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Aim: This research aims to analyze the different market challenges faced by multinational 

corporations when operating in frontier markets, taking the Lebanese market as the case 

example. 

 

Methodology: The adopted methodology is based on a perspective multi-case study carried 

out through a qualitative conduct with several multinational corporations operating in frontier 

markets and Lebanon in specific. Accordingly, the data collection is based on semi-structured 

face-to-face, telephone and email interviews with different personnel in allocated companies 

based on their observations and experiences regarding business operations and market 

conditions in the country. Subsequently, the gathered primary data is analyzed, discussed and 

compared with secondary data provided by academic journals, books and trustworthy 

databases. 

 

Findings: Against the background of growing international competition companies 

increasingly follow internationalization strategies and expand their operations into new 

markets. Thereby, frontier markets, a subcategory of emerging markets, gain in importance. 

Simultaneously, new opportunities often go hand in hand with various risks and challenges. In 

this study four different categories of market challenges were applied and investigated: (1) 

Political Instability; (2) Economic & Financial Constraints; (3) Corruption & Nepotism; and 

(4) Cultural Differences. The interviews conducted with several MNCs operating in Lebanon 

devoted that only the country’s Political Instability affected the case companies’ business 
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operations. Economic & Financial Constraints played a tangential role. Whereas, Corruption 

& Nepotism and Cultural Differences did not affect the enterprises’ operations at all. Hence, 

the primary data gathered revealed partially contradictory results in comparison to the 

findings obtained from the literature review. 

 

Contribution: This study addresses various market challenges occurring in frontier markets, 

a comparably new and uncharted subcategory of emerging markets. Particularly, the market 

challenges in the case country Lebanon are unexplored yet. Thus, the study contributes novel 

results and aims to close a research gap. 

 

Limitations: The findings presented cannot be generalized, neither to other ME countries nor 

to frontier markets in general. The scope of this study is limited to one specific market, 

providing companies’ perceptions about various market challenges when operating in 

Lebanon. In addition, due to the applied qualitative approach and the authors’ geographical 

distance to the researched market, the sample size is relatively small limiting the 

generalization of the study outcomes. 

 

Suggestions for Future Research: Due to the recently introduced terminology and 

categorization, research about frontier markets is limited yet. So far, the ME region in general 

and the case country Lebanon were not in the researchers’ focus regarding market challenges. 

This study provides initial points of reference about market challenges MNCs face in 

Lebanon. Further research with a greater variety of investigated enterprises and industries 

would be conceivable. Moreover, a research focus on SMEs operating in the country might 

reveal different findings. 

 

Keywords: Market Challenges, Emerging Markets, Frontier Markets, Middle East, Lebanon, 

Multinational Corporations 
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1  Introduction 

This chapter offers a general understanding of the study’s main research issue: market 

challenges in frontier markets with the Lebanese market as the case example. First, the 

background of the study is elucidated, followed by the explanation of the research scope and 

the purpose of the study. Finally, the research question is defined and the disposition of the 

study is outlined. 

 

1.1 Background 

International competition ranks high on the list of issues confronting firms today (Porter, 

1986). This signifies the vitality of late twentieth century firms’ determination to expand their 

operations into new markets overseas. Since the markets of developed countries are becoming 

progressively more saturated (London & Hart, 2004), multinational corporations (MNCs) are 

increasingly seeking for investment occasions in emerging and frontier markets (Speidell, 

2009). Rising global pressure for competitiveness (Luo & Tung, 2007) forces corporations all 

over the world to become globalized and adopt expansionary strategies (Pardhan, 2007). 

When expanding abroad, firms have the option of pursuing opportunities in new markets or of 

deepening their commitment by repeatedly investing in the same foreign market (Hernandez 

& Tuschke, 2014). Moreover, it is argued that competitive factors have different effects on a 

firm’s decision to explore new markets or to increase its investment in markets it has already 

entered (Hernandez & Tuschke, 2014). As a result, global competition is driving firms into 

seeking international alliances for far deeper strategic outcomes (Rendeiro, 2012). 

Furthermore, global operations offer firms new and profitable markets, an increasing level of 

competitiveness and access to new product ideas, latest technology and innovations 

(Hollensen, 2007).  

 

Firms seeking to execute businesses in foreign markets face various risks and challenges. The 

Organization for Economic Co-operation and Development (OECD, 2007) emphasizes high 

costs and risks associated with internationalization and doing business abroad. Meyer, 

Mudambi & Narula (2011) point out that MNCs face growing challenges in managing the 

complexity of foreign market entry. Corporations should adequately identify both the 

differences and similarities of their host countries (Meyer et al., 2011). Kotler (2000) denotes 

unstable governments, shifting borders, foreign exchange problems and corruption as 

potential risks in foreign markets. Therefore, scholars such as Vrontis & Pavlou (2008) and 
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Mooi & Sarstedt (2011) recommend enterprises to conduct market research on host markets 

prior to penetration. Thus, insights into several factors of these markets can be gathered along 

with evaluating the opportunities and threats involved. 

 

The key drivers behind investing abroad and particularly in emerging respectively frontier 

markets are diverse. Investments outside of developed countries allow investors to diversify 

risks and opportunities of their portfolios, since frontier markets have a low interrelationship 

with developed markets (e.g. Harvey, 1995; Marshall, Nguyen & Visaltanachoti, 2012). 

Diversification benefits generated by investing in frontier markets are researched in studies by 

Girard & Sihna (2008), Quisenberry & Griffith (2010), Nikkinen, Piljak & Rothovius (2011), 

Berger, Pukthuanthong & Yang (2011; 2013), De Groot, Pang & Swinkels (2012) and 

Sukumaran, Gupta & Jithendranathan (2015). In addition, strong returns to investors and 

outstanding growth prospects are expected in the long run (Gomes & Chaibi, 2014). Against 

the background of the positive development of the emerging markets in the last decades 

(Graham & Emid, 2013), Gomes & Chaibi (2014) perceive chances for future investments 

especially in frontier markets. These most widely neglected economies are mirroring the 

development path of the established emerging markets (Graham & Emid, 2013), allowing 

investors to further diversify their portfolios and to receive higher returns (Marshall et al., 

2012).  

 

In comparison with emerging and developed markets, frontier markets pledge unexploited 

investment opportunities to investors given their less developed economies, their lack of 

liquidity and their smaller sizes (Gomes & Chaibi, 2014). Their economies are at a stage 

similar to those of the emerging markets 10 to 15 years ago, with a high probability of 

following the same economic prosperity (Graham & Emid, 2013). 

 

Frontier markets offer a bright opportunity for investors willing to move beyond conventional 

universes (Speidell & Krohne, 2007). Speidell (2009) indicates frontier markets as rising star 

for global investors. Nowadays, investors have broadened their horizon beyond investing in 

emerging markets and focus more on frontier markets (Speidell, 2009), not represented in the 

‘popular’ emerging markets indexes. Moreover, Berger et al. (2011) point out that even 

though frontier markets are considered to be relatively small and less accessible than countries 

in the developing world, they are more investible and promising for long-term business 

opportunities. Despite the bright investment opportunities frontier markets pledge, there are 
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also various challenges which go hand in hand with potential investments in these markets 

(Kouznetsov, 2009). Cavusgil, Gary & John (2008) discuss the presence of challenges in 

foreign markets in general and mention that their effects vary depending on the market 

structure. Kotler (2000) also argues in a similar ways and states that multinational firms face 

several challenges when entering new markets. According to Kotler (2000), these challenges 

are mainly political instability, corruption, trade barriers, and others. Moreover, Quer, Claver 

& Rienda (2012) add cultural barriers potential to operate in foreign markets. 

 

1.2 Research Purpose and Questions 

The purpose of this study is to investigate and understand the major challenges MNCs 

experience in frontier markets, concentrating on Lebanon as the case example. After 

conducting a proper literature review and revising the major theories that discuss the market 

challenges in frontier markets, this study focuses on relating these challenges to the Lebanese 

market. The researched corporations are MNCs from different industries and countries of 

origin that have operations in the country. Moreover, little or no research has been done with 

regards on how MNCs could manage these challenges in frontier markets. Therefore, this 

study intends to fill this gap by conducting a qualitative study investigating major challenges 

MNCs face in frontier markets. In concrete, two research questions are addressed: 

 

1. What are the main market challenges MNCs operating in Frontier Markets face?  

2. To what extent are the market challenges faced in Frontier Markets manageable? 

 

Thereby, the study’s focus is limited to the ME region and concentrates on the Lebanese 

market in specific. Since the scope of this study is rigorously narrowed the following results 

cannot be generalized, neither for non-ME countries nor for frontier markets in general. 

 

1.3 Disposition 

This research is presented according to the following structure. Chapter one introduces the 

study’s aim, along with the motivation on why this topic in specific has been chosen for 

investigating. Furthermore, the two research questions are formulated. Chapter two presents 

the theoretical framework of the study, discussing the various academic literature, theories 

and reviews based on previous studies. The chapter sheds light on the significance of frontier 

markets as an investment platform for foreign market players and also focuses on explaining 

why Lebanon has been chosen as a country case study. Chapter two ends with a conceptual 
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framework acting as a guide for this study when conducting the analysis part. Chapter three 

deals with the methodology, which discusses research design, strategy and data collection. 

Chapter four takes up the empirical findings which describe the data collected from 

interviewees and presents the results for further analysis. In chapter five, data is analyzed in 

relation to previous research done in this area. Finally chapter six presents the conclusion, 

implications, limitations, and suggestions for future research of the study. 
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2 Theoretical Background 

This chapter contains the literature review covering the different phenomena that deal with 

the topic of study this research wishes to investigate in. Subsequently, a country risk 

assessment about the case market of this study, Lebanon, is conducted. With the aid of 

academic literature, facts and data, the Lebanese market is investigated about its political 

instability; economic and financial constraints; corruption and nepotism; and cultural 

differences. Finally, all these theoretical information are unified into a conceptual framework 

illustrating the structure of this qualitative study. 

 

2.1 Literature Review 

Globally, investors are increasingly looking for new investment opportunities (Gompers, 

1998). Often, emerging markets are in the eye focus of investors because they pledge great 

investment opportunities (Speidell, 2009) but likewise bear various risks (Erb, Harvey & 

Viskanta, 1996; Berger et al., 2011). It is estimated that by 2035, the gross domestic product 

of emerging markets will permanently surpass that of all advanced markets (Wilson & 

Purushothaman, 2003). In the recent years, investors’ attention is increasingly shifting from 

the ‘common’ emerging markets such as the BRIC countries (Brazil, Russia, India and China) 

to other developing markets (Graham & Emid, 2013). Within the ‘emerging markets’ a new 

subcategory of ‘frontier markets’ is classified (Pop, Bozdog & Calugaru, 2013), comprising 

countries that are widely neglected so far, mainly because of a lack of liquidity and smaller 

economies (Berger et al., 2011). Graham & Emid (2013) perceive frontier markets on the 

same successful development path like emerging markets. 

 

The terminology of ‘frontier markets’ is comparatively new and was introduced by Farida 

Khambata, the head of emerging market databases at International Finance Corporation (IFC) 

(Pop et al., 2013). Quisenberry (2010) denotes frontier markets as “emerging emerging 

markets”. This subcategory of emerging markets was created in order to classify a novel asset 

class of new and promising investment opportunities (Pop et al., 2013). Frontier markets bear 

the same or even more chances and risks due to less developed economies (Berger et al., 

2011). Since these ‘newly classified’ economies are a subsection of emerging markets, 

theoretical fundamentals and research already done in this field is applicable. 

 

Countries all over the world vie with each other for attracting foreign investments (Wint & 

Williams, 2002). States which increasingly draw international investors’ attention are the 
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Middle Eastern frontier markets (Mellahi, Demirbag & Riddle, 2011). Although, the region is 

characterized by political turmoil and instability, more and more enterprises from Western 

countries are entering the region (UNCTAD, 2014). Mellahi, Guermat, Frynas & Al-

Bortamani (2003) even describe the few alternatives for the Middle Eastern frontier markets 

identifying the actual need to attract international corporations. On one hand, the difficult 

circumstances pledge yet untapped business opportunities (Mellahi et al., 2011). On the other 

hand, investments in this region bear risks and challenges to enterprises, for instance, 

corruption or political uncertainty (Chau, Deesomsak & Wang, 2014). The understanding and 

handling of these challenges determine about the success of an enterprise when crossing the 

national country’s border and internationalize (Gjellerup, 2000). 

 

2.1.1 Internationalization 

The phenomenon of “internationalization” has been researched thoroughly from various 

viewpoints over the last decades, with categories such as organizational theory, marketing, 

strategic management and international business (Ruzzier, Hisrich & Antoncic, 2006). 

Thereby, both MNCs and SMEs activities, regarding international decision-making processes 

as well as factors favoring or disfavoring internationalization, have been investigated (Ruzzier 

et al., 2006). When examining the process by which companies internationalize, Andersen 

(1993) and Barkema, Bell & Pennings (1996) state two approaches: the group of Innovation-

Related Internationalization Models and the Uppsala Internationalization Model. The term 

“internationalization” is commonly used to outline a company’s outward movements of 

operations (Turnbull, 1987). Welch & Luostarinen (1988) describe a process of growing 

involvement in international operations. Both definitions have in common that 

internationalization defines a process of increased foreign markets commitment (Calof & 

Beamish, 1995). Global economic internationalization progresses accelerated after the 

termination of World War II and reached its summit in the early 1970s (Ruzzier et al., 2006). 

Since then, globalization as the qualitative extension of internationalization started to govern 

the international economic landscape (Gjellerup, 2000). 

 

Across the academic literature (e.g. Gjellerup, 2000; Acs, Morck & Yeung, 2001; Ruzzier et 

al., 2006), mainly three forces are motivating globalization activities of enterprises: First, the 

great improvements and the drop of prices of information processing and communication 

technology have enabled to minimize the connection gap between people in various locations. 

This technological progress has created a superior awareness of global economic 
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opportunities (Ruzzier et al., 2006) and permits companies to divide production processes 

(Acs et al., 2001). Second, the depletion of trade barriers and financial deregulation (Ruzzier 

et al., 2006). Third, global restructurings and liberalization processes, such as the fall of 

socialism in Russia and Central/Eastern Europe plus market liberalizations in Asia (Acs et al., 

2001). 

 

2.1.2 Potential Benefits of Companies’ Internationalization Strategies 

Korhonen (1999) describes an enterprise’s participation in business as international when the 

company sells and buys its products and services abroad or it cooperates with foreign firms. 

Thus, international operations can be classified into “inward”, “outward” and “cooperative” 

(Korhonen, 1999). Ruzzier et al. (2006) conclude four potential benefits companies may drive 

to operate abroad, i.e. outward internationalization. First, it can increase the competitive 

advantage of a firm more than inward operations. Second, companies can benefit from 

product and process innovation, growing capacities, skill development and a largely amended 

business performance. Third, Outward operations can have positive effects on productivity, 

labor market employment, foreign exchange accumulation, industrial welfare and societal 

prosperity. Finally, internationalization strategies can become a key factor for the firms’ 

future growth, profitability or even survival (Ruzzier et al., 2006). 

 

2.1.3 Foreign Direct Investments 

When trying to allocate the most attracting regions and countries for international investors, 

foreign direct investments (FDIs) are a decent indicator. Butler (2012) defines FDIs as an 

approach to build productive capacity directly in a foreign country. Although FDIs are mainly 

evaluated likewise to domestic investments, they bear additional jeopardies such as currency, 

political and cultural risks and require a large resource commitment in time and capital 

(Butler, 2012). 

 

According to the World Investment Report 2014 of the United Nations Conference on Trade 

and Development (UNCTAD, 2014) the sum of global FDIs amounted to USD 1.45 trillion in 

2013. The UNCTAD (2014) predicts a worldwide boost of FDIs flows up to USD 1.6 trillion 

in 2014, USD 1.7 trillion in 2015 and USD 1.8 trillion in 2016. Thereby, the developing 

countries were able to expand their leading role and received USD 778 billion or 54 percent 

of the global FDIs (UNCTAD, 2014). 
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A region which is able to attract FDIs every year is the Middle East (Mellahi et al., 2011). 

Despite a stronger growth trend of FDI inflows into the area compared to other developing or 

emerging countries (Mellahi et al., 2011), the region is still underperforming in a global 

comparison (Apaydin, 2009). Mellahi et al. (2011) realize great market potential for 

international investors but also state that diverse barriers still exist in the majority of Middle 

Eastern countries. In 2007, the region obtained around 8 percent of the total world FDI 

inflows (Apaydin, 2009). One of the region’s countries’ that traditionally remains open to 

trade and FDIs is Lebanon (Santander Trade, 2015). In the last nine years, the Lebanese 

government has issued a variety of laws and has signed bilateral agreements with about 50 

countries in order to enable and protect FDIs (Santander Trade, 2015). According to the 

World Investment Report (2014), the country is the fourth largest addressee of FDIs in West 

Asia (UNCTAD, 2014).  

 

Figure 1. FDI Inflows to Lebanon in USD billion (2006-2013). 

 

Source: Adapted from IDAL (2015). Own construction. 

 

2.2 What are Frontier Markets? 

The word coining of ‘emerging markets’ and ‘frontier markets’ originate from the financial 

industry which was creating new categories of investment products (Samarakoon, 2011). The 

terminology “emerging markets“ was initially introduced by Antoine van Agtmael, an 

financial economist at the World Bank’s equity arm International Finance Corporation (IFC), 

in the early 1980s. This terminology replaced the previously used denomination “less-

developed countries”, describing countries with low to middle income per capita (Graham & 
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Emid, 2013). Another approach to classify emerging markets is to include those countries that 

are not part of the “Organization for Economic Co-operation and Development” (OECD), 

which counts 34 developed countries (Graham & Emid, 2013). Anyhow, the second approach 

is probably less eligible since the set of emerging markets varies and sometimes includes 

economies of OECD member states such as Turkey, South Korea or Mexico (Graham & 

Emid, 2013).  

 

Standard & Poor’s (2015) classify frontier markets as a subset of emerging markets, with a 

lower market capitalization and liquidity, and/or additional investment restrictions compared 

to the established emerging markets (Samarakoon, 2011). Butler (2012) states that frontier 

markets represent 12.2% of world’s population with combined GDP of $2.955 billion. 

Against the background of all these traits, Graham & Emid (2013) consider such markets as 

“unsuitable” to be counted as a part of the larger emerging markets. 

 

Cordiant (2011) mentions that frontier markets represented 17 out of the 20 fastest growing 

economies in terms of average annual GDP growth from 2000 to 2009. Several frontier 

countries were able to achieve tremendously higher GDP growth in 2011 than China or India. 

 

Initiating from the above theories and literature, a schema of the most major and common 

characteristics that apply to countries classified as frontier markets can be denoted as follows: 

 

Table 1. Characteristics of Frontier Markets. 

Author Characteristics 

Samarakoon (2011) Low market liquidity 

Schroder Fund Advisors (2012) Economic growth in frontier markets is hindered 

by growth population, natural resources, average 

real GDP growth, infrastructure investment and 

domestic consumer spending 

Diamonte, Liew & Stevens (1996) Political risks available in some of the frontier 

markets due to dictatorships of the countries’ 

regimes 

Graham & Emid (2013) Low to middle income countries 

Wilcox (1992) Countries with high risks as opposed to stock 

selection risks 

Source: Own construction. 
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2.2.1 Frontier Markets Indices 

According to Cordiant (2011), frontier markets are markets with index components open to 

foreign functional stock exchanges but lack to meet the minimal volume and liquidity for 

being included in emerging markets composite. 

 

There are some major and credible frontier markets indices that explain the investments 

opportunities in these markets. These markets are classified according to income, GDP, 

population and other factors. For the purpose of this study, two major indices have been taken 

into consideration: Standard & Poor’s (S&P) and Morgan Stanley Composition Index 

(MSCI). These indexes aim to measure the performance of the frontier market, where each 

index is based and built on a certain methodology.  

 

2.2.2 Classification of Frontier Markets 

No unified consensus on the definition of frontier markets has been set. Rather, several 

indices have been delivering their perspectives on classifying frontier markets, each according 

to a separate measurement. Standard & Poor’s were one of the first agencies that established a 

frontier index in 2007 and called it the ‘Select Frontier Index’ (Standard & Poor’s, 2015). 

However, in recent years, agencies such as MSCI, FTSE and Russell Investments have also 

worked on establishing their own frontier market indices. These indices varied in terms of 

counting frontier countries. As an example, MSCI’s Frontier Markets Index includes 25 

countries (MSCI, 2015), FTSE’s index includes 26 (FTSE, 2013) and Russell Investments’ 

index constitutes of 39 countries (Russell Investments, 2013). Table 2 demonstrates each of 

the agencies’ criteria in classifying countries as frontier markets. 
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Table 2. Country Classification Criteria. 

Agency FTSE S&P MSCI Russell Invest. 

 

 

Criteria 

Market and 

regulatory 

environment 

Political stability Size and liquidity Market capitalization 

Derivatives Trading and settlement 

processes and rights 

Economic 

development 

Risk 

Dealing landscape Macroeconomic 

circumstances 

Market 

accessibility 

Liquidity 

prerequisites 

Custody and 

settlement 

Legal property rights   

Source: Adapted from Kazantseva (2013, p.24). 

 

The most commonly used in the Table 3 are FTSE (2013) and S&P (2015) where these 

indexes present several criteria for frontier market classification, such as custody and 

settlement, macroeconomic circumstances, political stability and more. The risk factor is also 

present since as mentioned earlier that frontier markets are markets with high risk factors for 

investors and is denoted by Russell Investments (2013).  

 

This research aims on portraying the challenges that multinational corporations face in 

frontier markets and specifically those of them operating in Lebanon. Therefore and as seen 

from table 3, Lebanon is classified as a frontier market by both FTSE and MSCI. 

 

Table 3. Frontier Markets based on FTSE and MSCI indices. 

Europe Middle East Asia Africa Latin America 

Bulgaria Bahrain Bangladesh Botswana Argentina 

Croatia Jordan Pakistan Ghana Trinidad &Tobago 

Cyprus Kuwait Sri Lanka Ivory Coast  

Estonia Lebanon Vietnam Kenya 

Kazakhstan Oman  Mauritius 

Lithuania Qatar Nigeria 

Macedonia Saudi Arabia Tunisia 

Malta UAE Zimbabwe 

Romania   
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Serbia 

Slovakia 

Slovenia 

Ukraine 

Source: FTSE (2013); MSCI (2015). Own construction. 

 

2.2.3 Potential Risks in Frontier Markets 

Upon entering frontier markets, investors face several challenges and risks that shape the 

characteristics of these markets. Speidell & Krohne (2007) mention that access to frontier 

markets can be difficult and liquidity can be low. Also, Milojević & Terzić (2014) point out 

that the main problem of market liquidity in frontier markets are: “smaller number of stocks 

with significant market capitalization, small numbers of outstanding shares, infrequent and 

irregular trading, etc.” 

 

For this reason, Minović (2012) concludes that frontier markets suffer from the increased 

level of market risk. Benić & Franić (2008) on the other hand denote that frontier markets are 

characterized by a relatively large number of illiquid stocks, which might scare out investors 

due to the high potential risks (Zhang, 2010). Against these arguments, Northern Trust 

Corporation (2009) and Ernst & Young (2015) provide investors with insight on the potential 

risks they might encounter while penetrating frontier markets. These risks are demonstrated in 

the following chart. 
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Table 4. Risks in Frontier Markets. 

 

Operational 

Risks 

 

Regulatory 

& Market 

Risks 

 

Currency 

Risks 

 

Governance 

Risk 

 

Geo-political 

Risks 

 

Transactional 

Risks 

 

Sector & 

Sovereign 

Risk 

Settlement 

issues 

Market 

entry 

Volatile 

domestic 

currencies 

Variations 

in corporate 

governance 

and 

financial 

reporting 

standards 

Geo-political 

conditions 

affecting 

market 

accessibility 

Higher commission 

and taxes 

Domination 

of fewer 

sectors, 

leading to 

increased 

exposure to 

sovereign 

risk 

Failed trades Exit barriers   Geo-political 

conditions 

affecting 

operational 

risks 

Wider bid/ask 

spreads 

 

 Currency 

restrictions 

  Geo-political 

conditions 

affecting 

regulatory risks 

Lower liquidity  

Source: Adapted from Kazantseva (2013, p.28). 

 

2.3 Challenges in Frontier Markets 

Frontier markets are considered to be a subcategory of emerging markets with lower market 

capitalization and liquidity, in parallel to investment restrictions (Samarakoon, 2011; Graham 

& Emid, 2013). Therefore, it is valid to generalize that challenges facing multinational 

corporations and investors present in emerging markets are also present in frontier markets. 

To a certain level, emerging markets are becoming a global player in today’s rapidly growing 

world (Samarakoon, 2011). As a result of this growth, the level of interest amongst scholars 

and researchers to study the opportunities and challenges of these markets has been 

significantly ascending. Generally, the uncertainties that affiliate investors and global firms 

towards these markets arise at times of unfamiliarity of the host country’s environment and 

market structure; thus causing them to be skeptical to invest in these markets (Park & Flores, 

2000). 

 

Evidence on such has been proofed before by Nakata & Sivakumar (1997); Luo (2002) and 

Kuo & Li (2003). These mentioned scholars state that political instability, corruption, cultural 



14 
 

factors etc. are the main sources of discouragement for investors willing to invest in emerging 

markets. 

 

According to Kavoossi (2000), the ME region in general has witnessed high international 

business activities, in the last two decades prior to the start of the new millennium. ME 

countries were successful in attracting foreign investors with the necessary elements in place 

as an attempt to develop and become an industrial region, much similar to other developing 

regions in the world (Kavoossi, 2000). Middle Eastern countries have constantly paused 

behind when it comes to internationalization, FDIs, competitiveness, market growth and 

integration into international markets (World Bank, 2003). 

 

As such, the majority of Middle Eastern countries has been and still is pursuing strategies to 

diversify and nourish their economies along with encouraging MNCs investment (Pack & 

Noland, 2004). Lebanon, being part of the Middle East is also concerned with these ongoing 

events. The country, which suffered from a drastic civil war between 1975 and 1990 was able 

through its governmental structural reform plan to deploy serious efforts to modernize the 

investment framework and offer the most suitable climate to foreigners and nationals desiring 

to invest in the country (Atrissi, 2004). 

 

2.3.1 Country Risk Assessment: Lebanon 

Butler (2012) explains that country risk indicates the risk of investing in a single country. 

That is due to the fact that most MNCs take into account the following criteria prior to market 

penetration: political risk, economic performance, financial risks, overall credit risk, country 

risk, blocked funds possibility, etc. (Butler, 2012). Moreover, the MNC can face country risk 

from a sudden unanticipated change in the host country’s business environment, thus leading 

to potential operational losses and declining the value of the firm (Butler, 2012). 

 

Coface (2015) classifies Lebanon as a negative watch list country with a ‘C’ mark (below 

investment grade risks) according to its Country Risk Assessment criteria. The reasons behind 

this are various, but most importantly due to political, demographical and economic factors 

(Coface, 2015). In the periods extending from the 1950s till 1970s, Beirut had emerged as the 

prominent, if not the exclusive, financial and capital market in the Middle East (El-Erian, 

1995). This has been a result of several factors that helped in shaping Lebanon as a regional 

market hub. Factors such as the openness of the Lebanese economy to trade in goods and 
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services, the absence of control on capital flows, the unconditionally convertible currency, a 

liberal laissez-faire approach to economic policy and a favorable regulatory environment 

related to banking secrecy (El-Erian, 1995). This boom didn’t last long till the twenty-first 

century. 

 

According to Coface (2015), the Lebanese growth has been on a plus-minus rate since 2011 

when the growth scaled 1.2% and dropped to 1% in 2013. Also, Lebanon’s yearly inflation 

rate is increasing from 4.6% in 2011 to expected 6.7% in 2014. Despite all of this, Lebanon 

managed to proclaim financial support from the international community through support 

programs, such as Paris I, II and III conferences (Lebanese Republic, 2007). Not to forget that 

the resilient Lebanese banking system has been a key player in stabilizing Lebanon’s 

economic role in the region and helping the local economy stand in face of the financial crises 

that hit in late 2008 (Coface, 2015). On the other hand, it is important to recognize that 

Lebanon’s geographic location on the eastern side of the Mediterranean and to politically 

disturb neighboring countries such as Syria and Israel has exposed the country to severe 

political detachments, especially the ongoing civil war in Syria which started in spring 2011 

with all its devastating spillovers on the Lebanese national economy. 

 

2.3.2 Political Instability 

MNCs willing to expand businesses abroad are exposed with political risk in its many forms 

according to Hood & Nawaz (2004). However, there is no universally accepted definition of 

political risk (Kobrin, 1979). Regardless of this, MNCs still consider the sociopolitical 

stability of the host country they are entering as one of the most important considerations in 

allocating funds to foreign projects (Fatehi-Sedeh & Safizadeh, 1989). Symptoms of political 

instability such as riots, demonstrations, strikes, assassinations, etc. might be the main 

concern for MNCs when thinking of the political instability factors in a host country (Fatehi-

Sedeh & Safizadeh, 1989). 

 

A.M. Best Country Risk Report (2014) labels Lebanon as a country with high political risk 

due to several influential factors. The aftermath of the Syrian civil war that erupted in 2011 

has been tremendously costly on Lebanon, mainly caused by the inflow of Syrian refugees 

across the borders, summing up to almost one-third of Lebanon’s inhabitants (UNHCR, 

2015). In addition to that, Lebanon’s performance against world’s average performance 

concerning political risk is also noteworthy to mention. The A.M. Best Country Risk Report 
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(2014) lists nine political risk indicators that a country should be measured against to test its 

overall performance and world ranking. The data presented in Table 5 compares the results of 

Lebanon with the world’s average (1 being best – 5 being worst). 

 

Table 5. Political Risk Summary of Lebanon. 

Political Risk Summary Lebanon World Average 
Legal System 4.0 2.9 

Regional Stability 4.8 3.0 

Social Stability 3.0 2.8 

Government Stability 4.5 2.8 

Labor Flexibility 3.3 2.8 

Business Environment 3.7 2.6 

Fiscal Policy 2.4 2.5 

Monetary Policy 1.8 2.0 

International Transactions Policy 2.1 3.5 

Source: A.M. Best Country Risk Report (2014). Own construction. 

 

The Lebanese Republic (2007) denotes that recent political struggle prevented full execution 

of the structural mechanisms of the reinforcement program suggested by Paris II Conference 

that was meant to develop an economic reformation program for the support of Lebanon in 

2002. Also, 2004 was a turning point in Lebanon’s political scene where as of October 2004, 

several political events started taking place and thus decreasing investors’ willingness to 

invest in the country (Lebanese Republic, 2007). Furthermore, Lebanon’s political tensions in 

the past decade has prevented the country from achieving full performance capacity and as a 

result turned Lebanon’s macroeconomic situation into a multifaceted one with severe 

structural rigidities (Lebanese Republic, 2007). 

 

Furthermore, a host of factors have played a role in the low level of utilization of foreign 

loans in recent years denotes the Lebanese Republic (2007). The report states that enactment 

complications and fiscal limitations in Lebanon were deteriorated by the unsettled political 

atmosphere, and thus in return raising the country’s political risk into high levels. Lastly 

concerning Lebanon’s high political risk, Coface (2015) points out that Lebanon’s GDP 

growth will remain weak throughout 2014, due to the adverse influence of internal political 

uncertainty on private consumption and investment, but also because of the civil war in Syria. 

 

2.3.3 Economic and Financial Constraints 

Financial constraints in emerging markets could directly lead to a discouragement among 

foreign investors (Kahn, 2005). Also, Dabla-Norris & Inchauste (2007) state that high 
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taxation along with a weak taxation policy can have an undesirable impact on firms. Not far 

away from the political uncertainties, Lebanon’s financial risk has also been classified as very 

high, according to the A.M. Best Country Risk Report (2014). In a credit analysis report on 

Lebanon, Moody’s (2013) ranked Lebanon’s government financial strength as low relative to 

other countries in the region, accumulating a very high debt burden and large fiscal deficits 

with a favorable creditor base that poses limited rollover risk. Despite an improvement in 

2007-2011, the Lebanese fiscal trajectory reversed in 2012, with fiscal deficit climbing to 

9.5% from 6.1% of GDP in 2011 (Moody’s, 2013). 

 

Nevertheless, economic and financial risks in Lebanon are a derivative of the political 

jeopardies that are opposing the country. The country’s real growth rate and the level of 

deposit dollarization have tended to react rapidly to major political events according to 

Moody’s (2013). The report explains the susceptibility of foreign reserves in Lebanon and 

how they are quickly impulsive to political shocks; thus, increasing the country’s financial 

risk as a result of the unsteady pace of foreign deposits and investments (Moody’s, 2013). 

But, Lebanon’s large financial sector has remained relatively sequestered according to 

Moody’s (2013), with a steady increase in deposits of around 6.8% year on year as of March 

2013. Plus, the share of foreign-currency private sector deposits, acting as a good indicator of 

risk aversion in the economy, has stabilized at around 60% (Moody’s, 2013). The report also 

mentions that the risk of a direct and sudden threat to the debt repayment is also very high, 

based on the country’s high financial and economic risks. 

 

Xu, Evans, Kawabata, Zeramdini, Klavus & Murray (2003) classify Lebanon as a country 

with high rates of catastrophic household spending with around 5-17% of its total households. 

This high percentage would imperil Lebanon to financial risks as a result of the high interest 

rates on loans facing these households in parallel to a potential currency risk (Xu et al., 2003). 

On the other hand, Coface (2015) debates on how Lebanon’s banks remained well capitalized, 

liquid and profitable, with non-performing loans under control. Nonetheless, Lebanese banks 

still prefer to finance a weighty portion of the needs of the state rather than lend to the private 

sector; thus, they remain overexposed to sovereign and financial risks, in parallel with being 

vulnerable due to the high deposit dollarization, exposure to the property market and regional 

instability (Coface, 2015). 
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2.3.4 Corruption and Nepotism 

In general, corruption and nepotism are major threats to a country’s economic growth since 

they reduce efficiency in the public as well as in the private sector (Farida & Ahmadi-

Esfahani, 2008). Farida & Ahmadi-Esfahani (2008) denote corruption as a complex 

phenomenon resulting from inherent problems of distortion, institutional incentives and 

governance. Whereby, the definition varies among societies and cultures (Farida & Ahmadi-

Esfahani, 2008). A region which is highly affected by corruption and nepotism is the Middle 

East (Farida & Ahmadi-Esfahani, 2008). The widespread opinion about the Middle Eastern 

frontier markets are affiliated to poverty, illiteracy, authoritarian regimes and a high level of 

corruption (Zahra, 2011). Zahra (2011) evaluates data provided by Transparency International 

in 2011 and concludes that in the region only Qatar perceives a low level of corruption. 

Whereas, the regimes in Iraq, Kuwait, Syria and Lebanon appear to be most corrupt in the 

Middle East (Zahra, 2011). 

 

When investigating Lebanon in specific, Wickberg (2012) denotes corruption as widespread 

and permeating all level of society. Political parties, the public administration, the country’s 

parliament and the police are alleged as the most corrupt institutions in Lebanon (Wickberg, 

2012). The Bertelsmann Foundation (2014) labels all levels of public administration to be 

infiltrated by ‘clientelist networks’ influencing the Lebanese political system. 

 

Table 6. Transparency International - Corruption Perceptions Index 2014. 

Rank Country 2014 SCORE 2013 SCORE 2012 SCORE 

1 Denmark 92 91 90 

4 Sweden 87 89 88 

25 United Arab Emirates 70 69 68 

26 Qatar 69 68 68 

55 Bahrain 49 48 51 

55 Jordan 49 45 48 

55 Saudi Arabia 49 46 44 

64 Oman 45 47 47 

67 Kuwait 44 43 44 

136 Lebanon 27 28 30 

159 Syria 20 17 26 

166 Libya 18 15 21 

Source: Transparency International (2014). Own construction. 

 

When comparing Lebanon with other countries with the help of internationally recognized 

indices such as the Transparency International Corruption Perceptions Index, the state ranks 

as the 136th most corrupt country in the world, out of 186 countries assessed in 2014 
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(Transparency International, 2014). It is also evident that the country’s score decreased in the 

recent years from 30 in 2012 to 27 in 2014; on a scale from 0 (highly corrupt) to 100 (very 

clean). Even in the Middle Eastern frontier markets (bold-faced) only Syria and Iraq rank 

worse (Transparency International, 2014), constituting Lebanon as one of the region’s and 

world’s most corrupt states. Data for Palestine are not available in the database (Transparency 

International, 2014). 

 

Table 7. World Bank Enterprise Survey – Corruption Indicator 2013. 

Indicator 

 

Lebanon 

 

Middle East 

& North 

Africa 

All 

Countries 

Bribery incidence (percent of firms experiencing at least 

one bribe payment request) 19.2 25.2 17.6 

Percent of firms expected to give gifts in meetings with 

tax officials 14.6 21.2 12.7 

Percent of firms expected to give gifts to secure 

government contract 30.2 42.9 26.5 

Source: World Bank Enterprise Survey (2013). Own construction. 

 

The World Bank’s Enterprise Survey (2013) underscores the highly corrupt business 

environment in Lebanon. According to the data of 561 researched enterprises operating in the 

country, 19.2 percent experience at least one bribe payment request (‘bribery incidence’). 14.6 

percent of the enterprises expect to give gifts in meetings with tax officials and 30.2 percent 

supposed to pay a bribe in order to secure government contracts (World Bank Enterprise 

Survey, 2013). 

 

Consistent to the results of the Transparency International Corruption Perceptions Index and 

the World Bank’s Enterprise Survey, also the Lebanese population perceives corruption and 

nepotism as a serious problem of the country (Transparency International, 2013). The 

Transparency International Global Corruption Barometer of 2013 reveals that 85 percent of 

the country’s citizen noticed a higher level of corruption; 61 percent state that the level has 

increased a lot over the past two years (Transparency International, 2013). In general, the 

population is distrustful about the government’s ability to fight against corruption and 

nepotism (Transparency International, 2013), since political corruption is a principal problem 

in Lebanon (Wickberg, 2012). Political parties and the parliament are amongst the top three of 

the most corrupt institutions in Lebanon with predominant issues in party financing and poor 

legislative liability (Wickberg, 2012). The Bertelsmann Foundation (2014) pillories the 

inefficiency of the Lebanese administration due to corruption and a lack of resources. 
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As a general rule, corruption and nepotism are a main issue in Middle Eastern frontier 

markets (Farida & Ahmadi-Esfahani, 2008) and especially in Lebanon that ranks worse than 

most of its bordering states. Various indices of Transparency International and the World 

Bank reveal the country’s difficulties. Corruption is widespread and permeating all level of 

society (Wickberg, 2012). Lebanon has ratified the United Nations Convention against 

Corruption (UNCAC) but never implemented an appropriate anti-corruption strategy 

(Bertelsmann Foundation, 2014). The country lacks any legislation that provides access to 

undistorted information (Bertelsmann Foundation, 2014). The government’s insufficient fight 

against corruption and nepotism (Transparency International, 2013) can be a reason for the 

dramatic number of 97.7 percent of companies that have paid or were expected to pay a bribe 

in order to perceive a government contract, according to a World Bank / IFC Enterprise 

Survey (Wickberg, 2012). 

 

2.3.5 Cultural Differences 

By definition, the multinational corporations researched in this study operate cross the home 

country’s borders (Nolan & Zhang, 2003) and thus, are involved in international operations 

(Welch & Luostarinen, 1988). Especially these international businesses are a subject to 

potential cultural differences because they often show great workforce diversity (Daniels, 

Radebaugh & Sullivan, 2013). Those corporations bring together people from diverse 

backgrounds based on nationality, ethnicity, religion, gender, work organization, profession, 

age, political party membership and income levels (Daniels et al., 2013). Hofstede (1991) 

ascertains cultural dimensions on the basis of cultural differences and deems cultural 

understanding as crucial in order to operate globally.  

 

Among others, companies internationalize in order to acquire cultural diversity and create 

value for their organizations (Daniels et al., 2013). Most of the cultural variables such as daily 

routines, codes of social relations, language and emotional expression are universal (Daniels 

et al., 2013). Also Czinkota & Ronkainen (2007) ascertain worldwide homogenization 

processes. However, among or even within cultures these variables vary (Daniels et al., 2013) 

and require sensitivity and adjustment (LaBahn & Harich, 1997; Altinay, Brookes, 

Madanoglu & Aktas, 2014) from enterprises doing business abroad. Such cultural awareness 

is crucial for companies in order to operate efficiently (Daniels et al., 2013). 
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Additionally, trust is another important criterion that has to be forged in social exchange 

processes over time (Hakansson & Snehota, 2000). Trust can be discussed at distinct levels, 

i.e. among individuals, corporations or countries (Fregidou-Malama & Hyder, 2015). From a 

company’s perspective, trust is important to successfully establish a long-term business 

relationship (Ford, 2004; Madhok, 2006). In general, Fregidou-Malama & Hyder (2015) point 

out that doing business abroad requires cultural understanding and methods to manage 

cultural differences for building trust and networks. 

 

When investigating cultural differences in the Middle East, the academic literature reveals a 

highly diverse region in terms of languages, ethnicities, religions plus political and economic 

systems (Budhwar & Mellahi 2007; Hutchings, Metcalfe & Cooper, 2010; Mellahi et al., 

2011), making generalizations burdensome (Afiouni, Karam & El-Hajj, 2013). Cultural 

factors in the region are researched in several studies (Aycan, Al-Hamadi, Davis & Budhwar, 

2007; Leat & El-Kot, 2007; Behery & Paton, 2008; Katou, Budhwar, Woldu & Al-Hamadi, 

2010). The information about cultural differences and diversity in the Middle East can be 

applied to Lebanon since it is a country with a longtime immigration history (Tabar, 2010) 

and a diverse society; which minimizes the cultural discrepancies between the people of the 

society  (Antonucci, Ajrouch & Abdulrahim, 2014). Also, the country is characterized by 

close family ties for well-being and resource sharing (Barakat, 1976; Khalaf, 2001; Joseph, 

2011). 

 

2.4 Conceptual Framework 

In the previous sections, the field of research was specified and elucidated with the help of 

appropriate academic literature and theories. The research questions and purpose were clearly 

stated according to the literature review that revealed and discussed various distinguished 

authors’ opinions and theories. Particular attention was paid to the classification and 

characterization of Middle Eastern frontier markets, to challenges and opportunities to expect 

when investing in the region as well as to internationalizations. 

 

Reichel & Ramey (1987) define a conceptual framework as a set of assumptions and 

principles in the related research field that hold together ideas embedded in a broad concept. 

Mainly, such a conceptual framework is based on preceding intense literature research. The 

authors of this paper have researched, discussed and used theories of renowned scientists. The 

developed conceptual framework guides the reader through the study and provides connection 
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between the research questions chosen, the purpose of the paper, the empirical data collected 

and concludes with an analysis, inference and suggestions for future research. 

 

The conceptual framework this study follows is based on an own structured model gathered 

from the various literature apprehending the topic of this study. Since the study deals with 

identifying the various market challenges that MNCs face in frontier markets, the 

understudied framework deals with allocating the different factors that would advocate these 

MNCs in identifying those challenges upon entering frontier markets and Lebanon in specific. 

The framework starts off by explaining that the main motive behind wanting to invest and 

exploit new potential markets in general is the need to internationalize (Gompers, 1998; 

Kotler, 2000; Nolan & Zhang, 2003; Hernandez & Tuschke, 2014). 

 

Upon deciding to internationalize, companies are given three markets as their expansion 

destinations (Wild, Wild & Han, 2014): (1) developed markets; (2) emerging markets; and (3) 

developing markets. Due to the opportunities present in emerging markets, some foreign 

companies decide to operate there (London & Hart, 2004). More specifically, these companies 

are seeking frontier markets as their expansion destination for the investment opportunities 

these markets have to offer (Speidell & Krohne, 2007; Berger et al., 2011). 

 

Nevertheless, entering new markets and specifically frontier markets is never challenge-free; 

and thus, companies are expected to be faced with multi challenges that may stand as an 

obstacle in front of the business flow (Samarakoon, 2011; Graham & Emid, 2013; Milojević 

& Terzić, 2014). These challenges can be summarized to four main categories: (1) Political 

Instability (Fatehi-Sedeh & Safizadeh, 1989; Hood & Nawaz, 2004); (2) Economic & 

Financial Constraints (Kahn, 2005; Dabla-Norris & Inchauste, 2007); (3) Cultural Differences 

(Hofstede, 1991; Daniels et al., 2013; Fregidou-Malama & Hyder, 2015); and (4) Corruption 

& Nepotism (Farida & Ahmadi-Esfahani, 2008; Zahra, 2011). 

 

A schematic diagram of the framework is presented as follows to further explain the authors’ 

concept. 
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Figure 2. Conceptual Framework. 

 

Source: Own construction. 
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3 Methodology 

This chapter explains the methods of this study and how data is collected, processed and 

analyzed. It focuses on presenting the study’s method of choice and explaining the type of 

investigations ought to be performed. 

 

3.1 Research Design 

As noted by De Vaus (2001), there are two types of research questions that help formulate a 

proper research design. These two types are: descriptive research and explanatory research. A 

descriptive research answers research questions that ask “what is going on?“, while an 

explanatory research answers questions that ask “why is it going on?“ (De Vaus, 2001). 

 

Design is a sequence of decisions made to balance goals and constraints (Edelson, 2002). 

These decisions are (a) how the design process will proceed, (b), addressed audience of the 

design, and (c) what form or structure will the end design take (Edelson, 2002). With solid 

theories and a structured design pattern, Edelson (2002) explains that these efforts can be 

augmented to formulate useful research results. Accordingly, a useful research design is 

research driven i.e. it is supported by prior research questions and goals (Edelson, 2002). On 

the other hand, a research design is divided into four components according to King, Keohane 

& Verba (1994): the research question, the theory, the data, and the use of the data. These 

components are not usually developed separately but rather follow a systematic order. 

Moreover, King et al. (1994) believe that improving the four components is better to increase 

the quality of the research design, even when the research is subject to external constraints. 

 

Following the type of this study’s research question based on De Vaus’s (2001) interpretation, 

the descriptive research is best applicable to our study because of the significant role the 

interviews play in this research. Initiating from the definition given by Kumar (2014) on 

research “a process for collecting, analyzing and interpreting information to answer 

questions”, we can create a linkage between the descriptive approach used to answer the 

research question and the data collection process. Data is collected from people engaged in 

the MNCs’ market operations in Lebanon, which Doz (2011) considers is a major argument 

for gaining an insight of a certain phenomenon, to further help us fill this study’s literature 

gap and answer its research questions. 
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3.2 Choice of Method 

Two research approaches can be determined when conducting a research study, according to 

Kumar (2014). These approaches are: quantitative and qualitative. The difference between the 

two approaches is that a quantitative research focuses on the quantification of data, whereas a 

qualitative research emphasizes on words to generate theories and the method individuals 

understand their social world (Bryman & Bell, 2011). Focusing on the qualitative approach, it 

is used to link the theory and phenomena together given its subjective nature (Malina, Nrreklit 

& Selto, 2011). Also, Doz (2011) and Poulis, Poulis & Plakoyiannaki (2013) argue that a 

qualitative research can contribute to understanding actors in contextual settings and 

international relations. Yin (2013) approves and believes that due to the clear descriptions and 

strategic comparisons necessary to apply this method throughout the cases, a low level of 

abstraction common in qualitative studies is overcome. Similarly, Bryman & Bell (2011) 

denote that a qualitative approach provides the author with flexibility to formulate the 

research questions, in parallel to portraying the issue from the interviewee’s perspective. 

 

When gathering primary data either a quantitative or a qualitative approach, or a mix of both, 

is used. For this study a qualitative approach was chosen because it is an appropriate and 

convenient method when applying strategies of inquiry about narratives, phenomenology, 

ethnographies, grounded theories or case studies (Creswell, 2013). Such qualitative approach 

is utilized to study complex phenomena within their context (Baxter & Jack, 2008). 

 

The focus of this research deals solely with a qualitative approach for two reasons: (a) the 

study follows semi-structured interviews, and (b) data collection method going through the 

process of describing and identifying common themes rather than using statistical resources 

(Kumar, 2014). Therefore, the interviewees are provided the ability to respond freely based on 

their knowledge and experience. Moreover, in order to answer the research question, this 

research and based on the qualitative approach, analyzing the answers from the respondents 

and link them directly back to theory. Against this background, this study follows a 

qualitative research methodology combined with a case study approach. 

 

3.3 Case Studies 

According to Eisenhardt (1989), case studies are considered as an appropriate research 

method to formulate theory and capture the dynamics of real-world situation. Fregidou-

Malama & Hyder (2015) on the other hand believe that both a qualitative method and a case 
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study are applied to build a theory. Siggelkow (2007) argues that case studies can mature 

existing theories by finding and filling theoretical gaps. Furthermore, Yin (2013) elucidates 

that doing case study research would be the preferred method in situations when (1) the main 

research questions are “how” or “why” questions; (2) a researcher has little or no control over 

behavioral events; and (3) the focus of study is a contemporary phenomenon. Also, among the 

variations in case studies according to Yin (2013), a case study can include single or multiple 

cases, can be limited to a quantitative evidence, and can be a useful method in doing an 

evaluation. A case study allows investigators to focus on a “case” and retain a holistic and real 

world perspective, including organizational and managerial processes (Yin, 2013). 

 

Accordingly, this study follows a multi-case study approach when conducting the interviews 

with the different MNCs operating in Lebanon. The purpose of using this approach would 

mainly be to facilitate the structuring of our empirical data according to the responses 

received, in order to build a solid analysis that links to the theory and help answer the research 

question of the study. The cases of the different MNCs that are part of the investigation 

demonstrate several features that justify the use of the multi-case study approach: (1) the 

complex and unique nature of the Lebanese market; (2) the companies are all well-known 

operational firms marked internationally in several markets; (3) the need to have a descriptive 

approach that can facilitate the flow of ideas and help deliver the right concept; and (4) a 

contemporary phenomenon in its real-life context (Fregidou-Malama & Hyder, 2015). 

 

In addition, two of the case studies are used as a benchmark to compare the market challenges 

present in Lebanon with those present in the ME region in general. Therefore, two among the 

total number of interviews are in cooperation with multinational companies that do not have 

business operations in Lebanon but in any other country in the ME region. The reason behind 

this is to provide the reader with an overall view about the challenges present in the region 

surrounding Lebanon and thus acting as a comparison mechanism between what is applied in 

Lebanon and what is applied in the region.  

3.4 Data Collection 

This study deals with a variety of primary and secondary data based on academic literature 

and several case studies conducted. In general, the case study approach enables researchers to 

challenge existing theories and provide the background for new models (Saunders, Lewis & 

Thornhill, 2000). Both primary and secondary data were compiled and collated with each 

other. The secondary data used and discussed was primarily gathered from textbooks 
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available at the University of Gävle, as well as through online databases accessible via the 

university’s library such as Emerald Inside, Palgrave Journals, Elsevier and EBSCOhost 

Online Research. Primary data was collected on the basis of semi-structured face-to-face, 

telephone and email interviews with various key persons in privately owned multinational 

corporations as well as semi-governmental institutions. 

 

Accordingly, the compiled primary data was analyzed, discussed and compared with the 

secondary data gained through the extensive literature research. Against this, this study aims 

to obtain information through semi-structured interviews with a selected sample. 

 

Moreover, in order to properly attain primary data, the researchers must be fully aware of the 

study’s sole purpose and motivation. Interviewees on the other hand must also be informed 

about the study’s main purpose and what goals does it serve in order to ensure full reliability 

and validity of the topic (Kumar, 2014). 

 

Since the data collected for this study is mainly primary, the most applicable method of data 

collection is through interviews. Merriam (1998) states that the collection of qualitative data 

through interviews must take into consideration: (1) conducting effective interviews; (2) being 

a careful observer; (3) mining data from documents; and (4) the interactive nature of data 

collection in case studies. 

 

3.4.1 Interviews Structure 

Data collections throughout the conducted interviews for this study are structured interviews, 

where the researcher asks predetermined questions to the interviewee without changing the 

wording nor the order they ought to be asked (Kumar, 2014). Also, structured interviews are 

considered better in providing standard answers that is later useful when comparing data. 

Hence, this study uses semi-structured style interviews with specific open-ended questions, 

giving the interviewee the choice of answering freely to the mentioned questions. 

 

3.4.2 Channels for Conducting the Interviews 

Three means of conducting the interviews are used: (1) face-to-face interviews (FI); (2) 

phone-interviews (PI); and (3) email interviews (EI). Due to the fact that the interviewees this 

study wishes to investigate with are employees in companies operating in Lebanon, and given 

that the researchers of this study are residing in Sweden at the time this research is being 
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formulated, a limited number of face-to-face interviews are conducted. The other interviews 

are performed via phone interviews and/or email interviews. 

 

Table 8 illustrates the three different channels that are used to conduct the interviews with the 

case companies. It shows the different interviewees, the market that the interview shall 

discuss (Lebanon or Middle East) and the tool that is used to approach them. 

 

Table 8. Means of Conducting Interviews. 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Source: Own construction. 

 

3.4.3 Type of Questions 

The phone interviews with the case companies that operate in Lebanon are about 60 minutes 

long and contain seven sections, each with their own set of sub-questions. In section 1, the 

interviewees are asked to identify the company’s original nationality, the company’s industry, 

a small description of the company, their present role in the company and their years of 

experience. Section 2 deals with identifying their years of operation in Lebanon and whether 

they operate in other countries in the region. Questions in section 3 are the first related to the 

Interview Number Company Tool Market 

1 Business Sweden FI Middle East 

2 Seco Tools AB PI Middle East 

3 DHL 

 

PI Lebanon 

4 EI Lebanon 

5 EI Lebanon 

6 M&C Saatchi EI Lebanon 

7 Touch - Zain Telecom EI Lebanon 

8 EI Lebanon 

9 IPSOS EI Lebanon 

10 EI Lebanon 

11 Anonymous PI Lebanon 

12 Anonymous PI Lebanon 

13 Nestlé EI Lebanon 
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market challenges that MNCs face in Lebanon and trying to answer the research question. In 

this section, interviewees are asked about the political instability in Lebanon and to what 

extent has it affected their business operations. 

 

Also, they are asked on how are they able to overcome these challenges? Section 4 continues 

to discuss the challenges and deals with economic and financial constraints. Interviewees are 

asked to identify if their firms have faced any financial difficulties in Lebanon while 

operating the business. If yes, then what types of constraints did they face? Section 5 deals 

with the cultural differences firms might have faced in Lebanon against their original 

nationality. The section tries to shed lights on the cultural gaps, if any, between the Lebanese 

employees, local authorities, institutions and the company’s cultural behaviors and 

regulations. 

 

Moving on to section 6, the questions in this section conclude the part about market 

challenges and discusses the issue of corruption and nepotism. Interviewees are expected to 

answer on whether their businesses have witnessed any act of lack of transparency, bribery or 

managerial corruption with various Lebanese channels; and to what extent have these acts, if 

occurred, affected the overall business workflow. Finally, section 7 deals with asking the 

interviewees on why they have chosen to operate in Lebanon despite its comparably small 

market scope and economy to other countries. Table 8 illustrates the structure of the questions 

asked during the interviews and classifies the questions according to different sections. 

 

On the other hand, the email interviews with case companies operating in Lebanon also 

consist of the same structure of questions as the ones that are asked in the phone interviews. 

But, the only difference is that some interviewees have chosen to answer the questions via 

free-writing for several reasons. They believed that by answering the questions in a written 

form, they are able to explicitly describe their opinions and deliver the message sharply, 

rather than being interviewed over the phone. Also, some of the interviewees were time 

occupied and accordingly were not able to set with us specific dates for a phone interview. 

Therefore, a list of question was provided so that the companies were able respond back any 

time soon. 

 

 

 



30 
 

Table 9. Interview Questions Variables: Phone & Email Interviews - Lebanon. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Source: Own construction. 

 

Regarding the two interviews with the case companies operating in the ME region but not in 

Lebanon, the same structure of questions is used along with some adjustments to fit the given 

situation. These interviews are only be available to act as a point of reference between the 

market challenges in Lebanon and those in the region; and therefore, it is crucial to maintain 

the same structure of questions in order to accomplish an articulated comparison. 

S
ec

ti
o
n

 

Type of Questions 

 

 

1 

Company Information and General Background 

 Company’s original nationality 

 Brief introduction about the company  

 Interviewee’s position in the company 

 Type of industry it operates in 

 Company’s and interviewee’s years of experience 

 

2 

Years of Operation in Lebanon 

 How many years has the company been operating in Lebanon? 

 Presence in other Middle Eastern countries? 

 

 

3 

Market Challenges – Political Instability 

 The effects of the political instability in Lebanon and the region on 

the scope of business 

 The severity of this instability 

 Applied means to overcome it 

 

 

4 

Market Challenges – Economic and Financial Constraints 

 What kind of economic challenges did the company face in Lebanon?  

 Governmental restrictions, economic rules, etc. 

 Applied means to overcome these challenges 

 

 

5 

Market Challenges – Cultural Differences 

 Differences between the company’s original nationality and the 

Lebanese culture 

 Cultural gaps when doing business with local employees, suppliers, 

authorities, etc. 

 

6 

Market Challenges – Corruption and Nepotism 

 Any signs of lack of transparency 

 Acts of bribery or corruption faced with Lebanese authorities or 

personnel 

 

7 

Choosing to Operate in Lebanon 

 The reason behind choosing to operate in Lebanon 
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Table 10. Interview Questions Variables: Face-to-Face & Phone Interviews - Middle East. 
S

ec
ti

o
n

 

Type of Questions 

 

 

1 

Company Information and General Background 

 Company’s original nationality 

 Brief introduction about the company  

 Interviewee’s position in the company 

 Type of industry it operates in 

 Company’s and interviewee’s years of experience 

 

2 

Years of Operation in the Middle East Region 

 Which countries in the ME does the company operate in? 

 How many years has the company been operating the ME? 

 

 

3 

Market Challenges – Political Instability 

 The effects of the political instability in the region on the scope of 

business 

 The severity of this instability 

 Applied means to overcome it 

 

 

4 

Market Challenges – Economic and Financial Constraints 

 The kinds of economic challenges the company faces in its operating 

countries in the ME  

 Governmental restrictions, economic rules, etc. 

 Applied means to overcome these challenges 

 

 

5 

Market Challenges – Cultural Differences 

 Differences between the company’s original nationality and the host 

countries’ culture 

 Cultural gaps when doing business with local employees, suppliers, 

authorities, etc. 

 

6 

Market Challenges – Corruption and Nepotism 

 Any signs of lack of transparency 

 Acts of bribery or corruption faced with host authorities or personnel 

Source: Own construction. 

 

3.4.4 Interviews’ Participants 

Primary data for this study was collected from 8 foreign companies operating in Lebanon and 

the ME with a total of 13 interviews with individuals from these companies. The case 

companies are companies originally from Sweden (2), Switzerland (1), Saudi Arabia (2), 

United Kingdom (1), France (2) and Germany (1). The interviewees are senior level 

employees in their respective companies, holding the positions of a Group Managing Director 
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(GMD), Head of Business Operations (HBO), Business Development Manager (BDM), Sales 

and Business Development Director (SBD), General Business Manager (GBM), Head of 

Telesales Department (HTD), Head of Relationship Department (HRD), Market Research 

Director (MRD), Market Research Manager (MRM), Business Development Director (BDD), 

Project Management Expert (PME), Project Management Office (PMO) and Creative Design 

Director (CDD). 

 

The case companies are considered foreign companies when their country of original 

registration is not in Lebanon or their host country. Also, one of the important requirements in 

order for the company to be considered as multinational, is to have operational facilities and 

other assets in at least one country other than its host country. All of the case companies 

interviewed are corporations that operate in at least three to four countries other than their 

home countries; and thus, are labeled as multinationals. 

 

After all interviews are conducted, the participants are provided with the full research results 

as an attempt to ensure reliability and credibility of the researchers and the study. 

 

3.5 Presentation of Empirical Findings 

In the following chapter the empirical findings gathered from the interviews are discussed and 

presented. Investigations on the market challenges that MNCs face in Lebanon take place, 

along with two interviews about the same market challenges in the ME. Thus, the empirical 

part is divided into two parts: (Part I) 2 interviews that discuss the market challenges present 

in the ME region; and (Part II) 10 interviews that tackle the market challenges MNCs face in 

Lebanon. Each interview is divided into 5 sections in order to segregate the findings: (1) 

Introduction; (2) Political Instability; (3) Economic & Financial Constraints; (4) Corruption & 

Nepotism; and (5) Cultural Differences. Finally, all the results are drawn into a tabular 

context to facilitate forthcoming comparison and analysis. 

 

3.6 Data Analysis 

The data collected is coded, edited and analyzed according to the research’s qualitative style. 

The answers received from the interviews are carefully investigated to determine the major 

points of commonality and differences between them in order to help answer the main 

research question. Bryman & Bell (2011) refer to this process as “content analysis”, where the 

data is properly analyzed and utilized to serve the research’s main purpose. Later on, the 
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findings are discussed and interpreted in relation to the relevant theories that deal with 

different market challenges companies might face in international markets (Hood & Nawaz, 

2004; Kahn, 2005; Zahra, 2011; Farida & Ahmadi-Esfahani, 2008). 

 

Upon asking the case companies for interviews, some of them agreed to hold interviews but 

wished to keep their names and the company’s name anonymous. The reason behind this was 

according to those interviewees that they do not think mentioning the company’s name or 

their name is considered as an added value for this research, since they believe they have 

agreed to be investigated for academic purposes and not commercial ones. Therefore, they 

explained that it is preferable for them to remain anonymous. Another reason was that the fear 

of market competition. These case companies explained that their companies face high 

competition in the market and therefore any information announced to the public might be 

taken into advantage from their competitors at some point. For these reasons, the authors 

respected their decisions and keep the name of some of the companies and/or interviewees 

anonymous following their desire. Deciding to remain anonymous is an ethical principle some 

interviewees wish to undertake (Orb, Eisenhauer & Wynaden, 2001). Ethical principles such 

as wishing to remain anonymous can be used to guide the research in addressing the initial 

ongoing issues arising from qualitative research, in order to meet the goals of the research as 

well as to maintain the rights of the research participants (Orb et al., 2001). 

 

Table 11 refers to the collected data from the interviewees and shows in details the 

characteristic of each of the interviews. It comprises of 9 columns, each presenting specific 

data in relation to the interview. 
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Table 11. Data Information. 

Source: Own construction. 

 

 

 

Company 

 

 

Origin 

 

 

Name 

 

 

Position 

 

 

Code 

 

 

Industry 

Years of 

Experience in 

the Company 

Years(y) 

Months(m) 

 

 

Country of 

Operation 

 

 

Gender 

Business 

Sweden 

 

Sweden 

 

Ali Shakir 

Head of 

Business 

Operations 

 

HBO 

Business 

Consultancy 

 

2y, 5m 

Iraq 

Saudi Arabia 

UAE 

 

Male 

 

Seco Tools 

AB 

 

Sweden 

 

Eurion 

Kemish 

 

Business 

Development 

Manager 

 

BDM 

 

Machinery 

Solution 

 

7y 

UAE 

Qatar 

Oman 

Saudi Arabia 

Kuwait 

 

Male 

 

 

Touch - Zain 

Telecom 

 

 

Saudi 

Arabia 

Ahmad 

Jomaa 

Project 

Management 

Expert 

 

PME 

 

 

Telecommunicatio

ns 

 

3y, 2m 

 

 

Lebanon 

 

Male 

 

Anonymous 

Project 

Management 

Office 

 

PMO 

 

2y 

 

Female 

 

 

DHL 

 

 

Germany 

 

Jaafar Deeb 

Head of 

Relationship 

Department 

 

HRD 

 

 

 

Logistics and 

Shipments 

 

36y 

 

 

 

 

Lebanon 

 

Male 

 

Victoria 

Lati 

Head of 

Telesales 

Department 

 

HTD 

 

14y 

 

Female 

 

Layla 

Haddad 

Sales-Business 

Development 

Manager 

 

SBD 

 

3y, 6m 

 

Female 

M&C 

Saatchi 

United 

Kingdom 

Alain 

Hochar 

Group 

Managing 

Director 

 

GMD 

Communication 

Solution Provider 

 

1y, 4m 

 

Lebanon 

 

Male 

 

IPSOS 

 

France 

Riyad Al 

Khatib 

Media 

Research 

Director 

 

MRD 

 

Market Research 

 

4y 

 

Lebanon 

 

Male 

 

Anonymous 

Market 

Research 

Manager 

 

MRM 

 

2y 

 

Lebanon 

 

Female 

 

Anonymous 

 

France 

 

Anonymous 

Business 

Development 

Director 

 

BDD 

 

Energy and Water 

Treatment 

 

30y 

 

Lebanon 

 

Male 

 

Anonymous 

Saudi 

Arabia 

 

Anonymous 

Creative 

Design 

Director 

 

CDD 

Trade Fairs and 

Public Events 

Organizer 

 

20y 

 

Lebanon 

 

Male 

 

Nestlé 

 

Switzerland 

Yasmine 

Berbir 

General 

Business 

Manager 

 

GBM 

 

FMCG 

 

10y 

 

Lebanon 

 

Female 
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In order to simplify the reference process to the case companies, Table 12 codes the 

companies from number 1 to 9. This method is used when presenting the empirical findings 

where the companies are referred to their number given in Table 12. 

 

Table 12. Case Companies Numbering. 

Number Company 

1 Business Sweden 

2 Seco Tools AB 

3 Touch - Zain Telecom 

4 DHL 

5 M&C Saatchi 

6 IPSOS 

7 Anonymous 

8 Anonymous 

9 Nestlé 

Source: Own construction. 

 

3.7 Data Validity and Reliability 

According to Sapsford & Jupp (2006), validity means “the design of research to provide 

credible conclusion”. On the other hand, Bell (2014) states that data reliability is the extent to 

which a text or procedure produces similar result under constant conditions on all occasions 

i.e. the results of any research can be trusted while taking all necessary precautions to avoid 

errors. Morse, Barrett, Mayan, Olson, & Spiers (2008) argue that validity remains appropriate 

concepts for attaining rigor in a qualitative approach. Therefore, the authors were cautious 

when conducting the interviews and made sure to have the conversations recorded with any 

audio recording device. 

 

After finishing the interview, the authors recorded and played back the audio structured the 

main points mentioned in the interview. As a note, this was designed to help us avoid the 

occurrence of selective memory, which according to Bell (2014), occurs when the 

interviewer’s personal views and ideas influence data collected during an interview. 
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4 Empirical Findings 

In this section, the findings and outcome from all the interviews are presented. The answers 

are constructed into a tabular context to simplify the comparison and analysis process. 

Thereby, the empirical findings are segregated into two parts presenting the results for the 

Middle East as well as Lebanon. 

 

4.1 Cases on the Middle East  

4.1.1 Case Company 1: Business Sweden 

4.1.1.1 Introduction 

Business Sweden was founded on the 1
st
 of January 2013 as result of the merger between the 

Swedish Trade Council and Invest Sweden. It is a semi-governmental organization jointly 

owned by the Swedish government and the private business sector. The organization 

facilitates and promotes the growth of Swedish businesses abroad and vice versa, fosters 

investment opportunities for international corporations in Sweden. Business Sweden 

maintains 56 offices worldwide with about 500 employees, in which, 100 to 120 people are 

located in Sweden. The organization’s aim is to strengthen Sweden as attractive, innovative 

and competitive business partner. Swedish companies are supported in order to exploit new 

export markets and to create business opportunities abroad. The organization provides 

intermediary services regarding investment and logistic issues plus facilitates access to 

contacts and networks up to the governmental level. In addition, Business Sweden helps the 

companies to find new partner firms or distributors abroad and provides further advisory 

services. 

 

The interview was conducted face-to-face with Business Sweden’s HBO in Iraq and Saudi 

Arabia, in the organization’s head office in Stockholm, Sweden. Besides his responsibilities 

for Saudi Arabia and Iraq, where the HBO acts as the Swedish Trade Commissioner, he is 

also accountable for some parts of the Levant area. Due to his broad experience in the Middle 

East region and its contacts and network in the area, the HBO was able to answer all the 

questions asked accordingly. 

 

4.1.1.2 Political Instability 

The HBO notes that the Middle Eastern frontier markets are faced with political instabilities 

but each country has to be evaluated separately. The ongoing wars in Syria and Iraq are 
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mentioned as factors for the tense situation in the region. Additionally, each country’s 

richness and wealth plays an important role along with the prevalent regime. 

 

The HBO believes that doing business in the ME can highly be affected by the political 

instability ongoing in the region. Thus, the HBO clarifies the importance for firms currently 

operating in the ME or are willing to invest and expand there to take note of the disturbed 

areas and allocate their target markets away from clash fields. 

 

4.1.1.3 Economic and Financial Constraints 

The level of economic and financial constraints strictly depends on the country’s financial 

system and its trade laws. When the extent of trade barriers is comparatively low, the 

countries are able to attract more foreign direct investments. The HBO particularly mentions 

the low trade barriers in the GCC countries which are able to attract constitutive parts of FDI 

flows into the region. 

 

In terms of financial constraints, it is not difficult to bring in and out money into the Middle 

Eastern frontier markets. Especially, the GCC countries have a quite developed banking 

sector and depending on the respective country, often no income or corporate taxes. Financial 

constraints are often dependent on the country’s richness and wealth along with the 

complexity of the taxation systems. 

 

In general, the Middle Eastern frontier markets have become an important market for 

European and Swedish companies. As a result, a lot of governments in the ME region are thus 

requiring from the MNCs to establish hub offices in their countries as a prior step for business 

launch since most of business activities is executed with the public sector. Commitment, often 

in the form of local establishments with local staff, is required. 

 

4.1.1.4 Cultural Differences 

From the viewpoint of Western corporations, cultural differences to the Middle Eastern 

frontier markets exist but can be seen either as problem or as an opportunity. Even within the 

same country cultural differences can occur. Differences mentioned in the interview can be 

country-specific dealings with family, gender or alcohol. 
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In the region, relationship building, networking and trust are the most important requirements 

for companies to do business. According to the HBO, trust triggers business executions in the 

Middle East. Good relations with partners, authorities and the government are crucial to be 

able to operate accordingly. In addition, the HBO denotes the understanding of the respective 

bureaucracy processes in the area as important. Furthermore, corporations should not expect 

positive results immediately but should think and operate in the long run. 

 

In general, starting or doing business in the Middle East region is comparatively 

straightforward. International corporations gain access to required networks and contacts 

through conferences and exhibitions and prerequisites which can be provided by organizations 

such as Business Sweden. 

 

4.1.1.5 Corruption and Nepotism 

According to the company’s HBO, it is not possible to generalize the level of corruption and 

nepotism in all Middle Eastern countries. To gain deeper insight into the topic, he refers to the 

annually issued ‘Corruption Perception Index’ of Transparency International which provides 

detailed information about 177 countries, ranked on a scale from 100 (very clean) to 0 (highly 

corrupt). But in general, the interviewee denotes that lack of transparency is as an issue for the 

entire region. Concurrently, nepotism is also labeled as a problem in the Middle Eastern 

frontier markets. 

 

Corruption and nepotism are main issues for the corporations operating in the region, but the 

enterprises have learned how to deal with these issues. The HBO however, did not notice any 

shut down of business operations due to these difficulties. Rather, the corporations have 

implemented different processes in order to manage them and to pursue governmental laws 

and corporate guidelines. Especially most of the MNCs have dealt in much tougher 

environments than in the Middle Eastern frontier markets regarding corruption and nepotism 

issues. 

 

4.1.2 Case Company 2: Seco Tools AB 

4.1.2.1 Introduction 

Seco Tools AB, a Swedish company, is one of the three brands of Sandvik Machinery 

Solutions, specializing in cutting tools, drills and heavy machinery equipment. The interview 
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was conducted with the company’s BDM, who was in charge of several projects in the ME 

region through a regional office in Dubai, UAE. The company’s business operations for the 

ME are performed through a distribution network in the UAE, Bahrain, Saudi Arabia, Qatar, 

Kuwait and Oman. 

 

The BDM has been working in the company for over seven years and has recently been 

relocated to India to oversee the business in Pacific and South East Asia. The interview with 

the BDM was to discuss the major challenges the company has faced in the Middle East 

region throughout the projects it carried there. The purpose of this interview was to draw a 

comparison between the challenges MNCs face in Lebanon and if they could be generalized 

to other ME countries.  

 

4.1.2.2 Political Instability 

According to the BDM, political instability is highly present in the Middle East area and 

specifically in the countries Seco Tools AB has had operations and projects in.  This 

instability mentions the company’s BDM have had negative impact on the path of the 

business since most of the products Seco Tools AB produce are consumables and therefore, 

any external instability can lead to a drop in manufacturing. The example of Egypt was laid 

down to further explain this situation. The BDM explained that due to the recent political 

turmoil that has happened in Egypt in the past few years, Seco Tools AB’s sales margin was 

on a negative slope, leading to losses in aggregate profit.  

 

Also, Seco Tools AB had to cut sales, as per the BDM, in order to maintain a positive balance 

of sales and not encounter further sufferers. Emphasizing on considering political instability 

as one of the biggest risks in the ME region, the BDM however denotes that the situation 

cannot be extensively generalized to all ME countries. For example, the GCC countries, such 

as Saudi Arabia and the UAE, are somehow considered more stabilized due to their richness 

in oil production; thus, creating more income and output. 

 

In addition, the BDM clears out that the company also follows strict security measures when 

it comes to the safety and wellbeing of its employees and thus, does not attempt to send its 

employees into areas of disruption. Having said that, Seco Tools AB spends time on 

maintaining its existing customers and distributors in the ME region rather than acquiring new 

ones at the moment.  
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4.1.2.3 Economic and Financial Constraints 

Economically, the situation in the ME is not any better from the political one. According to 

the BDM, the international trade bans on Syria and Iran have affected multi-companies’ 

business in the region, for they (Syria and Iran) are considered potential trade distribution 

markets to these companies. Seco Tools AB, on the other hand has also faced some financial 

constraints signifies the BDM. Some of these constrictions are the delay of receiving 

payments from regional distributors, high amount of outstanding bills, and lack of cash flows 

for distributors. This is explained by the sophisticated financial systems in some of the 

region’s countries, creating a barrier in front of MNCs to act within a freely opened market. 

 

On the other hand, Seco Tools AB’s ME office is located in the trade-free zone of Dubai city, 

making it free of any tax complications. When asking if Seco Tools AB has been able to 

overcome these financial hindrances, the BDM answered by suggesting to use the word 

“manage” rather than “overcoming”. To his mind, these challenges are related to the country’s 

financial system as a whole and thus, MNCs are not in a position to alter such manners. As 

such, the best way to manage the financial impediments would be by knowing your market 

financial potential and your distributors’ capabilities of paying your credits in order to have a 

“healthy balance of payments” with the least amount of delays and difficulties as possible.  

 

4.1.2.4 Cultural Differences 

Against Seco Tools AB’s Swedish nationality, the BDM mentioned the presence of two 

important cultural differences when doing business in the ME region. First of all, the 

company’s Dubai office staff is mostly Indian nationals due to the high presence of Indian and 

South-East Asian nationals in the GCC countries. The BDM mentions that Arabs in the GCC 

area in general “do not accept Indians” as part of the nation’s labor force and that has created 

a cultural gap when dealing with staff and local distributors. Also, the norm of doing business 

not only in the ME, but in most of the emerging markets, explains the BDM, is completely 

different than the western way of doing business.  

 

For example, ME people depend highly on the ‘word-of-mouth’ in confirming and sealing 

business agreements and do not tend to “put everything on paper” comments the BDM. The 

informal way of doing business in the ME elucidates the BDM is more dependent on prior 

and personal relations rather than the typical standard way of it. On the other hand, this 
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approach of doing business can at some points be helpful as per the BDM, for it creates trust 

and long-lasting relations between the two entities.  

 

4.1.2.5 Corruption and Nepotism 

Abiding by the company’s bylaws, the BDM points out that no act of bribery or lack of 

transparency has been accounted while the company holds operations in the ME region. Also, 

the BDM indicates that the company follows a ‘zero-tolerance’ policy against unethical 

business acts and thus, the company’s record is spotless.  

 

However, the company also obliges its partners and distributors to follow a transparent work 

conduct while doing business and if for any reason, one of Seco Tools AB was involved in 

such unprincipled act, the company will cut off all shared work and business unities, 

concludes the BDM.  

 

4.2 Cases on Lebanon 

4.2.1 Case Company 3: Touch – Zain Telecom 

4.2.1.1 Introduction 

Established in 2004, ‘touch’ (formerly known as ‘mtc-touch’) is the leading mobile 

telecommunications and data operator in Lebanon with a market share of approximately 53%. 

Touch is managed by Zain Group, the region's first mobile and data services operator with a 

commercial footprint today in 8 Middle Eastern and African countries. In the Middle East, 

Zain operate in Bahrain, Jordan, Kuwait, Iraq, Saudi Arabia, Sudan, and in Lebanon under a 

management contract. On March 14, 2009, Zain acquired 31% of the third largest mobile 

telecom operator in Morocco. Lebanon has been chosen for being a potential market for 

investments due to its open economy and free market trade. 

 

The two interviews were conducted with the company’s PME and PMO, who both joined 

Touch-Zain Telecom in 2012 and are responsible for ensuring that the company’s project 

management methodologies are applied. Moreover, the PME and the PMO follow up with 

project management plans preparation, perform market analysis, monitor and control projects 

performance and facilitates communication between different units. 
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4.2.1.2 Market Challenges 

Table 13 illustrates the answers received from the PME and PMO respectively. The answers 

were segregated according to the different market challenges that were discussed with the two 

interviewees. 

 

Table 13. Answers from Case Company 3. 

 

Type of 

Challenge 

Interviewee 

PME 

 

 

 

 

Political 

Instability 

The company is affected by the political instability occurring in Lebanon recently. 

In spite of the reduction of the revenue from roaming due to the political instability 

in Lebanon, there was a considerable increase in the traffic due to price reductions 

on tariffs issued by the government. Generally, the company’s work remains 

operational during times of stability and instability, since it is considered as one of 

the most important constituents of the Lebanese economy. However, the political 

instability in this case was in favor for the company somehow due to the influx of 

the large number of Syrian refuges, who have has also contributed to increase the 

number of lines and consequently additional revue was generated for the company 

PMO 

Political instability can affect the work scope according to its severity and danger. 

However, given that the company is under a management contract with the 

Lebanese government, the political “shock” if it occurs is most of the times 

minimal. 

 

 

 

 

Economic and 

Financial 

Constraints 

PME 

Touch is owned by the government and thus all projects need to be approved by 

the Ministry of Telecommunication. Therefore, because of the management 

contract with the Lebanese government, Touch-Zain Telecom did not face any 

economic and/or financial constraints of any kind during its operational time in 

Lebanon. On the contrary, many financial transactions for the company were much 

facilitated by local financial institutions, banks and authorities. 

PMO 

Also mentioning that since the company is under a management contract with the 

Lebanese government, little to zero economic constraints have been faced by the 

company over the past years. But in general, even if the company was not under a 

contract with the government that facilitates its work flow, the banking system in 

Lebanon is very convenient and firm-friendly; thus, no noteworthy economic 

barriers are present in the face of MNCs operating in Lebanon 

 PME 
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Cultural 

Differences 

 

Most of the company staff are Lebanese and thus minimal cultural conflicts are 

created; the interaction with Zain is done mostly on a managerial level. Also, the 

team from Zain Group is very experienced and always takes the cultural 

differences into consideration and is capable to adapt with all cultures. 

PMO 

Given that most of the societal norms in Lebanon are easy to adapt with, the 

company’s local staff have had no obstacles in coping with the rules and 

regulations. Also, when dealing with local governmental channels such as 

ministries and authorities, it is preferable to have a local team to minimize any 

cultural or social gaps. 

 

 

 

Corruption and 

Nepotism 

PME 

Acknowledging the high percentages of corruption rates in the ME region in 

general, the PME explained that the company has not witnessed or been involved 

in any act revolving around this matter throughout its operational time in Lebanon. 

The company abides by its code of conducts which prohibits any staff member in 

taking part in any unethical act. 

PMO 

The company follows a strict bylaw that prevents all staff members from being 

involved in any un-disciplinary act. 

Source: Own construction. 

 

4.2.2 Case Company 4: DHL 

4.2.2.1 Introduction 

DHL is one of the world’s largest logistics and shipping companies. It provides all kinds of 

shipping deliveries and currently operates in more than 220 countries worldwide. In Lebanon, 

DHL was announced as the first certified shipping company in 1985 but has been operating in 

the market since 1976. The company is present in all of the ME countries besides Lebanon 

and has a regional office in Bahrain. 

 

Three interviews (HTD, SBD and HRD) were conducted with senior level staff from DHL, 

each within a specific work domain. The HTD is responsible for all telesales and product 

management activities for DHL Lebanon. The SBD on the other hand works closely with the 

sales department to ensure that: (1) accounts are properly functioning, (2) reports are done, (3) 

analytics presentations and (4) market research. The HRD’s role is to ensure all shipments are 

properly sent to the clients; that sales revenues are increasing; and is responsible for the 

communication channel with the suppliers and local authorities. 
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4.2.2.2 Market Challenges 

Table 14 illustrates the answers received from the HRD, HTD and SBD respectively. The 

answers were segregated according to the different market challenges that were discussed 

with the three interviewees. 

 

Table 14. Answers from Case Company 4. 

 

Type of 

Challenge 

Interviewee 

HRD 

 

 

 

 

 

 

Political 

Instability 

The company’s work is mostly affected by the market alterations, whether 

these alterations were political, economic or any other kind of shifts. But, 

mostly political instabilities in Lebanon have affected the work in an 

indirect way rather directly, since the company always has a backup plan 

for such unexpected scenarios. Therefore, in case of any political turmoil, 

which occurs from time to time, operations are partially affected 

temporarily. 

HTD 

Political instability has had a major impact and mainly on DHL’s road 

service to the Arab Gulf area which was suspended due to the insecurity in 

Syria. Nevertheless, DHL is always prepared with a backup plan to such 

scenarios. Road service operations were substituted with an economical 

Air Freight service. By doing so, DHL tries to minimize the aftermath of 

any political instability. 

SBD 

As times pass, more political difficulties are facing businesses in the 

Middle East in general and sometimes in Lebanon. People are more 

hesitant to send shipments (big corporate accounts), or even opening new 

businesses. This highly affects the business operation of the company and 

can lead to negative impacts. The situation in Lebanon is coincided with 

the political and general situation in the entire ME region and therefore 

cannot be segregated. 

 

 

 

 

HRD 

The company has never experienced any economic or financial constraint 

throughout its operation in Lebanon due to the fact that the Lebanese 

economic and banking system encourages foreign investments and 

facilitates trade procedures; therefore minimal barriers or obstacles have 

faced DHL in Lebanon.  
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Economic and 

Financial 

Constraints 

HTD 

Focusing on controlling costs and growing revenues, the company has not 

really witnessed any economic constraints in Lebanon. Business kept on 

growing free of any financial restrictions and if there were any, the 

management tends to find immediate solutions to continue operating. 

SBD 

Minimal financial barriers did the company face throughout its presence in 

Lebanon due to the fact the Lebanon is a free-trade economy. However, if 

needed, the Regional Office or the Head Office are always ready to 

support the business. 

 

 

 

 

Cultural 

Differences 

 

HRD 

Most of the staff are Lebanese nationals and since DHL is a multi-diverse 

company, no cultural differences have been witnessed at all. On the 

contrary, employees gained more knowledge about other world cultures as 

part of their daily interaction with other DHL world offices. 

HTD 

Considering diversity as an opportunity to manage in a workplace, the 

company makes sure that its worldwide employees work on managing 

their personal attitudes and behaviors to cope with all different cultures. 

This also applies to the work environment in Lebanon, where all the 

employees are captured by the company’s cultural diversity ideology and 

are happily acting accordingly. 

SBD 

The company operates with one culture, one mind and one heart. Whether 

in Lebanon or any other place in the world, the same culture is present in 

all work places. In Lebanon specifically, the company has faced zero 

cultural differences with most if not all the Lebanese society. 

 

 

Corruption and 

Nepotism 

HRD 

The company abides strictly by its code of conduct and thus is not 

involved in such behaviors. 

HTD 

Corruption rates are measurably high in most of the countries but it is up 

to each business company to shield itself from such acts. DHL follows 

strictly “the book” and as such, the company has not witnessed any 

incident of this kind in Lebanon. 

SBD 

Lebanon could have high corruption rates; some world indices mention 
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this, but, the company was never part of any unethical act with any local 

channel. Staff members are highly aware of the consequences of involving 

in acts of bribery or corruption. 

Source: Own construction. 

 

4.2.3 Case Company 5: M&C Saatchi 

4.2.3.1 Introduction 

One of the leading firms in the MENA region, M&C Saatchi is a fully integrated 

communication solution provider. Its offering mix includes strategy, branding, advertising, 

digital, media and public relations. The company has been operating for 22 years in Lebanon, 

along with operations in Qatar, Saudi Arabia, Jordan and UAE. 

 

The interview was conducted with the company’s GMD who is responsible for overseeing the 

entire business operations for the company in the region. The GMD has 17 years of 

experience and in his current position for almost 2 years. According to the GMD, Lebanon is 

known to be the region’s reservoir of talents and for this reason, the firm decided to make 

Lebanon as its base office in the ME region. 

 

4.2.3.2 Political Instability 

According to the GMD, political instability in Lebanon has affected the business in both 

positive and negatives ways. Positively, in the sense that not many people would venture and 

come (mainly from the Western world) to run businesses in such an instable region. Thus, this 

made the company a highly valuable partner for multinationals. 

 

On the negative side, political instability prevents you from planning for the long term as you 

never know what tomorrow has got for you and for the various markets. The secret to manage 

such situations is the ability to adapt; to always operate in a Beta mode; to always have 

multiple plans ready; to preempt; to react swiftly when necessary. The GMD concludes that 

faith in the country and the region is a prerequisite to such an attitude. 

 

4.2.3.3 Economic and Financial Constraints 

The recent recession in Lebanon and the political turmoil translated in limited growth and 

lack of liquidity in the economy. Sound management, regional expansion and courage help 

the company to overcome the tough market realities. 
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4.2.3.4 Cultural Differences 

The world is truly a global village today and there are no (or very minimal differences) in 

terms of business practices, cultures and norms. The human factor however can be 

problematic as in this part of the world we often tend to lack discipline and strict corporate 

behavior. 

 

With regards to the Lebanon, this highly applies. The country is seen as a western hub in a 

unique region; most of Lebanon’s cultural factors are adapted from the western world and 

thus being a UK based company, we have seen little noteworthy cultural differences. 

 

4.2.3.5 Corruption and Nepotism 

The GMD explained that the company gets away from situations that involve any kind of 

corruption and/or nepotism by strictly and ethically applying the firm’s code of conduct. 

 

4.2.4 Case Company 6: IPSOS 

4.2.4.1 Introduction 

IPSOS is the leading market research company in the ME region, operating for over 25 years 

now in Lebanon. Its ME regional office is also based in Beirut, which was also the starting 

point for the company’s expansion into the ME. The company is also celebrating end of this 

month its 40
th

 anniversary after it was founded in Paris, France in 1975. 

 

The interview was conducted with the company’s MRD and MRM, who have been in their 

position for 4 years and 2 years respectively. They are both responsible for overseeing the 

entire market research department for Lebanon and the region. According to the MRD and 

MRM, Lebanon is a small market indeed; but Lebanon has “the brains”, especially when it 

comes to media. The country has been the region’s leader in media and commercial freedom, 

and that is what encouraged the management to operate in this country.  

 

4.2.4.2 Market Challenges 

Table 15 illustrates the answers received from the MRD and MRM respectively. The answers 

were segregated according to the different market challenges that were discussed with the two 

interviewees. 
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Table 15. Answers from Case Company 6. 

 

Type of 

Challenge 

Interviewee 

MRD 

 

 

 

Political 

Instability 

Political instability has its medium effects on the business operation since clients 

now are somehow working on cutting their budgets. But as a research company, 

the firm was able to always create the need for its clients in their good and bad 

situations to further see opportunities and avoid service barriers.  

MRM 

Like any other company operating in the ME, political instability can have its 

effects on the general workflow of the business. In Lebanon, the disturbed political 

situation is seasonal; i.e. political instability does not occur on a regular basis. 

When it does, the company makes sure to have a backup plan that is able to face 

any unexpected circumstances. 

 

 

 

Economic and 

Financial 

Constraints 

MRD 

The MRD explains that the company has never experienced any kind of economic 

and financial barriers in Lebanon. Economically speaking, the company is well-off 

in Lebanon and in the region.  

MRM 

No financial restrictions have been faced during the company’s presence in 

Lebanon.  

 

 

Cultural 

Differences 

 

MRD 

Being a French company and having Lebanon as an ex-French colony, the 

company has not experienced any cultural differences in Lebanon. The MRD 

explains that the Lebanese system is somehow an exact replica of the French 

system, in terms of laws and regulations. For this reason, while operating in 

Lebanon, the company easily managed to adapt to the local Lebanese environment 

harmlessly.  

MRM 

Briefly, cultural differences between the company’s French identity and the 

Lebanese culture are barely noticeable. Therefore, the company did not experience 

any cultural variances at all in Lebanon.  

 

 

 

MRD 

Abiding by both, the French and Lebanese laws which prohibit any act of 

corruption, inducement, bribery or any other kind of bureaucratic flexibility, the 

firm was never part or witnessed any kind of such acts.  
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Corruption and 

Nepotism 

MRM 

The company follows a strict bylaw that prevents all staff members from being 

involved in any un-disciplinary act. 

Source: Own construction. 

 

4.2.5 Case Company 7: Anonymous 

4.2.5.1 Introduction 

The anonymous case company is an international French company specialized in the design of 

water waste technology. The company combines expertise in its own technology areas with 

expert knowledge in electrical power, mechanical engineering and information and 

communication technologies. The company operates in a total of 45 countries within 4 

business lines: industry, service sector, infrastructure and telecommunications. It is also a key 

player in the domain of energy efficiency and renewable energy. 

 

The interview was conducted with the BDD who has around 30 years of experience in the 

corporate domain of other multinational companies worldwide. The company has been 

operating in the Middle East region for over a decade and recently expanded its operations 

into Lebanon, in which the BDD believes is an essential market player in the region despite its 

small market scope. 

 

4.2.5.2 Political Instability 

According to the BDD, the safety situation in the Middle East region and Lebanon inclusive 

does affect the progress of the company’s business operations. The BDD states that the 

political instability in Lebanon due to safety regulations and political tensions has been laid 

on the company’s shoulders and affected the flow of the work negatively. An example to 

explain how political instability affects the stream of the company’s business in Lebanon was 

the political situation in the northern area of Lebanon, where it has border with Syria. Several 

projects related to electric power plants and water treatments designed and implemented by 

the company had to be stopped due to the extreme difficulties of mobility in-and-out the area.  

It has become dangerous to operate business there and therefore causing the company 

financial losses. The BDD clears out that the political instability is an uncontrolled matter i.e. 

it cannot be tamed by the company itself, no matter how influential it is on the market.  
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Political instability in Lebanon is, in reference to the BDD, is a national issue related to the 

political events that are taking place in the Middle East region as a whole. Another example 

was given to illustrate the adverse effects of political instability in Lebanon was the downfall 

of oil prices worldwide. This drop in oil prices, which the BDM relates to political decisions, 

has profoundly caused the company profit losses, since the company is in the energy industry 

and thus, its business coincides with worldwide oil prices. 

 

As a result, the BDM concluded this part by arguing that until future notice, the political 

situation in Lebanon and even in the entire Middle East region is frozen and in order for 

companies to excel and keep going, they ought to cope with the situation and know how to 

adapt successfully.  

 

4.2.5.3 Economic and Financial Constraints 

According to the BDD, the company has not faced any economic or financial constraints 

while being operational in Lebanon. Considering the strength of the Lebanese banking sector, 

the BDD debates that no economic obstacles have been faced by the company in Lebanon and 

also stressed out on the important and effective role of the domestic banking sector; 

mentioning that it is amongst the best in the region.  As a result to this, the BDD remarks that 

no trade barriers have been implemented on the company and that transfer of money in-out of 

Lebanon has always been easy and facilitative, in comparison to other Middle Eastern 

countries. Moreover, the BDD emphasized on the fact that the business-to-business relations 

in Lebanon are highly counted on personal-trust issues between the counterparties. 

 

An example of this would be opening a bank account for the company in a Lebanese local 

bank. In this scenario, the company’s representatives would directly choose a bank where 

former business relations has been performed that has led to trust and the sense of customer 

loyalty. In contrast to other Middle Easter countries, the BDD believes that performing 

banking activities in these countries would be a matter of formality and that the customer is 

considered only as a “number” and not as a partner to the banks. 

 

Finally, the BDD pointed out that Lebanon’s open market economy has been considered the 

main cause for the country’s business activities and that Lebanon’s openness to the western 

world has made it a unique platform for several foreign investments. 
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4.2.5.4 Cultural Differences 

When the BDD was asked about the cultural differences the company might have faced in 

Lebanon, the answer was none at all. Given the fact that the company’s original nationality is 

French, we were interested in understanding the cultural differences the company might have 

faced in their host country (Lebanon) and to what extent have they affected the overall 

progress of the business. Not surprisingly, the BDD explained that since the Lebanese 

constitution is a replica of the French constitution (Lebanon was occupied by France up until 

its independence in 1943), most of the laws in the country and even the ones related to 

business performance are highly similar to the ones implemented and used in the western 

world in general, specifically in France. 

 

Lebanon’s trade relations with France over the past decades have strengthened the country’s 

position as the region’s most opened economy as well as the capability of adapting to western 

cultures rapidly, according to the BDD. Thus, no significant cultural differences or alterations 

are present between the company, the host government or employees according to the BDD. 

 

4.2.5.5 Corruption and Nepotism 

When it comes to corruption and lack of transparency in Lebanon and whether or not the case 

company has encountered any incidents related to such, the BDD mentioned that the issue is 

spread all over the Middle East and not only in Lebanon. The lack of transparency has been 

seen as an important issue in the world in general and in emerging markets in specific, 

according to the BDD. Also, it is up to each company in its specific country of operations to 

decide if it is for its best to be involved in such manner or not. 

 

Accordingly, the company has strict laws on bribery, reliability and transparency as per the 

BDD that prevents it from taking part of any activity that involves such occasions. Moreover, 

the BDD pointed out that throughout the company’s operational years in the ME and in 

Lebanon, it has not witnessed any act of suspiciousness regarding corruption and/or nepotism 

and therefore, rejects the company’s involvement and awareness of such ongoing acts. 

Concluding, the BDD considers that the main purpose of entering a new market is to do 

business and eventually making profit, regardless of the challenges which can be managed 

with experience. 
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4.2.6 Case Company 8: Anonymous 

4.2.6.1 Introduction 

The case company is a Saudi enterprise; a leading organizer of trade fairs and public events in 

Saudi Arabia and one of the Middle East’s leading trade and marketing groups. The company 

is a diverse holding of companies, operating in 7 Middle East countries (Qatar, KSA, 

Lebanon, Jordan, Iraq, UAE and Egypt) and China, with business contacts throughout the 

world, for more than 33 years. The company has been operating in Lebanon for over 20 years 

till now. 

 

The interview was conducted with the company’s CDD, who has 20 years of experience 

heading the creative department and advertising division. The CDD explains that the 

company’s choice of operating in Lebanon is a result of several factors. Most importantly, the 

company’s events in Lebanon are basically related to promoting construction and real estate, 

and for nearly 6 years Lebanon has witnessed booming property activity, with an 

unprecedented growth in prices. Therefore, the construction and real estate sector in Lebanon 

remains a safe haven for investment. Thus, the residential markets in Lebanon continue to 

thrive, leading to rise in demand for supplies and permits which gives the company a solid 

ground for our events and continuity. Lebanon is basically considered the startup or training 

country to each foreign company considering expanding in the ME records the CDD. 

 

4.2.6.2 Political Instability 

Political instability in the region and frequently in Lebanon sometimes affects the business 

denotes the CDD. For example, an event might be cancelled, which is definitely a loss for the 

company, and sometimes we the company had to freeze already set strategies.  Fortunately, 

the company is able to manage that through backup plans and strategies based on risk 

management schemes for each operational market. Also, counting on the company’s 

reputation in the market, the CDD explains that they consider themselves successful 

throughout those years of experience by building relationships of trust with clients, key 

business leaders, governments and international trade bodies. 

 

4.2.6.3 Economic and Financial Constraints 

According to the CDD, the company did experience economic and financial constraints in 

Lebanon especially in the year 2006, during the Israeli War on Lebanon. The company then 

shifted its events more to UAE and Qatar to cover the losses in Lebanon and had to increase 
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the number of events from 3 per year to 6 per year; not to mention the downsizing of very few 

business units. 

 

4.2.6.4 Cultural Differences 

The diversity in Lebanon built a solid ground to the company’s vision and mission explains 

the CDD. That is why, the company didn’t face any cultural differences within its 

organization with Lebanon, It was a challenging approach to introduce a variety of solutions 

to a wider audience in one country, which also applied to the case of Dubai and Qatar later on 

as the company expanded its scope of work there. As a result, after years of experience and 

presence in Lebanon, the company has not witnessed any cultural differences or shocks in 

Lebanon.  

 

4.2.6.5 Corruption and Nepotism 

The CDD argues that corruption in Lebanon is not common within MNCs work scope and 

activities. Even if it is present in the country as a whole, most MNCs disregard it and stand 

strictly by their code of conduct. 

 

4.2.7 Case Company 9: Nestlé 

4.2.7.1 Introduction 

Nestlé Middle East’s heritage goes back 81 years to 1934 when the first import operation was 

set up in Lebanon. Nestlé’s headquarter in Dubai oversees the management of 13 countries in 

the Middle East. Today, Nestlé Middle East owns and operates 18 factories and provides 

direct employment to more than 10,000 people and indirect employment to several thousand 

more. Nestlé’s portfolio in the region currently exceeds 60 innovative products in a wide 

range of categories: dairy products and infant nutrition, bottled water, chocolate and 

confectionery, coffee, creamers, breakfast cereals, and culinary products, among others. 

Nestlé Nido, NAN, Maggi, Nescafé, Kit Kat, Coffeemate, Cerelac, Nestlé Pure Life and 

Nestlé Fitness are just some of the brands available in the Middle East. 

 

The interview was conducted with the company’s General Business Manager (GBM) 

Yasmine Berbir who has more than ten years’ experience working at Nestlé Middle East. In 

her current position, the GBM is responsible for leading and inspiring the team in the 
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operating company to deliver goals and objectives; representing Nestlé Middle East in 

Lebanon; and building ties with local authorities. 

 

4.2.7.2 Political Instability 

According to the GBM, the Middle East region as a whole means growth, future potentials, 

talent and innovation. It also means doing unusual business rather than the usual business 

explains the GBM. That is due to the difficult fact of being able to predict what tomorrow can 

hide, especially in a region like the ME. As for Lebanon, the GBM explains that political 

instability in Lebanon is not something new, for instability in the country has been present 

ever since the company started operations there 81 years ago. 

 

However, the company has been able through various challenging times to manage the 

instability and political turmoil in the country by possessing strong adaptation skills. Also, the 

company was able throughout all of its operational years in Lebanon to understand the market 

thoroughly. This helped Nestlé to become aware from prior experiences in of all different 

instabilities that might happen in Lebanon. 

 

Moreover, the GBM explained that the company’s vision and faith in Lebanon as a market 

thrived the management to create a ‘shared value’, or what other companies call Corporate 

Social Responsibility. This approach, along with a successful distribution technique has 

helped the company by shared work and responsibility to overcome any political instability 

that might erupt in the country. 

 

4.2.7.3 Economic and Financial Constraints 

Lebanon is witnessing hard times in terms of political instability and deadlock along with the 

regional effect which are constraining the economic prosperity and investors’ or consumers’ 

confidence, explains the GBM. This impacted all sectors like retail, real estate, hospitality, 

tourism and FMCGs which is the company’s main arena. The situation is sometimes fragile 

and we need to be precautious which could slow down the pace of sales or deliveries to some 

territories. The market dynamics though challenging yet make us more creative in crafting 

new means to fulfil our commercial and operational ambitions. But in general, the economic 

situation in Lebanon is considered more flexible than in other regional markets due to the 

economy’s openness and free-trade system. 
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4.2.7.4 Cultural Differences 

Nestlé is a Swiss company founded on strong values and principles. These values can be 

summarized in one word, which is respect, argues the GBM. Respect for one another, respect 

for the environment, respect for the consumers, customers and stakeholders. At Nestlé, the 

common culture is embracing diversity internally and externally and that can only happen 

through the act of inclusion. The GBM states that the company believes that diverse teams, 

when being inclusive, are the most productive and innovative. That is why the company 

ensures the implications of some morals such as diverse age, skill sets, world views, gender 

and personalities to ensure collectiveness and righteousness. 

 

In the company’s relationship with the government and stakeholder, the basis of everything 

done is compliance. Compliance for Nestlé is non-negotiable and core to its values. While 

sometime in Lebanon there is a difference in implementing decrees, laws and regulations, 

which also change a lot as governments change, the GBM explains that the management 

always chooses the harder right, than the easier wrong. 

 

4.2.7.5 Corruption and Nepotism 

When working with the suppliers and service providers, the GBM emphasizes on the strong 

abidance with the strong code of business conduct and discipline that extends the firm’s 

strong values of compliance and work ethics to everyone dealt with externally. The company 

also follows a “Tell Us” option on its website where someone can report a non-compliant 

behaviour that they could witness. 

 

4.3 Empirical Findings Illustration 

Table 16 demonstrates the results of the interviews executed in the empirical part. It shows 

the variety of answers to each of our main topics’ questions regarding the market challenges 

that MNCs face in Lebanon and/or the ME region. The types of challenges illustrated in the 

table are denoted as follows: Political Instability (PI), Economic and Financial Constraints 

(EFC), Cultural Differences (CD) and Corruption and Nepotism (CN). The table aims to 

summarize all the answers collected from the twelve interviews for simplifying the discussion 

and analysis process. 

 

 

 



56 
 

Table 16. Empirical Findings Illustration. 

 Challenges 

Company Interview Market PI EFC CD CN 

1 1 ME X X X X 

2 2 ME X X X X 

3 3 Lebanon X    

4 Lebanon X    

4 5 Lebanon X    

6 Lebanon X    

7 Lebanon X    

5 8 Lebanon X X   

6 9 Lebanon X    

10 Lebanon X    

7 11 Lebanon X    

8 12 Lebanon X X   

9 13 Lebanon X X   

Source: Own construction. 

 

The illustrated empirical findings show that MNCs in the Middle East area are faced with all 

four market challenges. Whereas, the enterprises operating in the Lebanese market only state 

Political Instability as a joint market challenge. Companies 5, 8 and 9 are also faced with 

Economic and Financial Constraints. Cultural Differences and Corruption & Nepotism are 

not named by any of the companies interviewed which specifically operate in Lebanon.  
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5 Analysis 

This chapter aims to present the different themes arrived at by combining the constructs of the 

theoretical framework and analyzing the collected data. The four major challenges that are 

focused in the theory chapter are linked to the findings to resemble the strength and relevance 

of the empirical body. 

 

5.1 Introduction 

The theoretical framework of this study focused on shedding lights on four market challenges 

that MNCs encounter in frontier markets. The literature of this research has shown that these 

attempted four market challenges are considered to be the most important ones in the eyes of 

the MNCs willing to expand overseas. Thus, the purpose of the empirical part was to establish 

results that either validate or contradict these theories. Consequently, the describing features 

relating to the four market challenges constructed in the theory chapter and the research’s 

conceptual framework are developed in Table 17 based on the supporting evidence for each 

construct and interrelationships between the constructs of the framework. 

 

Table 17. Summary of the Evidence for the Theoretical Constructs. 

Constructs Data Sources Evidence 

 

Political Instability 

 

 

 

Interviews 

Data Observations 

Documents 

Literature 

Highly present 

Disturbs business operations 

Unmanageable 

 

Economic & Financial 

Constraints 

Present at discontinuous intervals 

Little to minor effect on business 

Most MNCs are financially backed up from 

their upper management 

 

Cultural Differences 

No differences were recorded 

Shared cultural behavior with the government 

and local society 

Synergy rather than conflicts 

 

Corruption & Nepotism 

Operate on a high corporate level 

Complete avoidance by abiding by the 

company’s conduct and ethics 

Source: Own construction. 
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5.2 Political Instability 

The findings show that all the MNCs have faced political and security risks during their 

operations in Lebanon, leading to a discontinuous disruption of their business stream in the 

country. As Goodnow (1985) and Luo (2002) argue, political instability is one of the main 

sources of discouragement for investors willing to invest in international markets. The 

findings also show that most of the MNCs operating in Lebanon have debated that the 

political and geopolitical tensions currently happening in the country and in the ME region in 

general have caused them to reformulate and amend their operational strategy in Lebanon in 

order to cope with the present scenario. Analyzing the findings, the reasons why most 

companies have encountered political instability in Lebanon and eventually affected their 

workflow are: (1) the disrupted events are occurring in the ME region in general and their 

aftermath on the Lebanese scene; (2) multinationals are not willing to take any risks and 

opening new businesses in the country; (3) companies are unable to predict and to plan long-

term business goals due to the political situation and thus are downgrading their ability to 

operate constructively; (4) disconnection in the trade movement between Lebanon and Syria 

due to the ongoing civil war in Syria, forcing all trade activities to end. Alongside, the 

findings demonstrate that none of the companies was deliberately shut down as a result of the 

political instability in the country. 

 

When investigating the effects of political instability on businesses, Fatehi-Sedeh & Safizadeh 

(1989) argue that symptoms of political instability such as riots, strikes, assassinations etc. 

might be the main concern for MNCs thinking to expand abroad. This has been disapproved 

by the findings that show that none of those reasons were the main causes for the companies’ 

disturbance from the situation in Lebanon. The main motives behind the political instability in 

Lebanon according to the MNCs are regional factors and not local ones. Lebanon’s 

attachment to regional agendas that are drawing the ME’s political future has weakened the 

country and kept it hopeless in front of the greater ruling powers that are controlling the 

political scene in the region. This has also been confirmed by reports mentioned in the 

theoretical framework that talk about the weakening of the Lebanese GDP due to the adverse 

influence of internal political uncertainty on private consumption and investment; but also 

because of the civil war in Syria and the huge influx of refugees (A.M. Best Country Risk 

Report, 2014; Coface, 2015). 
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The influx of the Syrian refugees on the other hand is a result of the political uncertainty that 

is happening in Lebanon and Syria at the moment. However, Company 3 did not consider this 

issue to be a main problem for its business operations. The findings from Company 3 being 

part of the service sector and the leading telecommunication firm in Lebanon, have shown 

that business growth rates have increased post influx and that is because of the increased 

demand in mobile networks subscriptions from the Syrians. This contradicts the findings from 

Company 8 (also part of the service sector) which was not positively affected by the political 

instability in the country. The findings show that the company’s event planning business had 

been constantly shut down in times of political insecurity and tensions. 

 

To some extent, the findings show that MNCs are able to manage the aftermath of political 

instability in Lebanon, but not overcome it. Academic findings such as Hood & Nawaz (2004) 

approve by mentioning that MNCs have the ability to manage political instability to some 

extent in a host market by restructuring their strategies, without completely demolishing the 

threat. But at the same time it is impossible to overcome the situation fully since the decision 

has to be made regionally. Some MNCs also stated that despite the limited political turmoil in 

Lebanon, the decision to operate in Lebanon was in its right place due to the fact that the 

openness and market potentials present in the country are considerably higher than deciding 

not to operate at all. Park & Flores (2000) point out that the uncertainties towards politically 

disturbed markets cause investors to raise skeptics when investing in them. The findings do 

not show total compliance with such argument, where all the companies stated that the 

decision to operate and invest in Lebanon was in its right place despite some political risks. 

The MNCs claimed that Lebanon is believed to be the talents reservoir of the region, 

supporting the overall business growth of several enterprises operating in the ME region by 

exporting talented, highly knowledgeable and equipped business intellectuals to these 

countries. 

 

Furthermore, political instability in the ME region is a great threat to the ongoing business 

operations. Such scenario has been discussed for instance by Kobrin (1979) who states that 

MNCs willing to expand businesses abroad are exposed with high political risk in several 

forms, leading the firm to review its expansion decision. Hood & Nawaz (2004) on the other 

hand explain that firms wishing to operate in foreign markets must successfully predefine 

their operational markets in order to avoid situations of insecurity and disturbance. However, 

political instability in the region is not spread everywhere, but only in some areas. Thus, when 
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analyzing the findings, business operations in the ME are highly affected by the current 

political events; some markets in the region are still highly moist for future investments. 

 

Despite the political turbulence in Lebanon and the ME, scholars such as Kavoossi (2000) and 

Pack & Nowland (2004) point out that the ME region is still witnessing high international 

business activities and were successful in attracting foreign investors in an attempt to 

industrialize the region. Finally, all companies agreed that having a backup plan to avoid 

losses and conducting extensive market research of the host country (Vrontis & Pavlou, 2008; 

Mooi & Sarstedt, 2011) are the tools to manage political instability, but not overcome it. 

 

5.3 Economic and Financial Constraints 

It is unquestionable that MNCs wishing to operate in host countries are subject to economic 

constraints that could affect their businesses negatively. This has also been proven by scholars 

such as Kahn (2005); Dabla-Norris & Inchauste (2007); Butler (2012), etc. who argued that 

financial constraints in foreign markets and specifically in emerging markets can lead to a 

discouragement among foreign investors. This hypothesis however did not seem to fully 

comply with the case of Lebanon. The findings show that 9 out of the 10 investigated 

companies operating in Lebanon explained that they have never experienced any financial 

constraints or direct economic hits throughout their presence in Lebanon. 

 

According to the findings, the reasons behind not countering major financial constraints in 

Lebanon are: (1) the fact that Lebanon is considered as an open market economy with 

openness to trade in goods and services; (2) the absence of control on capital flows; (3) the 

liberality of economic policies; and (4) a regulatory environment related to banking secrecy 

(El-Erian, 1995). The attractiveness of the Lebanese market as a distinguished market in the 

region is also a reason why the MNCs wish to operate in the country. Also, some of these 

MNCs have considered Beirut to be their regional hub for the other markets they operate in. 

The reason behind that are several; some are the lack of any cultural differences between the 

firms and the local culture, the geographic location of Lebanon as a meeting point between 

Asia, Europe and Africa and the flexibility of the economic system of the country. 

 

Focusing on the last point, the findings show that most of the MNCs wishing to operate 

abroad are more interested in the financial challenges they might be facing in the potential 

host country, rather than the other challenges which come later. That is because, according to 
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the findings, foreign companies look for a financial-friendly market where all transactions can 

be executed without any constraints, barriers, fair and moderate taxation system and more. 

These traits are present in the Lebanese economical system (Moody’s, 2013) and especially in 

the banking sector, with an annual steady increase in foreign deposits. 

 

However, the findings on economic and financial constraints do not seem to fully match with 

what has been found in the literature of this research. Nine out of the ten operating companies 

in Lebanon did not show any sign of damage from the Lebanese financial sector. On the 

contrary, all of the results showed that the sector is considered to be the best in the region. 

But, what was found in the literature disapproves to some extent these findings. Coface 

(2015), A.M. Best Country Risk Report (2014) and Moody’s (2013) clearly stressed out on 

the high financial and credit risks present in Lebanon. The financial strength of the Lebanese 

government was ranked low in relative to other countries in the region, accumulating very 

high debts and fiscal deficits (Moody’s, 2013). Moreover, Lebanon’s classification as a 

country with high rates of catastrophic household spending (Xu et al., 2003) is not a sign of 

economic advancement; but a sign of aggregate economic vulnerability. 

 

The case companies did not seem to be influenced by Lebanon’s high financial risks mainly 

because their financial involvement in Lebanon is restricted with the banking sector and are 

not directly affected or concerned with other variables. The relation with the banking sector 

has been beneficial for the MNCs and free of any financial barriers that could jeopardize the 

companies’ business. The findings showed the MNCs’ satisfaction with the Lebanese banking 

system and its various facilities it has offered to encourage foreign investments. Lebanon’s 

banks remain well capitalized, liquid and profitable according to Coface (2015), which helped 

the MNCs to operate flawlessly and without any obstacles. 

 

However, in comparison to the economic and financial situation in other markets in the ME 

region, the findings from the two companies operating in the ME but not in Lebanon show 

that the financial risks MNCs are facing in such markets are higher. The findings argue that 

the economic situation in the region is not any better than the political one. Factors such as: 

(1) the international ban on Syria and Iran and the aftermath it has caused on trade 

distributions; (2) delay in crediting payments; (3) lack of cash flow for distributors; (4) strict 

economic laws; (5) trade barriers; (6) complexity of the taxation systems; and (7) the decrease 

in FDI influx in the region have all helped in building a solid wall in front of the MNCs’ 
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financial activities. Such barriers convinced the MNCs to specifically allocate their desired 

markets of operations in the region based on the flexibility and ease of the financial structures 

of these markets. Furthermore, the findings on the economic and financial constraints in the 

ME showed the development of some financial markets over the others. For instance, the 

findings from Company 1 showed that the financial system in the Arab Gulf area is flexible 

when it comes to cash transactions and payment methods. This is due to the country’s flexible 

taxation system along with dependence on the country’s wealth and richness according to 

Company 1. 

 

The findings show that both the Lebanese and ME financial markets in general are based on 

local establishments between the MNC and the local environment of the country. Even though 

most MNCs stated clearly that they have not been affected by any major financial constraints 

while operating in Lebanon, the findings from the two companies operating in the ME also 

explain that the constraints that they have faced cannot be generalized to all the other markets 

they operate in. The findings from Company 1 that stated on the fact that the level of 

economic and financial constraints is strictly dependent on the country’s financial system is 

applicable on Lebanon, being part of the ME region. Lebanon’s financial system is one of the 

systems that Companies 1 and 2 spoke about where there are minimal trade barriers, 

economic constraints, moderate economic policies and a strong banking system. This has 

created an encouragement incentive for multinationals wishing to operate in the ME region to 

consider Lebanon or any other host market that is characterized with market openness and 

economic elasticity. 

 

5.4 Cultural Differences 

While investigating the cultural differences that MNCs face in host markets, it was shown that 

the differences vary from a country to another and are not to be standardized. Corporations 

work on bringing together people from diverse backgrounds into a unified cultural 

environment (Daniels et al., 2013). This was validated in the findings of this research where 

the investigated MNCs do operate globally (Welch & Luostarinen, 1988) and show a great 

scale of work diversity. However, findings also showed that all of the interviewees this 

research interviewed (BDM, MRD, CDD, etc.) are locals and also the majority of the 

operating labor forces in these MNCs are also locals. This does not reject the fact that there 

might be expatriates employed in these companies; but not on the level of the interviewees. 
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Findings from all the case companies show the diverse background of their employees based 

on their gender, age, ethnicity, religion, profession or political party membership (Daniels et 

al., 2013); neglecting a diversity in nationality. On the other hand, findings from the case 

companies operating in Lebanon showed compliance with what was presented earlier in the 

theoretical framework. That is, doing business abroad requires cultural understanding and 

methods to manage cultural differences in the attempt of building trust and networks 

(Hakansson & Snehota, 2000; Ford, 2004; Madhok, 2006; Fregidou-Malama & Hyder, 2015). 

The interviewees agreed that their two most important goals when dealing with cultural issues 

in Lebanon were working on building trust between the different parties (employees, 

authorities, suppliers etc.) and expanding the companies’ network of contacts in order to gain 

establish partnerships in the country. 

 

When investigating the cultural differences in the ME region, the academic literature reveals a 

highly diverse region in terms of languages, ethnicities, religions, political and economic 

systems (Budhwar & Mellahi 2007; Hutchings et al., 2010; Mellahi et al., 2011). This has 

been approved by the findings from the case companies operating in Lebanon, where all the 

results indicated a highly diverse Lebanese society and its capability to absorb and employ 

staff from different religions, political backgrounds, professions and even foreign nationalities 

(Antonucci et al., 2014). Also, evidence from these companies showed the strong reliance on 

partnerships, resource sharing and relationship ties (Barakat, 1976; Khalaf, 2001; Joseph, 

2011). For example, Company 7 explains that the simplest business activity done in Lebanon 

is most of the times based on personal knowledge of the counter individual, prior business 

relations and trust. Company 7 argues that opening a corporate bank account in Lebanon is 

simply done with the same bank(s) that members of the company’s management personally 

deal with. By doing so, a long term relation between the bank and the company has been 

established, whereby the company is treated by the bank the same way as if it was the 

manager’s personal account, explains Company 7. 

 

Also, within the investigated Lebanese-operating companies, results demonstrate that no 

cultural differences were detected. The findings argued that given that Lebanon’s cultural 

background is amended from the French culture since Independence in 1943, the lifestyle of 

the Lebanese society is seen as the most “westernized” in the region. Therefore, when foreign 

companies, especially European, wish to operate in Lebanon, the cultural gap is the least of 

their concerns, according to most of the interviewees. Another reason, in reference to the case 
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companies, is the fact that Lebanese society is a trilingual society, speaking Arabic, English 

and French each on a different, yet high calipered scale of proficiency. Company 5 explains 

that sometimes the difference in language can be labeled as the “toughest” constitute of the 

cultural differences. Moreover, English being the most commonly used business language in 

the world argues Company 4 is taught and professionalized in Lebanese curriculums as a 

second language (after Arabic) in parallel to French. Thus, communication barriers are 

brought down, creating a comfortable and culturally standard work environment. 

 

However, when investigating with the two case companies that operate regionally but not in 

Lebanon, findings showed opposition from the findings attained from the MNCs operating in 

Lebanon. The results showed a severity of cultural differences between local cultures and the 

companies, especially in the GCC market. This complies with what has been mentioned in the 

academic literature that due to the region’s diverse culture, generalizations can be burdensome 

(Afiouni et al., 2013). This means that what is applied in Lebanon in terms of zero cultural 

differences cannot, or is hard to be applied in other countries; and vice versa. Findings from 

Company 2 talk about the wide cultural gap between the company and a GCC local market, 

where according to the interviewee, there exists an “unstable” relation between the locals and 

the Indian labor force in the country. This has created several problems with regional 

distributors and is due to the unacceptance of other cultures when doing business, according 

to Company 2. 

 

Nevertheless, the findings from the ME-operating companies also emphasize on the 

importance of building trust and network in order to maintain a successful business 

performance, fulfilling the academic literature (Hakansson & Snehota, 2000; Fregidou-

Malama & Hyder, 2015; Ford, 2004; Madhok, 2006). As in Lebanon, interpersonal relations 

in doing business in other ME markets is highly dependent on the informal way of doing 

business such as the prior and personal knowledge of the opposite person. 

 

5.5 Corruption and Nepotism 

When it comes to corruption and nepotism, the empirical findings came opposing to what was 

expected and to the academic literature. Farida & Ahmadi-Esfahani (2008) argue that 

corruption and nepotism are major threats to a country’s economic growth. They also help in 

reducing efficiency in the public and private sectors (Farida & Ahmadi-Esfahani, 2008). 

Moreover, Wickberg’s (2012) classification of corruption as a widespread issue in societies 
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was taken as a noteworthy factor while conducting the interviews. Correspondingly, Zahra’s 

(2011) data evaluation on the level of corruption in the ME provided the researchers of this 

study with a preliminary background on what kind of findings to expect from the interviews. 

None of the 12 case companies (both; Lebanon and ME operational companies) recognized 

their direct knowledge of the presence of high corruption rates in their host markets or in their 

business activities. Against the literature which labeled the Lebanese system as one of the 

highest ME countries in corruption (Zahra, 2011; Bertelsmann Foundation, 2014; 

Transparency International, 2014), the findings do not show any impact of corporate 

corruption present on the investigated companies. 

 

This can be interpreted by the fact that MNCs follow an ethical, strict code of conduct, 

preventing the staff from any kind of such immoral act that would only harm the company’s 

credibility and reputation. Moreover, the companies did not neglect the fact the their host ME 

countries (Lebanon included) are indeed corrupt; they explained that as a result of following 

each of their rules and regulations, they have not encountered any act of such kind. Company 

4 explains that the management follows a harsh behavioral system with any of its employees 

involved in bribery, corruption or any other kind of such act. Companies 1 and 2 however 

explain that it is not possible to generalize and standardize the level of corruption among all 

ME countries. This is true and validates the literature (Zahra, 2011). But also, it is up to the 

firms themselves to rightfully manage and avoid corruption in ME markets, explains 

Company 1. 

 

This could be done by implementing internal laws that can spread awareness among staff 

members on the danger of involving in any similar act. It can also be managed by pursuing 

local authorities to implement rules and regulations that would aim to decrease lack of 

transparency by pointing out on the hard consequences that could result from being involved 

in such acts. Additionally, when asking the MNCs operating in Lebanon if they were victims 

of bribery in perceiving work contracts in Lebanon, the results were no. But, Wickberg (2012) 

mentions that according to Transparency International (2013), 97.7% of companies operating 

in Lebanon had or were expected to pay a bribe in order to perceive a government contract. 

 

In conclusion, all investigated companies argued that even though most of the ME 

administrative regimes are subject to high levels of corruptions, it is not rightful to generalize 

to every country in the region. Also, the companies explained that their staff members, 
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whether locals or foreigners, are all precise in not being involved in any of such acts or 

behaviors. 

 

5.6 Theoretical Compliance 

As seen, some of the findings from the empirical part came in various degrees of compliance 

with the theoretical background of this study. The researchers of this study expected such 

variation between the findings and the theoretical framework in advance given the diversity of 

the investigated industries and their operations in the ME or in Lebanon. As a result, some of 

the findings discussing the market challenges showed full compliance with what had been 

mentioned in the theory chapter, while others did not; allowing constructive analysis and 

interpretation. On the other hand, the ascertained inconsistencies between the academic 

literature and the findings leave space for future recommendations and suggestions. 

 

Table 18 demonstrates the compliancy correspondence between the final findings and the 

academic literature researched for both markets, Lebanon and the ME. The purpose is to 

summarize the analysis part by focusing on the extent of compliance between what has been 

found from the investigations and what has been said by scholars and authors. 

 

Table 18. Compliance Illustration between Findings and Literature. 

Challenges Market Primarily used 

Studies 

Compliance 

with 

Literature ME Lebanon 

Political 

Instability 

- High presence of political  

instability in the region 

- Affects business 

operations 

- Manageable/Avoidable 

- High presence of political 

turmoil and general 

insecurity 

- Businesses are affected 

directly or indirectly 

- Manageable/Avoidable 

Kobrin (1979) 

Fatehi-Sedeh & 

Safizadeh (1989) 

Hood & Nawaz 

(2004) 

 

Yes 

Economic & 

Financial 

Constraints 

- Present but not in all 

countries 

- Difficulties in receiving 

payments 

- Minimal tax barriers 

difficulties 

- Rarely present 

- Openness of the economy 

- No trade barriers 

Kahn (2005) 

Dabla-Norris & 

Inchauste (2007) 

Butler (2012) 

 

Yes 
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Cultural 

Differences 

- Present in most of ME 

countries 

- Indirectly affects 

business 

- Acts as a gap in front of 

companies 

- Diverse society 

- Adopting western culture 

in most of the business 

environments 

- No cultural differences 

Welch & 

Luostarinen 

(1989) 

Mellahi et al. 

(2011) 

Joseph (2011) 

Daniels et al. 

(2013) 

 

Yes 

Corruption 

& Nepotism 

- Have not been aware or 

involved in any acts of 

corruption or nepotism 

- Have not been aware or 

involved in any acts of 

corruption or nepotism 

Farida & Ahmadi-

Esfahani (2008) 

Zahra (2011) 

Wickberg (2012) 

 

No 

Source: Own construction. 
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6 Conclusion 

In this final chapter the outcomes and findings of the study are concluded. Furthermore, 

answers to the research questions are provided. Subsequently, the implications and 

limitations of the study are discussed along with suggestions for future research. 

 

6.1 Results 

Against the background of two research questions formulated, this study provides new 

insights and perspectives about market challenges MNCs face in frontier markets and 

specifically in the Lebanese market. The two research questions are answered and discussed 

based on the literature review and the empirical findings. Moreover, the elaborated conceptual 

framework represents a guideline to illustrate the structure and outcomes of the study. 

 

The literature research has shown that companies all over the world face a growing 

international competition. To remain competitive, corporations increasingly follow 

internationalization strategies and expand their operations into new markets. When expanding 

abroad, firms obtain access to new markets, product ideas, technologies and innovations. 

Simultaneously, these opportunities often go hand in hand with various risks and challenges. 

The authors identified and investigated market challenges in frontier markets. This 

subcategory of emerging markets promises greater chances but also risks. This study mainly 

focused on the market challenges MNCs face when operating in the Lebanese market. 

Therefore, a qualitative approach with nine different case companies of various industries was 

applied. 

 

The first research question formulated was: “What are the main market challenges MNCs 

operating in Frontier Markets face?”. The literature review has revealed that frontier markets 

bear several market challenges. In this study four categories of market challenges were 

applied and investigated based on interviews with case companies: (1) Political Instability; (2) 

Economic & Financial Constraints; (3) Corruption & Nepotism; and (4) Cultural Differences. 

 

When evaluating the results of the companies operating in the Lebanese market (case 

companies 3 to 9), all of them confirmed that the country’s Political Instability affects their 

business operations, albeit to different extents. Whereas, Cultural Differences do not affect 

the operations of any of the investigated companies. Also Corruption & Nepotism are not 
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stated as market challenge for any of the enterprises. Only Economic & Financial Constraints 

are named by three MNCs interviewed. 

 

Whereas, the two corporations with operations in large parts of the ME region (case 

companies 1 and 2) stated that all four predefined market challenges occur and affect their 

business operations. However, these findings only describe the general circumstances in the 

area and are not applicable to the Lebanese market in specific. Nonetheless, these two firms 

provided a reference point that MNCs operating in the region are faced with the majority of 

market challenges identified during the literature review. 

 

The second research question formulated was: “To what extent are the market challenges 

faced in Frontier Markets manageable?”. The investigated enterprises confirmed that if they 

were faced with market challenges they were all manageable. None of the companies was 

affected by market challenges to a degree where the management decided to cut back or even 

close their operations in the region. 

 

In conclusion, MNCs are faced with market challenges when operating in frontier markets. 

Especially the ME region is one of the most altering areas worldwide. Nonetheless, MNCs 

still operate in the region and even expand their operations (Mellahi et al., 2011). Regarding 

the Lebanese market, the study’s findings imply that the country’s Political Instability seems 

to be the most present challenge for MNCs. Cultural Differences and Economic & Financial 

Constraints were not considered as market challenges for any of the corporations investigated. 

However, the country is an attractive location for international corporations since market 

challenges are manageable. 

 

6.2 Theoretical Implications 

While conducting this study it became clear that the entire ME region is more than ever faced 

with radical changes. Thus, it is a remarkable area for current and future market research 

claiming for a unique solution. 

The elaborated conceptual framework provides a theoretical model which is applicable to a 

variety of other countries. The framework elucidates the structure of this study and is 

customized to frontier markets but it can be easily amended to a set of emerging or developed 

markets. The authors elaborated their own model because theoretical models about market 

challenges are available in the academic literature. But they are not customized to frontier 
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markets and do not contain the four market challenges chosen according to the findings in the 

literature. 

However, the critical reflection on the study has revealed that the results cannot be 

generalized. Additionally, some findings were contrary to previously conducted research. 

According to the Transparency International Corruption Perceptions Index most parts of the 

ME are ranked as the most corrupt countries in the world. But the empirical findings did not 

confirm this assertion. The predefined market challenge Corruption & Nepotism did not affect 

the business operations of the companies investigated. Therefore, further investigations in this 

domain would be compelling. 

Also other potential market challenges, Cultural Differences, did not affect the corporations’ 

business operations. This circumstance is potentially allegeable with the research focus on 

multinational corporations with a diverse labor force. SMEs might experience cultural 

differences when they decide to internationalize and start operations in frontier markets. 

 

6.3 Managerial Implications 

This study with its research scope on frontier markets and especially Lebanon is unique. So 

far, mainly emerging markets and particularly the BRIC countries were investigated in peer-

reviewed journals. This work provides a state-of-the-art outline about market challenges of 

the Lebanese market. An attractive market which has obtained less attention in the academic 

research yet. Therefore, the study’s findings could only be compared with other studies to a 

limited extend. Multinational corporations that are already operating in the country or firms 

that are considering to do business in the ME area can use this study as guide with valuable 

information about the market conditions in Lebanon. It provides a market overview through 

various enterprises and industries with indications to what extent each challenge may occur. 

Thus, international companies are now better informed and prepared for uncertainties which 

go hand in hand with new market penetrations. 

The study has shown that enterprises operating in the ME area are faced with a variety of 

market challenges. Whereas, the investigations about the Lebanese market have revealed that 

this specific country bears market challenges that are less dominant compared to those of its 

neighboring countries. The MNCs researched stated the country’s Political Instability as the 

main challenge when doing business. However, all market challenges were manageable and 

none of the enterprises saw its business affected to a degree where drastic steps would have 

been required. Therefore, Lebanon appears as an attractive option for international companies 

operating in the region or for those planning to start a business in the Middle East. 
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6.4 Critical Reflection and Limitations 

Upon using the results from this study, there are limitations which have to be taken into 

consideration. 

First, this study used a qualitative approach, i.e. only a limited amount of companies was 

investigated. Although the variety of industries might provide an appropriate overview of 

market challenges MNCs face when operating in Lebanon, the selection of enterprises mainly 

based on their willingness to participate in the study. 

Second, partially only one interviewee per firm was available. Nevertheless, to gather reliable 

information, all the persons interviewed were personally involved to their companies’ 

business operations in Lebanon. Furthermore, all interviewees held positions in their 

enterprise allowing them to assess market challenges and to answer the questionnaire from the 

firms’ perspective. 

Third, mainly due to the geographical distance to the researched country / area interviews 

were only possible via phone or email. In the case of email interviews, the answers received 

were limited to the questions formulated. Only phone interviews and the interview conducted 

face-to-face with Company 1 in the firm’s headquarter in Stockholm, Sweden, allowed further 

questions beyond the questionnaire. 

 

The authors ascertained that three of the four market challenges formulated and investigated 

revealed different answers from the case companies. Thus, it was possible to compare and 

summarize these findings. According to the gained results about Corruption & Nepotism it 

can be assumed that the enterprises investigated answered in accordance with the 

corporations’ guidelines. The answers obtained about this market challenge were rather brief 

and quite similar. Hence, when reflecting the study critically, it was difficult to draw concrete 

conclusions in this regard. 

 

Taking everything into account, the findings presented cannot be generalized, neither for 

other ME countries nor for frontier markets in general. The scope of this study is limited to 

one specific market, providing companies’ perceptions about various market challenges when 

operating in Lebanon. Rather, this study is an avenue for more extensive studies and future 

research. 
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6.5 Suggestions for Future Research 

After the critical reflection on this study, the authors of this work would like to suggest some 

areas for future research.  

In general, research about ‘frontier markets’ is limited so far. This recently introduced 

terminology categorizes a subset of countries which are too small and underdeveloped to be 

classified as ‘emerging markets’. Nonetheless, the majority of these ‘frontier markets’ is 

developing tremendously and their economies are growing faster than those of the ‘emerging 

markets’. Therefore, further research regarding ‘frontier markets’ is advisable, since these 

markets will attract greater attention from researchers as well as international investors some 

time soon. 

In addition, the ME area and the Lebanese market in specific were not in the researchers’ 

focus yet. Especially potential market challenges in this region were not investigated. 

Although, the ME area promises great investment opportunities, the region with its people and 

companies is faced with radical changes in various aspects. This study is limited to four 

categories of market challenges which were investigated from a MNCs perspective. Hence, 

additional classes such as the country’s infrastructure or the search for qualified employees 

could be added to the study. 

Furthermore, this study could be extended with a greater variety of investigated enterprises 

and industries. Plus, the research focus is exclusively on MNCs and could be prolonged to 

SMEs which might be faced with different market challenges.  
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Appendices 

 

Appendix I – Interview Questions Middle East 

 

Semi-structured Interview Questions as Part of a Qualitative Study 

Adnan Sardouk & Cedric Dorant 

MBA Thesis - University of Gävle, Sweden 

March 2015 

 

The following questions constitute the empirical part of the framework we will be using for 

our thesis research. The topic deals with discussing various challenges and opportunities 

multinational firms have encountered in the Middle East region, specifically in Lebanon. 

 

Question 1 

Please briefly introduce your company, yourself, your function in the organization and your 

years of experience in the company. 

 

Question 2 

How long have you been operating in the Middle East region? Which countries do you 

operate in? 

 

Question 3 

To what extent do you believe that political instability in the region in general has affected 

your business activities? How were you able to manage this? Kindly elaborate. 

 

Question 4 

Have you experienced any financial/economic constraints that affected your activities in your 

countries of operations? If yes, what are they and how were you able to overcome them? 

 

Question 5 

Against your firm’s original nationality, to what extent have you experienced cultural 

differences within your organization, the host government and the country in general? 

 

Question 6 – If the company operates in Lebanon 

Why did your company decide to operate in Lebanon despite its comparably small market 

scope? 
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Appendix II – Interview Questions Lebanon 

 

Semi-structured Interview Questions as Part of a Qualitative Study 

Adnan Sardouk & Cedric Dorant 

MBA Thesis - University of Gävle, Sweden 

March 2015 

 

The following questions constitute the empirical part of the framework we will be using for 

our thesis research. The topic deals with discussing various challenges and opportunities 

multinational firms have encountered in the Middle East region, specifically in Lebanon. 

 

Question 1 

Please briefly introduce your company, yourself, your function in the organization and your 

years of experience in the company. 

 

Question 2 

How long have you been operating in Lebanon? Do you operate in other Middle Eastern 

countries? 

 

Question 3 

To what extent do you believe that political instability in the region in general and specifically 

in Lebanon has affected your business activities? How were you able to manage this? Kindly 

elaborate. 

 

Question 4 

Have you experienced any financial/economic constraints that affected your operations in 

Lebanon? If yes, what are they and how were you able to overcome them? 

 

Question 5 

Against your firm’s original nationality, to what extent have you experienced cultural 

differences within your organization, the host government (Lebanese) and Lebanon in 

general? 

 

Question 6 

Why did your company decide to operate in Lebanon despite its comparably small market 

scope? 
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