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SOCIAL AND ECONOMICAL CRISIS IN LEBANON AND
THE ATTRACTION OF FOREIGN DIRECT INVESTMENT

Lebanon has faced an unprecedented and multifaceted economic, fi-
nancial, social crisis in 2019.

Social and health crisis. Lebanon is meeting one of the worst hu-
manitarian crises of our time and continues to host the highest number of
displaced people per capita and per square kilometer in the world (from
Syria and Palestine). As a consequence, vulnerable populations have been
supported under the Lebanon Crisis Response Plan (LCRP), including dis-
placed Syrians, vulnerable Lebanese, Palestinian Refugees from Syria and
Palestine Refugees in Lebanon. Lebanese and refugees have been deeply
affected by a sharp increase in poverty, gaps in critical supply chains
and limitations on access to food, healthcare, education and other basic
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services [1].

According the LCRP Lebanon since 2015 has received over 8,2 bil-
lion dollars in support for displaced Syrians, vulnerable Lebanese and Pal-
estinian refugees under the Lebanon Crisis Response Plan. In the table we
can see the funding to lebanese economy.

Table — Financial funding comparison [2]

Parameter 2015 2016 | 2017 2018 2019 | 2020 | 2021 | 2022

Overall
funding re-
ceived, bil-
lion doll.

1,286 1,28 1,241 1,206 | 1,234 1,44 | 1,186 | 0,99

Initial re-
quirements
for social
crisis deci-
sion, billion
doll.

2,14 2,48 2,75 2,68 2,62 2,67 2,75 | 0,38

Percentage
received to-
wards the
LCRP, %

54 46 45 45 47 54 43 57

According Financial Tracking Service initial requirements for social
crisis decision in Lebanon is about 2 billion dollars per year excluding
2022 because this method of calculating is based on sectoral activity and
other important units but not individual project requirements. Total re-
quirements of LCRP is covered by 50-55% annually. In 2022 year 3,2 mil-
lion people in need of this help, the most important target is food security
and agriculture (975 million dollars in 2022), for health sector — 300 mil-
lion dollars.

The World Bank has estimated that more than half the Lebanese
population is living below the poverty line.

Lebanon’s health system i1s under extreme strain as a result of the
multifaceted crisis. Demand for public health services has increased as
people are less able to pay for private healthcare. The lack of electricity and
fuel shortages in 2021 have heavily impacted the operational capacities of
all healthcare facilities, especially hospitals, with some forced to operate at
50 % capacity or less or resort to complete closure [1].

Economic and financial crisis. Lebanon’s financial and economic
crisis is likely to rank in the top ten most severe economic crisis episodes
globally, since the mid-nineteenth century.

Real GDP is estimated to have declined by 10,5 % in 2021, on the
back of a 21,4 % contraction in 2020 as policymakers have still not agreed
on a plan to address the collapse of the country’s development model.
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The exchange rate continued to deteriorate sharply in 2021, keeping
inflation rates in triple digits. The share of the Lebanese population under
the national poverty line is estimated to have risen by 9,1 percentage points
(pp) by end-2021. Lebanon has witnessed a dramatic collapse in basic ser-
vices.

The depreciation of the Lebanese Pound (LBP) has become more
acute in 2021 and during July-December 2021 the LBP was trading in the
parallel market at an average of 20,300 LBP per USD while the official ex-
change rate remained 1,500 LBP per USD, representing a loss in value of
over 90 % [3]. Given that Lebanon is heavily dependant on imports, the
depreciation has translated into high levels of inflation, averaging 138 %
from January to October 2021, causing a severe deterioration in the popula-
tion’s purchasing power: it is 557 % increase in the food basket price since
October 2019 [4].

The question of green grow and sustainable development is not so
important in these circumstances. Today financing has the aim to invest in
mitigating the environmental impact of the Syria crisis, ensuring that ac-
tions are taken to maintain longterm sustainability of the natural eco-
system and avoid its further degradation. Furthermore, it will invest in na-
tional and local capacities to promote dialogue that mitigates tensions and
conflicts at the municipal and local levels, with a particular focus on em-
ployment.

Reducing the impact of the crisis on Lebanon’s environment accuses
with a particular focus on integrated solid waste management, water and
wastewater management, use of renewable energy sources and energy-
efficient products, protection of air quality, conservation of land use and
ecosystems by strengthening good management of natural resources and
sustainable investments abiding by environmental regulations.

Many LCRP projects also integrate the principles of the UN Sustain-
able Development Goals, a set of globally agreed goals to end poverty, pro-
tect the planet and ensure prosperity for all as part of the 2030 Agenda for
Sustainable Development.

The most important problems in ecology are water and energy.

The compounded health, economic and financial crises have put un-
bearable strain on the Water Establishments (WEs) who 1s responsible for
providing safe water to all. The energy-related problem concerns the pump-
ing stations that deliver water to a great majority of inhabitants. Currently
EDL organization (Electricit¢ du Liban) only supplies around 400 MW,
which is not sufficient to extend power to dedicated lines feeding main
pumping stations. Also, the cost of fuel can no longer be borne by WEs
since it 1s no longer subsidized. This implies that the only sustainable
source of electricity to pumping stations is renewable energy, such as solar,
hydraulic or wind. Renewable energy can also be developed to mitigate the
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high energy cost in wastewater treatment plants, including options such as
biomass, solar and wind.

Renewable energy sources, use of energy-efficient products and con-
nections to the grid are the best examples of how the industry sector could
help reduce the impact of the crisis on air quality in Lebanon by reducing
the use of diesel generators. Solar street lighting around public spaces (e.g.,
municipal roads) will enhance security. Installation of solar street lighting
or replacement with LED lighting would be considered for this purpose in
LCRP.

Since 2017 satisfaction with the level and quality of electricity ser-
vices has declined continuously. As of August 2021, the overwhelming ma-
jority of the public rated the quality of electricity in their area as ‘poor’
(36,4 %) or ‘very poor’ (57,0 %), for a total of 93,4 % understood to be
dissatisfied with the current level of electricity service provision. The ma-
jority of households in Lebanon also received supplemental electricity from
a private generator or from a subscription to a shared private generator
network. With the fuel crisis, however, very few households in the country
were able to fully rely on private generators when service was cut.

To improve the quality of electricity supply at the municipal level,
the installation of transformers could be an effective intervention for miti-
gating tensions caused by perceived overuse of a limited electricity supply
by the displaced population.

As UNDP’s study shows, investment in renewable energy creates lo-
cal jobs. For example, 1 000 000 dollars of investment for I MW solar PV,
would create an estimated 11-20 direct jobs (construction, electrical engi-
neering, business & finance) as well as 20-25 indirect jobs (production of
cable, metal, plastic, dye and finance and admin.) [5].

Conclusion. The attraction of foreign direct investment in the crisis
condition is very problematically, but especially in crisis the question of
usage the renewable energy and clean water escalates. In Lebanon The
Lebanon Crisis Response Plan is functioning. It is includes the green pro-
jects. It denotes that some steps to develop this direction in business have
to undertake. In financial sphere interest rate has to consider the ecological
risks that means the discount rate for green projects should be reduced to 4
% as an example for nature or ecological capital assets in addition to the
solving corruption problems. It is important to have organizational mecha-
nism and institutional principals how to manage the crisis and how to de-
velop modern green economy for sustainable development.
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YIPABJIEHUE NEPCOHAJIOM, KAK OCHOBHOM
®AKTOP YCTOMUYUBOI'O PA3BBUTUS OPITAHU3ALIUU

B coBpeMeHHBIX OpraHu3anUsIX BaXXHEHIITMM aKTUBOM KOMITAHUU
SIBJISIFOTCSI CTICIIHAIMCTHI, onpenersitomue u Gopmupyromue chepy Kiode-
BbIX KOMIIETEHIIMNA OpTaHU3alMu. DTO UHTEIJIEKTyaIbHBIA pecypc Bcex 3a-
WHTEPECOBAHHBIX CTOPOH. MOKHO BbIICTUTH /B¢ TeHAcHIMH B HR-cdepe
B MHUPOBOM SKOHOMHKE: YCHUJICHHE 3HAYMMOCTH KOMMYHHUKATUBHBIX KOMIIE-
TEHIMI 1 Bce OoJiee pa3BopavyMBarolIascs WHGHOpMATU3ANNS YKOHOMHUKH.
PaccmoTpum ux 6osee moapoOHoO.

Koopaunanust B3auMOJICHCTBUSI BCEX CTEHKXOJIACPOB JTOCTHTACTCS
4yepe3 YCUJICHUE B3aUMHBIX 0053aTelbCTB U oBepusi. COBpEeMEHHBIC JJICK-
TPOHHBIE CIIOCOOBI BEeICHMsI OM3HEca, HApuUMep, uyepe3 OJOKYCHHBI Tar0T
OECKOHEUHBIE BO3ZMOXXHOCTH, HO BCE YIUPACTCS B OMPEEICHHBIC OTPaHU-
4yeHus (BCeX BUIOB PECYPCOB) U IOBEPHE — KaK PECypC CETH.

BrlnisunBanne WHTEPECOB OTAEIBHOTO CYyOBEKTa B3aMMOJICUCTBUS
MOKET MIPUBECTU K pa3pylieHuto oOpa3zoBanus. [1o3ToMy oTHOIIEHHS pac-
CMaTPHUBAIOTCS KaK PECYPC, a UX HaU4He, COOTBETCTBEHHO, KaK YCTONYH-
BO€ KOHKYPEHTHOE MPEUMYIIECTBO. a OpTraHU3alMs UMEET JOXOJ (PEHTY)
Ha JOCTATOYHO JIJTUTEIIbHOE BpEeMs OT BBICOKOTO KadyecTBa CBOMX HEMaTe-
pHATBHBIX AKTUBOB, SIBJISIONIAXCS PEAKAMHU, IICHHBIMHA U TPYIHO KOMUPYe-
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