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How Can Lebanon Benefit From Special Economic Zones?

Special economic zones played a major role 
in boosting growth and economy in many 
developing and developed countries worldwide. 
They constitute a medium for attracting foreign 
investments, stimulating national exports, and 
cutting down unemployment rates through 
hosting investment corporations which 
benefit from its special regulatory framework, 
infrastructure, and facilities. In this context, it’s 
imperative to shed light on China’s experience 
which is considered a pioneer in this domain and among the countries 
which have profited the most from its experience in special economic 
zones.

In 1980, “Shenzhen” started out as the first economic zone in China which 
was able to transform from a small fishing village into the largest and most 
gigantic economic blocks worldwide and succeeded in creating the concept 
of special economic zones. Shenzhen’s gross domestic product accounted 
for $80 billion in 2008. In comparison with the general individual’s income 
in other parts of China amounting to $2000, the individual’s income in 
Shenzhen is five times larger and amounts to $10,916.
Shenzhen’s inhabitants constitute nearly 9 million people on an area of 
2000 square kilometers, of which the construction range covers 400 square 
kilometers.

Shenzhen’s success goes back to several reasons including the flexible 
legislative environment, the existence of an independent administrative 
and legal entity managing the area, and centers established for the service 
of big corporations and investors. Due to its strategic location, Shenzhen 
transformed into a linking hub through establishing an integrated network 
with nearby roads and ports in addition to an international airport which 
could accommodate 20 million travelers by 2008. Moreover, absolute 
independence with respect to laws of commerce, economy, finance, and 
tax enabled Shenzhen to create a globally competitive environment, 
and its administration’s orientation toward building industrial blocks 
basically targeting the industries of telecommunication, computers, digital 
equipments, and medications all helped in boosting the status of this 
special economic zone.

Also, recent steps launched by the city such as the “national innovation” 
initiative and “recycling and the environment” initiative helped to form a 
productive environment for trying out the new economic and commercial 
laws and regulations. Nevertheless, maintaining the zone as a long term 
competitive environment necessitated utilizing the human wealth available 
and promoting productivity as it represents one of the zones main strength 
points. Based on the following, Shenzhen’s administration created 
an advanced education system and established modern educational 
institutions, all of which created a scientific base in the zone. On top of 
that, eight scientific and research-oriented universities in addition to 
several schools and academies were built, providing an attractive and 
healthy climate for investment.
 All of the above mentioned factors made 141 out of 300 leading companies 
worldwide choose Shenzhen as their investment destination. Shenzhen 
also became a distribution center for many companies around the world 
such as Toshiba, Epson, and Xerox which produce 21% of their gross 
international product from Shenzhen.

Shenzhen earned a distinguished financial status as a natural outcome of 
the city’s exceptional economic growth. Today, Shenzhen serves as host 
for over one third of China’s financial institutions, in addition to a private 
stock market where stock exchange pertaining to 540 corporations takes 
place.
If we consider Shenzhen’s successful experience in China, we realize the 
possibility of applying the same concepts in Lebanon in respect of:

1- Creating and setting up the formula of special economic zones (on a 
scale of areas not cities) so as to represent a future nucleus for integrated 
economic cities which mainly share the same concepts and basics with 
these zones.

2- Concentrating the economy of these zones on economic poles chosen 
to be within these zones based on their competitive characteristics, mainly 
the energy dependant industries, export and re-export activity, high value 
added industries, and Lebanon’s strategic position amidst three continents: 
Europe, Asia, and Africa.

3- Special economic zones are established for the purpose of becoming 
a global logistic hub by means of building seaports and airports, and 
effectively connecting them with the land and sea transportation network.

4-The principle of special economic zones/cities is based on increasing 
income, providing globally competitive jobs, and participating in increasing 
the GDP, all of which attract foreign direct investment-FDI and stimulate 
exports.

5- Creating special regulations for the economic zones and additional 
incentives for investors, including tax incentives, and enhancing methods 
of offering governmental services and facilitations to all investors. This is 
done in cooperation with the concerned governmental authorities through 
Smart Service Centers and a group of high quality services, which leads 
to an increased level of competition  between different sectors inside the 
special economic zones/cities such as the private, public, and industrial 
services.
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The Report of the Arab Investment and Export Credit 
Guarantee Corporation - AIECGC

According to the annual report issued by the Arab Investment and 
Export Credit Guarantee Corporation – AIECGC, the inter-Arab 
direct investment overall flow reached about $34 billion in 2008 
against $20.7 billion for the year 2007, with a 64.3% increase. This 
increase was recorded in 9 out of 12 states including Lebanon, 
Jordan, Djibouti, Tunis, Libya, Yemen, Algeria, Sudan, Morocco, 
Egypt, and Syria.

Saudi Arabia came at the top of the list of countries hosting 
these investments with an amount totaling $13 billion (38% of the 
overall size of inter-Arab investments), Algeria followed by about 
$5.7 billion (16.6%), Sudan by $4.8 billion (14%), Lebanon by about 
$2.7 billion (7.8%), Egypt by  $2.3 (6.8%), Libya by $2.1 (6.1%), Syria 
by $1.5 billion (4.5%), Morocco by $849 million (2.5%), Jordan by 
$434 million (1.3%), Yemen by $393 million (1.2%), Tunis by $321 
million (0.9%), and Djibouti by $5.1 million.
Sector wise, most inter-Arab investments were centralized in the 
service sector (touristic, transportation and telecommunication, 
financial, etc...), which took up 62% of the overall total amount 
of investments against 28% to the industry sector and 3% to the 
sector of agriculture.

 Among the inter-Arab investments export states, the United Arab 
Emirates –UAE ranked first by $10.7 billion (31.5% of the total inter-
Arab investments outgoing exported). Kuwait followed by $6.5 
billion (19.3%), Egypt by $3.5 billion (10%), the Sultanate of Oman 
by $2.6 billion (7.6%), Algeria by $2.4 billion (7%), and Lebanon by 
$2.3 billion (6.8%). The share of these states accounted for 82% of 
the overall exported inter-Arab investments.

As for the cumulative flow of inter-Arab investments, we realize 
that its total took a leap from $1.4 billion in 1995 to $34 billion 
in 2008. Saudi Arabia topped the states hosting the investments 
by a cumulative total of $52.8 billion (39%).  Sudan followed by a 
total of $16.4 billion (12%), Lebanon by $14.8 billion (10.9%), Egypt 
by about $11.1 billion (8.2%), and Algeria by $7.7 billion (5.7%). 
These states attracted 74% of inter-Arab investments between 
1995 and 2008.
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6- Adopting a pattern to develop these zones based on a partnership 
between the public and private sectors. The public sector handles 
supervision with respect to developing and enhancing the investment 
environment, attracting investments, in addition to providing security, 
energy sources, and the surrounding infrastructure, etc…whereas 
developers from the private sector implement, develop, and manage these 
zones. As a consequence, an increased pace in building these zones is 
created.

If we intend to rely on the “Shenzhen’s” experience and develop it in a way 
that is advanced, qualitative, and smart, then we need to adopt, right from 
the beginning, all factors and principles which lead to the establishment of 
these integrated special economic zones/cities. These principles include:

-The social life and life style principle based on providing attracting 
factors to the families of people working in these zones such as public 
services (healthcare, transportation, and education). This also applies to 
the environment’s attraction in terms of appearance, security, touristic 
and entertainment services, and cultural renewal opportunities such as 
building spas, touristic facilities, and compounds close to the special 
economic zones.

-The principle of environment-friendly cities where special economic zones 
cooperate with global institutions and academies in the environment field 
for the purpose of developing these zones with minimal anti- environmental 
effects (such as establishing a center for environment protection).

-Providing education and specialized training at early stages to meet 
investor’s needs in the special economic zones, a factor that hasn’t 
been completely available in the Chinese economic zones. In Lebanon, 
this could be achieved through several mechanisms, among which are 
establishing an academic collegiate zone as a start in each (or close to 
a) special economic zone/city in addition to research centers, education 
development centers, and  a block for technicality, knowledge economy, 
and training of human cadres. The training process includes listing these 
cadres in educational and training programs at early stages, in cooperation 
with international institutions and universities. Consequently, profiting 
from employment opportunities pertaining to basic and prestigious jobs 
in all zones is ensured. These mechanisms help in qualifying human 
resources in addition to providing them with jobs in economic cities based 
on corporations various needs.

-The smart cities principle which represents an unprecedented  unique 
opportunity for promoting technical growth and building top quality 
infrastructure for Information and Telecommunication Technicality, given 
that special economic zones begin from scratch, a quality which attracts 
leading international companies in the Information Technology Sector.

Rabih Timotaous
Research Analyst IDAL-UNDP 
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Special Economic Zones: Highlights and Facts

Special economic zones are geographic areas enjoying more liberal 
economic laws than those generally adopted by the country. Their targets 
include: Attracting foreign direct investment, stimulating exports, and 
creating employment opportunities. Moreover, special economic zones 
facilitate broadening the economic reform strategy, and form experimental 
laboratories for the implementation of new economic policies and methods, 
all of which highlight the significance of establishing these zones.

There are numerous kinds of special economic zones including:  Free Trade 
Zones, Export Processing Zones, Free Zones, Free Ports, Industrial Zones, 
and others…The  zones setup is either completely public (owned, developed, 
and directly managed by the public sector), or completely private ( owned 
and developed by the private sector but managed according to laws set 
by the government), or based on a partnership between both the public 
and private sectors (where governmental support covers infrastructure, 
soft loans, and investment in stocks, and the private sector handles their 
development).

In Lebanon, three economic zones have been planned so far: The Special 
Economic Zone in Tripoli’s port approved on December 2008, the Free Zone 
in Beirut’s port inaugurated in 1998, and Beirut Emerging Technology Zone 
planned to be established in Damour area where work is still pending.

- The Free Economic Zone in Tripoli’s port extends over an area of 1,2 
million square meters. This zone has its own set of regulations and laws 
and enjoys complete independence. It provides attractive exemptions and 
incentives, and forms a base for transporting and storing merchandise to 
and from Lebanon, in addition to value added industries producing goods 
intended for export. 
In late 2008, a Special Economic Zone has also been established at 
Tripoli Seaport. Efforts are being exerted now to issue the implementing 
decrees.

- The Free Economic Zone in Beirut’s port consists of 4 modern buildings 
including 3 industrial structures and 90 warehouses of 8000 square meters, 
a Free Market of 2800 square meters and 46 stores, in addition to a Logistic 
Free Zone Area. It offers 50% discount on rental contracts (leases). Each 
year, circulation of nearly 6 million tons of merchandise takes place in 
the zone, and more than 3 thousand ships anchor on its shore. The Free 
Economic Zone has also been equipped with a new station for containers 
extending over an area of 244 square meters. 

- Beirut Emerging Technology Zone - BETZ has been designed as an oasis 
embracing technology corporations involved in research, development, and 
industrialization. The objective of this zone is to provide a suitable climate 
for developing the industry of technology and information, stimulate growth 
of local corporations working in this field, and market Lebanon as a capital 
base for technology development in the Middle East. BETZ concentrates 
on many technological industries consistent with Lebanon’s needs. These 
industries include: Information Technology, Computers and Peripherals, 
Internet Software and services, Semiconductor equipment and products, 
Telecommunication, Multimedia, Healthcare Providers and Services, 
Electronics, Electrical Equipment and Products, Assembling - Testing- and 
Packaging, as well as Bio-technology.

In accordance with priority targets set by the Lebanese government, IDAL 
raised a study to the government indicating the purpose of establishing 
five economic zones assigned for five productive sectors and distributed 
on various Lebanese areas. These sectors include: The Media (local 
production), Information Technology (equipment and programs), Light 
Industries (Assembling, Jewelry, and Art Industry), Food Industries (fresh 
products, agricultural industrialization), Healthcare (medical counseling, 
specialized surgeries, hospitalization, healthcare…)66




