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ABSTRACT

Global Value Chains have emerged as a vital developmental tool for de-
veloping countries like Lebanon. Participation in GVCs facilitates the
transfer of skills, knowledge, and innovation, which are essential for en-
hancing local industries and increasing wages, ultimately contributing to
poverty alleviation. However, these gains come with risks. Countries
may find themselves stuck at the bottom of the value chain, engaging in
low value-added activities. Over the past decade, Lebanon has experi-
enced a decline in its participation in GVCs, alongside a deterioration in
its development conditions, primarily due to several policy-related fac-
tors. A business-friendly environment, efficient public governance, and
GVC-oriented public policies focused on improving infrastructure qual-
ity, developing legal frameworks to combat corruption, and enhancing
environmental regulations are crucial for maximizing the benefits of
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GVC participation.

I. Introduction

Low- and middle-income economies have long been
ambitious about reaching high-income levels. However,
over the past decade, these economies have faced in-
creasingly constrained conditions, including rising debt
levels, growing protectionism in developed economies,
and mounting pressures to accelerate the energy tran-
sition (World Bank, 2024). These challenges have been
further amplified by the implications of the COVID-19
pandemic and the Russia-Ukraine war.

Despite recent challenges, Global Value Chains
(GVGs) have become a central feature of international
trade, economic development, and poverty alleviation.
GVCGCs are defined as the full range of activities that bring
a product from its conception to end use and beyond
(Lee et al,, 2011). Antras (2020) expands on this defi-
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nition by specifying that at least two activities within a
chain must be produced in different countries for it to
be identified as a Global Value Chain.

The World Trade Organization (2019) estimates
that two-thirds of world trade occurs through GVCs.
The expansion of GVCs has intensified the interdepen-
dence of production relationships, as these chains con-
sist of highly integrated production networks involving
multiple countries. Their structure enables firms to ex-
ploit the comparative advantage of different countries
by sourcing inputs from more cost-effective or special-
ized markets and exporting final products to global con-
sumers.

For developing economies like Lebanon, the po-
tential for poverty alleviation through participation in
GVCs is substantial. However, linking between GVCs
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and poverty alleviation is a complex task. On one
hand, GVCs provide access to global markets, which
can generate employment, stimulate economic growth,
and promote technological advancement. On the other
hand, participating in GVCs poses challenges, such as
the risk of labor exploitation, falling into low value-
added traps, and environmental degradation. There-
fore, the developmental impact of GVCs largely de-
pends on equitable governance, the adoption of sus-
tainable practices, and the implementation of proactive
policies.

Lebanon which was classified as an upper-middle in-
come economy according to the classification of the
World Bank in 2018, has now fallen to the lower-middle
income category. The erosion of Lebanon’s per capita
income resulted from the economic crisis that began
in 2019, driven by several factors, such as rising pub-
lic debt, poor governance, and widespread corruption.
For Lebanon, enhancing its participation to GVCs could
provide significant gains in terms of economic growth,
potentially raising incomes and reducing poverty.

In this commentary, we aim to highlight the role of
GVCs as a developmental tool for developing countries
while illustrating the challenges arising from this partic-
ipation. Furthermore, we seek to emphasize the ob-
stacles preventing Lebanon from improving its position
in these chains, thereby hindering its progress toward
achieving development goals, and propose crucial policy
recommendations to enhance its participation in GVCs.

2. GVCs as a Tool for Poverty Alleviation

GVCs have emerged as a vital tool for poverty allevi-
ation in developing economies, offering pathways for
economic integration, job creation, and enhanced pro-
ductivity. Participation in GVCs allows countries to
specialize in specific tasks or production stages, typi-
cally focusing on areas where they possess a compara-
tive advantage.

International institutions widely acknowledge the
role of GVCs in achieving sustainable development
goals, including poverty alleviation (United Nations
Conference on Trade and Development, 2013; World
Bank, 2020; World Trade Organization, 2019).

For developing countries, one of the most commonly
highlighted advantages of GVCs is their ability to stim-

ulate economic growth and generate employment op-
portunities through various mechanisms. The poten-
tial of GVCs lies in their capacity to connect develop-
ing countries — even those with limited resources — to
global markets, allowing them to specialize in specific
stages of production, where they have a comparative
advantage. Rather than targeting the entire value chain,
GVCs focus on one or more tasks within the chain.
This task specialization is particularly beneficial for de-
veloping countries as it enables them to specialize in
multiple tasks across various value chains, thereby in-
creasing their attractiveness to foreign direct invest-
ment (FDI). This participation often leads to job cre-
ation in labor-intensive sectors such as agriculture, tex-
tiles, and electronics assembly, which are crucial for
poverty reduction in regions suffering from high un-
employment. Countries like Vietnam and Cambodia,
have demonstrated a successful integration into global
textile and electronics value chains (United Nations
Conference on Trade and Development, 2013), while
Bangladesh has managed to integrate into global ap-
parel value chains, creating millions of jobs. Notably,
90% of the workers in the apparel sector in Bangladesh
are women (Al Mamun and Hoque, 2022). This exam-
ple highlights the fact that GVCs are not only a tool
for poverty reduction but also for empowering women
by granting them financial independence and a more
prominent role in society.

From this perspective, GVCs can be seen as a tool to
diversify exports and enhance resilience against volatil-
ity in the commodity market, a long-standing concern
for economists and policymakers. Therefore, in the
context of GVCs, imports should no longer be viewed
as a threat to the survival of local industries. En-
hancing imports to support better exports appears to
be a strategy that developing countries should prior-
itize. However, trade openness must primarily focus
on industries that specialize in tasks within global pro-
duction networks while preserving other competitive
industries. Moreover, the fragmentation of produc-
tion led by multinational firms creates opportunities for
firms, particularly Small and Medium Entreprises (SMEs)
in developing countries (Gereffi and Luo, 2014). By
sourcing from these countries, multinationals enable
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SMEs to participate in GVCs, providing them with ac-
cess to global markets. Linking local SMEs to multina-
tional firms fosters knowledge spillovers and technol-
ogy transfer, which contribute to skill development and
enhance competitiveness. This technological upgrading
is essential for SMEs to reduce their dependence on
low-value tasks, allowing them to move up the value
chain. The World Development Report (World Bank,
2020) indicates that the productivity of Ethiopian firms
participating in GVCs is more than twice as high as that
of comparable firms involved in traditional trade.

However, the ability to achieve industrial upgrading —
which involves moving up the value chain —and develop-
ment goals depends on several factors. First, the devel-
opment of export capacities. Second, the improvement
of services that promote knowledge diffusion and facili-
tate the transition to high value-added activities. Third,
the role of partnerships that strengthen the relation-
ship between the public and private sectors (Gereffi,
2015). Finally, the role of public institutions in estab-
lishing a favorable business environment, facilitating the
transfer of knowledge and technologies, and supporting
the development of local industries.

3. Value Trap and Environmental Impact of

GVCs
Despite the potential benefits that GVCs offer to devel-
oping countries, these gains are not automatic. Devel-
oping countries face significant challenges in translating
GVC participation into poverty alleviation.

One major issue is related to the governance of
GVGCs. Multinational firms typically control the high
value-added segments of the value chain, leaving smaller
firms to engage in low value-added segments. As a re-
sult, many of the jobs created in developing countries
are low-skilled, low-wage jobs, often characterized by
exploitative working conditions.

Furthermore, developing countries participating in
GVCs face the risk of “primarization”, which involves
specializing in primary activities rather than moving up
the value chain toward higher value-added activities.
More developed countries often control the highest
value-added tasks, while less developed countries may
remain stuck in low value-added activities, such as as-
sembly, or raw material extraction. This *“value trap”

might limit their ability to move to higher value-added
activities, thereby limiting their capacity to achieve sus-
tainable development. In such cases, poverty may be
exacerbated rather than reduced, as it prevents local
industries from building competitive advantages.

The social and environmental effects of GVCs are
crucial factors to consider in the context of poverty
alleviation. While GVCs play a significant role in so-
cial development, particularly through job creation,
these can also lead to labor exploitation and environ-
mental degradation, especially in developing countries
with weak regulatory frameworks (Ponte and Stur-
geon, 2014). The strategies of the developed countries
driven by cost-cutting practices and aimed at external-
izing environmental costs to developing countries, am-
plify these negative impacts. As a result, countries with
weak environmental regulations may experience envi-
ronmental degradation, undermining the potential of
GVCs to contribute to sustainable poverty alleviation.

Additionally, the environmental cost of GVCs is also
amplified by the growing more distant trade in interme-
diate products compared to traditional trade, leading
to higher CO2 emissions from transportation (World
Bank, 2020). For instance, CO2 emissions induced by
the participation of developing countries in GVCs have
doubled since 2001 (Xing et al., 2023).

Finally, the nature of GVCs makes countries increas-
ingly interdependent, exposing them to systemic risks
(Cattaneo et al., 2013). A shock, whether demand- or
supply-side, affecting one country, regardless of its po-
sition in the chain, can easily spread across all coun-
tries involved in the same value chain. Shocks like the
COVID-19 pandemic and the Russia-Ukraine war have
exacerbated existing vulnerabilities in GVCs (Baldwin
and Mauro, 2020). Even countries that are less directly
concerned by the latter have borne its impact on their
local economies.

4. Promoting Inclusive and Sustainable Partici-
pation

The increased interdependence requires a revision of
economic policies to account for the complexity of
these networks and all the consequences arising from
the expansion of GVCs.
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Today, policies must target tasks rather than prod-
ucts or the entire value chain. The decision-making
process must be based on an analysis and evaluation of
the gains and losses generated by participation. This
raises an essential question: Why have some devel-
oping countries experienced improvements in produc-
tivity and income levels through their participation in
GVCs, while others have not!?

The answer to this question goes beyond simply pro-
moting a dynamic private sector, as it is the public sec-
tor, through various policies, that ensures the develop-
ment of the private sector. In this context, it is crucial
that policies be tailored to fit the country’s compara-
tive advantages and resources. Thus, there is no uni-
versal policy; the appropriate policy is one that aims to
leverage the country’s comparative advantages, which
are not necessarily limited to industrial (manufacturing)
activities.

Therefore, public policies play a crucial role in foster-
ing a business-friendly environment that facilitates the
operation of local firms and subsequently attracts FDI,
which is regarded as a source of technological transfer.
These policies are primarily designed to ensure comple-
mentarity between imports and exports. Policymakers
should prioritize a strategy focused on importing “bet-
ter” in order to export “better”. The main priority
of these policies is to ensure that local economic ac-
tors have access to the intermediate goods they need
to meet the national productivity and competitiveness
standards. In this context, the choice of trade openness
should be viewed as a prerequisite for GVC participa-
tion. However, a choice of openness, not free trade —a
policy of systematic openness —must involve both trade
(goods and services) and investments (capital). Con-
sequently, trade openness can be seen as a source of
competitive advantage for nations. Their gains will be
reflected in attracting foreign investors and consumers,
both of which are essential for improving their partici-
pation in GVCs.

Moreover, improving infrastructure will be beneficial
not only for primary and manufacturing activities but
primarily for tertiary and commercial activities that rely
on a well-developed transportation system. Addition-
ally, enhancing the overall public governance will help

rebuild investor confidence, attract more investment,
and subsequently boost the country’s participation in
GVCs.

Finally, success or failure does not result from partic-
ipation in GVCs itself; rather, it is often due to market
failures, policy barriers, and ultimately, mismanagement
by local actors, particularly the public sector. For in-
stance, Xing et al. (2023) highlighted the fact that the
income of farmers in Ecuador participating in agricul-
tural GVCs would be 77% higher if intermediary actors
operated in a more effective way.

5. Lebanon’s Positioning in GVCs

The literature acknowledges that better participation
in GVCs is possible if countries develop their produc-
tive capacities by fostering competitive manufacturing
industries (Cattaneo et al., 2013; Gereffi, 2015). How-
ever, this literature somewhat underestimates the po-
tential for participation in GVCs through specialization
in non-industrial activities, particularly in commercial
activities, which for a country implies becoming a trade
intermediary. Positioning within GVCs, particularly in
commercial and tertiary activities, could be a viable so-
lution for some developing countries to achieve their
development goals. For countries that are unable or
have limited potential to develop their productive ca-
pacities, being an essential transit point in a value chain
can still be beneficial.

Lebanon is naturally positioned in the commercial
and tertiary segment due to its geographical location,
highly developed tertiary sector, and underdeveloped
manufacturing sector.

For instance, according to the UNCTAD-Eora GVC
database, Lebanon’s total participation in GVCs has sig-
nificantly decreased from 55% of its total exports in
1990 to 41% in 2018. Although accurate statistics are
currently unavailable, it is nearly certain that this par-
ticipation has further declined. This conclusion can be
drawn by examining the overall Lebanese imports and
exports, which decreased by almost $9 billion and $5.5
billion, respectively, between 2018 and 2022.

Consequently, what prevents Lebanon from achiev-
ing its developmental objectives?

Although the conditions for accessing the Lebanese
market seem satisfactory, obstacles related to the busi-
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ness environment in the country can indirectly block
market access. Therefore, the decline in GVC partici-
pation can be explained by several factors.

The first factor is related to the political instability
resulting from the successive wars in Lebanon and the
region (between 201 | and 2025), the Lebanese revolu-
tion followed by the economic crisis (since 2019) and
the Beirut Port blast (2020). The economic crisis has
had several implications, one of which is the devalua-
tion of the Lebanese Pound, which has lost nearly 90%
of its value, leading to income erosion.

The second factor is the poor quality of infrastruc-
ture, which is mainly due to the corruption that has
spread throughout the country since the end of the
civil war in 1990. Reconstruction programs, funded by
both domestic and international loans and donations,
have achieved only part of their objectives due to the
embezzlement of public funds.

Therefore, the underdevelopment of Lebanon’s in-
frastructure (transportation, electricity, water, and
telecommunications networks) clearly constitutes an
obstacle to the country’s further integration into
GVCGCs. These value chains require fast and efficient ex-
changes at lower costs, especially for a country that
has positioned itself in commercial and tertiary activi-
ties. The situation has been further worsened by the
Beirut Port blast, which is the main route for goods ex-
change, as approximately 60% of Lebanese imports pass
through this port (Ramzy and Peltier, 2020).

The third factor is poor governance, as investors
and businesses encounter numerous challenges, includ-
ing excessive regulations, complex customs and admin-
istrative procedures, ineffective judicial systems, and
inconsistent laws. However, the main obstacle in
Lebanon remains the widespread of corruption in al-
most all public institutions (United Nations Conference
on Trade and Development, 2018). Furthermore, we
can add the deterioration of the business environment
caused by the lack of modernization in investment reg-
ulations, taxation, and the digitization of administrative
procedures.

6. Policy Recommendations for Lebanon
Lebanon is characterized by significant trade openness
and a relatively free market. While this is crucial for

developing tertiary activities, it may also be the main
problem preventing the country from developing com-
petitive manufacturing industries. Therefore, there is a
need to develop a trade strategy aligned with the coun-
try’s comparative advantages, focusing on high-value-
added industries, such as technology, pharmaceuticals
and tourism. This strategy should differentiate between
activities that require trade openness and those that
need some protection to survive initially and to develop
and compete later. The strategy must benefit from the
opportunity given by Lebanon’s strategic geographical
location, promoting the country as a trade hub, linking
the Gulf, Europe, and Africa.

For instance, Lebanon must expand its participa-
tion in regional trade agreements, especially with the
Arab League, and complete its accession process to
the World Trade Organization. This will improve its
economic integration through the negotiation of new
agreements with favorable terms for trade and FDI,
thereby enhancing market access for Lebanese final and
intermediate products.

Additionally, Lebanon seems to underestimate the
importance of the quality of infrastructure and pub-
lic institutions and their impact on trade, investment,
and the country’s participation in GVCs. The Lebanese
exports and imports are directly affected by the poor
quality of infrastructure, logistics, and customs services,
which impose additional costs on exporters and im-
porters.

In this regard, on one hand, Lebanon must address
the current issues in its transportation network. First,
there is a need to improve the capacity of Beirut air-
port, and explore the possibility of opening Qlayaat
airport, which is currently being considered by the
new government formed in February 2025. Second,
Lebanon should rehabilitate the port of Beirut, par-
ticularly after the explosion in 2020, and improve the
functioning of other ports such as the port of Tripoli.
Third, it should invest in the development of energy
and telecommunication networks, specifically the elec-
tricity supply, which contributes to nearly 40% of the
Lebanese public debt.

On the other hand, the country should make
progress in providing logistics services, simplifying cus-
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toms and administrative procedures, reducing bureau-
cracy, and adopting digital trade facilitation measures.

These measures will enhance the country’s trade ca-
pacities and its attractivity towards FDI, leading to a
reduction in production costs and improved connec-
tivity between Lebanon and the global market, as well
as between various Lebanese regions, which can foster
the development of tourism value chains, offering new
opportunities for the country.

Improving Lebanon’s overall governance will enable
it to regain the confidence of investors, attract more
FDI, and thus boost its participation in GVCs. The gov-
ernment must develop an appropriate legal framework
and establish a high-level authority dedicated to com-
bat corruption, equipped with sufficient human and fi-
nancial resources. However, this is not possible with-
out improving the judicial system and providing it with
the necessary independence and authority. The digi-
tization of administrative procedures will certainly en-
sure speed and efficiency in doing business and could
also help to partially bypass the problem of corruption
that invades Lebanon’s public institutions.

In the Lebanese context, improving the rule of law
and governance may unlock the country’s access to fi-
nancial support for its infrastructure projects from in-
ternational organizations like the World Bank, and re-
gional development banks such as the European Bank
for Reconstruction and Development or the Islamic
Development Bank.

Moreover, SMEs in developing countries are of ma-
jor importance because they are the most significant
players in these markets in the absence of large firms,
playing an essential role in job creation, and economic
growth. Therefore, the government should enhance
the accessibility of finance for SMEs at low interest
rates, especially those operating in sectors relevant to
GVCGs, and create links between them and large multi-
national firms to ensure the transfer of skills and tech-
nologies.

Furthermore, macroeconomic and financial stability
in Lebanon constitutes a major obstacle preventing the
country from attaining its developmental goals. Achiev-
ing stability is not possible without working with inter-
national creditors to restructure public debt in order

to stabilize the local currency, reduce inflation, and re-
store investor confidence, especially in the banking sec-
tor after the 2019 economic crisis and the inability of
depositors to withdraw their full deposits in US dol-
lars from banks. Hence, Lebanon must engage with in-
ternational organizations, particularly the International
Monetary Fund (IMF), to implement structural reforms
aimed at improving its macroeconomic stability and sta-
bilizing its currency.

All of these measures are undoubtedly crucial to en-
sure better integration into GVCs and thus achieve
economic development and poverty alleviation. How-
ever, they entail challenges, such as gender inequal-
ity, income inequality, and environmental degradation.
Therefore, the country should adopt sustainable prac-
tices to preserve the environment, specifically in the
energy sector, by shifting from fossil fuels to renewable
energy resources like hydraulic power and solar energy
to produce electricity. In addition, it should design ini-
tiatives aimed at empowering women and ensuring in-
clusive economic growth, where the benefits of partic-
ipation in GVCs are widely shared across society.

Finally, Lebanon should develop systems to collect
and analyze data on GVC participation. The key el-
ement for success is creating a task force that in-
cludes public agencies, private sector representatives,
and academia, aimed at designing and implementing
GVC-oriented policies. These efforts could also bene-
fit from the guidance of international organizations, es-
pecially those focused on GVC participation like the
World Bank and the IMF. The main objective of this
task force must be to continuously evaluate the policies
and improve them based on their effectiveness and on
alignment with global trends toward responsible busi-
ness practices.

7. Conclusion

While participating in GVCs offers new opportunities
for developing countries, engaging in these processes
also carries risks. As Gereffi (2015) argues, the key
question is no longer whether to participate in GVCs,
but how to manage this participation in a way that max-
imizes the gains. For a developing country, participa-
tion in GVCs represents a form of competitive shock
to the entire economy, primarily a supply-side shock,
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which can either lead to impoverishment or economic
growth.

Through this process, developing economies gain
access to global markets, attract FDI, and improve
their technological capacities, contributing to economic
growth and poverty alleviation. Nevertheless, the ex-
tent to which GVCs contribute to poverty reduction
relies on the capacity of countries to capture value from
these chains and ensure that the gains are widely dis-
tributed among different segments of the population.

Indeed, participation in GVCs has become almost in-
evitable due to the competition they generate. Even
firms without export-oriented strategies will still have
to face competition from international firms. Devel-
oping countries like Lebanon should adopt a GVC-
oriented policy, initially aiming to identify the coun-
try’s comparative advantages and then targeting specific
tasks within GVCs. This process involves aligning pol-
icy instruments with these tasks to establish the polit-
ical and institutional requirements necessary to foster
an environment that supports active participation.

Finally, on a global level, GVCs as a developmental
tool must be revised in order to focus less on cost-
effectiveness and more on sustainability and poverty
alleviation. This requires targeted policies that sup-
port the integration process by establishing robust so-
cial protection systems and fostering inclusive and sus-
tainable economic development.
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