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Exercise two

1. Why do you think Lebanon is in need of foreign direct investment (FDI)? Discuss enablers and barriers to foreign direct investment in Lebanon.

A: Foreign direct investment (FDI) in theory is referring to the physical investment of a foreign company (a company from another country) in building a factory or production facility in another country (host country). This direct investment in production facilities (e.g. machineries, equipments, buildings and technology transfer) is in contrast with portfolio investment, which is usually addressed as indirect investment. Today, FDI may include more extensive areas of investment in acquisition, joint venture, strategic alliance and licensing of intellectual property.
FDI increasingly plays a major role in global business, particularly in emerging economies. FDI gives the Lebanese industries wider access to new technologies, products and production facilities, knowledge and skills, finances, markets and marketing channels. These can provide a strong impetus to the Lebanese economy and its development plans. FDI can also have an important role in the internationalization of businesses in Lebanon. This means more knowledge, more technology and more markets for Lebanese industry.
Enablers and challenges for FDI in Lebanon can be listed as follows:

Enablers: 
· Securing the profitability of the investment 
· Protecting the foreign investments
· Healthy business environment
· Availability of infrastructures (e.g. transport, and energy)
· Availability of human resources
· Support of governments and local authorities 
· International supports 

Challenges:
· Economic instability
· High political risk
· Civil wars and regional disputes 
· International sanctions 

2. Do some research on Lebanon and its current socioeconomic status. Discuss how social and political situations may affect the Lebanese economy.

A: Students should review the key economic indices (e.g. GDP, unemployment, inflation rate, etc.) of Lebanon for the last 5-10 years and also review the social and political factors in the country (e.g. stability of the governments, education rate, population structure, races and ethnicities, etc.),and try to find how they are linked with each other. The key point is that usually social and political factors have their impact on the economy with a time lag (after few months or sometimes few years).

3. How do you think the transition to a normal economy in Lebanon, after the war in 2006, would differ from the experiences of European countries after World War II?

A: Social and political situations are completely different from those of European countries after World War II, and seem more complicated. However, there are opportunities in the regional and global markets in the 21st century which help Lebanon to pass the transition period quicker.

4. The Lebanese government prohibited all imports from Israel. Discuss the socioeconomic aspects of this decision.

A: In the short term this may: 
· provide a more protected market for Lebanese producers
· push Lebanese traders to import the items that the country needs from other sources (which are possibly more expensive)
· lead to black markets for Israeli products. This makes a hidden economy where there is no control over it
· cause the same reaction from Israel, which affects the Lebanese exports (for products Lebanon has competitive advantage in)

In the long-term
· The trade between both countries is affected, and they lose many business opportunities.




