION

On October 20, 2017, the Council of Ministers approved the launching of a study
aimed at setting a National Economic Plan (NEP). On January 20, 2018, the
cabinet tasked global consulting firm McKinsey & Company with the NEP

On July 4, 2018, McKinsey & Company presented Lebanon with a report on the
ideal economic model it should follow, entitled “Lebanon Economic Vision, and
ways to achieve it"



INTRODUCTION

The Vision is a five-year plan aimed to boost the country’s staﬁnant economy and create
jobs through diversification and modernization of potentially competitive productive
sectors. The vision looks at key productive sectors: natural resources, agriculture, industry,
tourism, knowled?e economy, financial services, education, healthcare, real estate,
construction, retail, trade, logistics, transport, communications, electricity and water, and
the role of expatriates.

The Vision also proposes “quick wins” to ease the economic slowdown, which include
setting up a construction zone for prefabricated housing that can be used in the
rebuilding of Syria and Irag, boosting tourism, and opening new markets for a few
Lebanese crops. The vision aims to increase real GDP growth to 6 percent yearly within
three years of reforms being implemented, halve the unemployment rate in five to seven
years, and raise the contribution of the productive sector from 14 percent of GDP to 25
percent by 2025.

“Lebanon Economic Vision”, Full Report.



OBJECTIVE

In this context, Friedrich Ebert Stiftung (FES) aimed to conduct an overall review
and assessment of the Lebanon Economic Vision, from the perspective of the
principles of Social Democracy, in view of providing Lebanese stakeholders with
an analysis that empowers their lobbying and advocacy efforts.



METHODOLOGY

The first step comprised the review of existing literature produced by FES relating
to the underpinnings of a socio-democratic approach that embodies the core
ideas and values of FES.

The second step encompassed the review and summary of the Vision.

The third step consisted of the assessment of the Vision. The team underlined
preliminary discrepancies in the Vision vis-a-vis FES socio-democratic values and
core ideas, identified controversial or missing elements, and proposed alternatives
whenever relevant.

In the following sections, fragments in green (left of the slide) refer to key
elements from the Vision, while fragments in a blue frame refer to the assessment
of the study team.
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LEBANON'S ECONOMIC ASPIRATIONS




LEBANON'S ECONOMIC ASPIRATIONS

In order to guide the development of the
vision, McKinsey selected a number of
benchmarking countries: Ireland, Honk Kong,
Georgia, Switzerland, and Singapore. These
countries were selected based on the
following criteria: small territory with large
neighbors, limited population, limited natural
resources, large diaspora (some countries)




LEBANON'S ECONOMIC ASPIRATIONS

Lebanon grapples with 3 major
challenges:

% A highly volatile economy

% Limited government ability to
ignite growth

% A non-conducive business
environment
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LEBANON'S ECONOMIC ASPIRATIONS

Lebanon needs to build its economy around consistent principles:

% Focus the government resources and efforts on priority areas

% Improve the business environment by reducing cost of doing
business, addressing corruption in the public sector and improving
overall business environment

% Diversify the Lebanese economy sectorally and by source of
geographic inflows thereby reducing the volatility caused by
exogenous factors

% Develop high value-added future-proofed productive sectors,
relieving the distress that has been caused by a large current account
deficit

% Ensure a healthy public sector through fiscal discipline including
improved collection and rational spending, thereby controlling public
debt
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% Ensure a healthy public sector through fiscal discipline including
improved collection and rational spending, thereby controlling public
debt

*Simon Vaut et al., Economics and Social Democracy, Social Democracy Reader 2, Division for International Cooperation, Friedrich Ebert Stiftung, Berlin, 2011
**Rodrik, Dani (1997), Has Globalization Gone Too Far2,Washington, DC.,, in Vaut et al.
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LEBANON'S ECONOMIC ASPIRATIONS

Mid-to-long term horizon Vision 2025: A
re-ignited productive economy supported
by overhauled business environment:

% Fixed hygiene factors of economic
competitiveness

% Fiscally disciplined and accountable
government

% Jumpstarted target productive engines

+» Demonstrated showcases of success

* David Harvey, A Brief History of Neoliberalism, Oxford University Press, 2007
** Alexander Petring et al., Welfare State and Democracy, Social Democracy Reader 3, Friedrich Evert Stiftung, Division for International Cooperation, Berlin, 2012



LEBANON'S ECONOMIC ASPIRATIONS

Three main criteria were adopted to select the
priority productive sectors:

% Lebanon’s comparative advantages in terms of
endowments and competitiveness

% The size of regional and global opportunities in
terms of size and diversification of inflows

% Lebanon’s macro aspirations: economic
aspirations (GDP growth and job creation),
fiscal and monetary stability (limited deficit,
reduced national debt), and social impact
(regional balance and wealth distribution)
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AGRICULTURE

Diagnosis

% Dominance of low-value crops, including tobacco which
is cultivated at a loss, and of small average holding sizes

% Low productivity for many crops (e.g. olives), due to
outdated technigues and low investment in technology

% Inefficient local markets in which farmers are vulnerable
to unfair practices (e.g. by markets & distributors), partly
due to weak cooperative systems

¢+ Poor access to global markets such as the EU, largely
due to non-compliance with international standards (e.q.
SPS for potatoes) & weak post-harvest infrastructure

% lllegal cultivation of cannabis



AGRICULTURE

Recommendations

A.

Promote and support the application of modern
methods and technologies to improve yield and quality
of agricultural produce (finance R&D and facilitate
financing of technology installations)

Improve local (and regional) food markets, with a focus
on transparency and efficiency (digital solutions to
improve transparency, capacity building for
cooperatives)

Support transition towards higher-value crops and
livestock (value chain analysis across all products, opt-in
subsidy program for tobacco farmers, support R&D)
Facilitate access to international markets (compliance
with international standards, expansion of post-harvest
infrastructure, identification of high-potential markets
and adaptation of cultivation practices)

Explore legalization of cannabis cultivation
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INDUSTRY

Diagnosis

% Low competitiveness: High costs of factors of production;
High cost of private electricity generation; rising land and
labor costs; unfavorable business environment; and
ineffective transportation network

% Low quality: Shortage of skilled technical labor; limited
application of international standards;

% External market shocks: Reduced regional demand for
key products; and constraints on land transportation due
to the Syrian conflict



INDUSTRY

Recommendations

A. Prioritizing high-potential subsectors: food-
processing, high-end design and marketing
(jewelry, cosmetics, soaps, napkins), Syrian
reconstruction (pre-fab, furniture), high-skill
products (pharmaceuticals)

B. Developing National Integrated Industrial
Parks (NIIPs) to serve as areas of excellence
which overcome comparative disadvantages
(infrastructure, support services, regulatory
one-stop shops)




TOURISM

Recommendations

A.

Focus on attracting leisure tourists from 15 source
countries (Arab countries, core European countries,
Diaspora countries) by building core offerings (city and
entertainment, sun and sea, culture) in three cities
(Beirut, Byblos, and Sour) and develop ultra-luxury eco-
tourism hubs

Grow the Meeting and Incentive segment (with a focus
on UAE, Qatar, Kuwait, KSA, and Iraq)

Position Lebanon as a convenient destination for
regional medical tourists by offering specialized services




KNOWLEDGE ECONOMY

Recommendations

A. Become a highly productive digital economy, acting as
a digital talent hub

B. Position Lebanon as a leading regional outsourcing
destination for BPO services (finance and accounting,
HR, marketing and sales) and a global hub for middle
east research and analytics service desks (outsourcing
park)

C. Become a regional creative hub in a specific set of
niches (branding, fiscal and non-fiscal incentives)

D. Become an educational hub, attracting regional
(undergraduate and medical studies) and international
students (Middle Eastern and Arabic studies) (quality of
education in public schools, decision tools/surveys)



FINANCIAL SERVICES

Recommendations

A. Strengthen the financial services sector to
enable the country’s economic development
agenda (beyond banking)

B. Position Lebanon as an investment
management and offshoring hub (diaspora,
levant, Africa, and the Caspian region)

C. Develop centers of excellence in specific
niches (project finance, digital and analytics,
actuarial studies, equity and investment
research)




DIASPORA

Recommendations

A. "Seed": Prepare the next generation of Lebanese
workforce and monitor emigration

B. "Radiate”: Develop a solid diaspora database and
promote national identity to strengthen the bond
between Lebanon and its diaspora (vibrant
communities in countries of residence)

C. "Reap’: Leverage the diaspora network through
encouraging productive investments, opening
access to export markets, and transferring
knowledge

D. "Advocate”: Harness and formalize advocacy
through establishing a diaspora advisory board
(advise the Gol and advocate for Lebanon’s
interest)
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3.

INFRASTRUCTURE

Launch infrastructure projects including
pre-planned projects (Beirut rapid-bus
public transport, airport rehab, Ras
Baalbek-Syrian border highway, fiber
network) and new projects (construction
technology zone focused on Syria and Iraq,
Beirut Knowledge Hub Park, as well as Sour,
Byblos, and Beirut walkway improvements)

Improve Beirut's efficiency by enhancing
transportation, waste management, and
pollution; improving governance,

developing a comprehensive urban plan.

Reform the power sector
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GOVERNMENT

Reform public administration (productivity
measures, digitization, anti-corruption

purge)

Reform public finance (1% annual reduction
in fiscal deficit out of GDR expenditure
ceiling, revenue growth in terms of tax level
and tax collection effort)

Increase legislative productivity (business
environment, laws related to the vision'’s
priority sectors)
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NSTITUTIONALIZATION
MECHANISMS

The report proposes setting up a Performance
Management and Delivery Unit (PMDU) that
reports to the Council of Ministers and performs
five key functions: strategic planning, program
management (implementation oversight),
performance management, delivery support
(debottlenecking), and marketing and public
relations (image of the vision and its projects).
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FLAGSHIP PROJECTS




SEAMLESS END-TO-END TOURISM
JOURNEY

The tourist journey currently suffers from: an unclear value proposition of
Lebanon as a tourist destination, unorganized and unclear process at the
airport, lack of tourist friendly cities!

The report proposes: mapping the end to end tourist journey and
understanding key pain points, designing the ideal journey and assigning
owners to each part, and defining efficient data collection mechanisms.

Moreover, as part of the tourism specialty, 4 environmental initiatives are
proposed:

1. Clean Lebanon’s beaches and update water regulations

Develop and protect eco-tourism areas

2
3. Upkeep cleanliness in anchor destinations
4

Update solid waste management regulations and develop sustainable
waste management solutions



SMART LEBANON KNOWLEDGE HUB

Based on a preliminary assessment, the report
advises developing physical clusters in Greater
Beirut and Tripoli. The hub would be anchored
around these two physical clusters and scattered
virtual corridors. The Tripoli Outsourcing Park
would host business and knowledge intensive
outsourcing services, while the Beirut Knowledge
Village would include digital, creative, education,
and financial districts in partnership with leading
institutions.




