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Abstract: This research aims to establish how financial reporting requirements and transparency would impact
Lebanon's attractiveness for foreign direct investment in the year 2022. A quantitative approach using a survey
approach was adopted to obtain information from a sample of 150 respondents composed of investors and financial
analysts with a view to establishing the level of association between financial reporting regulations, investor
confidence, and inflows of FDI. The study embodies factors that are important, such as the adoption of IFRS,
availability of financial information, and accounting practices that are reliable. The results present a positive
relationship that is significant between higher FDI attractiveness and adherence to international standards and
transparency in financial reporting. The findings suggest that countries like Lebanon could enhance their attractiveness
to foreign investors by improving their financial reporting systems and ensuring transparency. This, therefore, situates
the current study within the literature on accounting information and FDI, providing further empirical evidence on the
value of financial reporting in attracting FDI, while discussing implications for policy as one avenue through which
Lebanon may work at improving investor confidence.

1.Introduction

It is viewed as one of the feasible factors for economic development and integration, as it promotes technical
improvement globally, leading to the job opportunities and raising economic growth. FDI will be influenced by
political stability, legal frameworks, and the quality and openness of financial reporting (Li & Sun, 2015). Financial
reporting is the basis of corporate transparency, which serves as an essential source for investors to estimate returns
and perceive risk in making informed investment decisions (Gray1988). Stringent regulations concerning financial
reporting in developed economies ensure accountability, increased transparency, reduced information asymmetry that
enhances investor confidence, and improves FDI inflows.

Financial reporting is even more significant in developing and crisis-prone countries. Full transparency and credibility
of financial reporting can substitute for underdeveloped capital markets and unstable rules, providing a better insight
into company risks and economic conditions for the potential investors (World Bank, 2022). Nevertheless, countries
like Lebanon have been trying hard to employ the strategy of financial transparency in order to attract FDI.

With its privileged position, a very skilled labor force, and liberal economic legislation, Lebanon has traditionally
been a focal point of FDI in the Middle East. However, FDI inflows have fallen substantially. FDI in Lebanon
decreased by 24.3% to USD 458 million in 2022, a dramatic decline from the strong FDI inflows the nation had seen
in earlier decades (UNCTAD, 2023). Such huge decline in FDI inflows into Lebanon might be attributed to political
turmoil, mismanagement of the economy, and disastrous financial conditions that started to deteriorate more after the
explosion at the Beirut Port in 2020. Furthermore, the fall of the banking industry-that used to be considered the
backbone of the Lebanese economy-finally shook investor confidence.
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However, despite these losses, Lebanon still has some natural comparative advantages for FDI, including its location
and a highly skilled diaspora. However, investor fears have mounted in the country due to its antiquated financial
reporting requirements, slack regulatory supervision, and secrecy of corporate practices, therefore becoming
unattractive to new investments. Thus, it becomes relevant to check how improved financial reporting can be a
facilitator in the rebuilding of investor confidence to attract FDI within the current precarious economic situation of
Lebanon. Though studies on macroeconomic and political determinants of FDI have been conducted, little is known
about the exact impact of financial reporting on FDI flows into Lebanon (International Monetary Fund (IMF), 2021).

Previous studies have mainly focused on regulatory environments, political stability, and economic freedom without
considering the actual importance that financial transparency plays in the building of impressions by investors.
International literature also often ignores how crisis-prone countries, such as Lebanon, may mitigate the negative
impacts brought about by the presence of political and economic instability by trying to improve their financial
reporting regime (Kassem, & Razzak, 2021). This research hence tries to fill this gap by providing a quantitative
analysis of the association between financial reporting quality and FDI inflows to Lebanon in the year 2022.

The study seeks to explore whether increasing financial disclosure standards may act as a soothing factor against the
political and economic barriers that currently deter foreign investment, focusing on the level of transparency and
comprehensiveness of financial reporting. This research will add to the existing literature by underlining the fact that
financial reporting is an integral partner in securing foreign direct investments, even in those countries plagued by
grave crises. Empirical data from the study will show how enhanced practices of financial reporting may boost investor
confidence even within the high-risk environment of Lebanon. It also gives the Lebanese government practical
recommendations on how financial disclosure laws could be modified in order to create an environment friendlier to
foreign investment. Lebanon's appeal to international investment is crucial for its economic revival. One of the best
ways to halt the fall in foreign direct investment and begin the process of restoring the nation's economic base could
well be to enhance the related requirements for financial reporting, as openness and accountability are increasingly
becoming the factors that international investors look to. The purpose of this study is thus to provide useful guidance
on how Lebanon can leverage financial transparency as a competitive strategy in its quest to regain international
investment.

2. Literature Review

Financial reporting and transparency, therefore, serve to attract FDI as they avail the information required for investors
to make informed decisions. In that regard, Daghmoum Hashem (2011) asserts that international standards such as
IFRS improve the quality of financial information, thereby enhancing the assessment of possible investments by
foreign investors. The results have been supported by other works, which again hint that countries with more financial
openness receive higher FDI inflows. Besides, there is indication that insufficient or unreliable accounting practices
and lack of transparency in financial institutions tend to deter investors due to an increased perceived risk on their
part. Besides reducing information asymmetry, financial reporting transparency also furthers stability and trust, both
of which are crucial elements in attracting long-term investment.

FDI significantly impacts economic growth from any economy, especially in developing countries. Various literatures
have focused on the relationship between FDI and financial reporting because investors' confidence depends on the
level of transparency, accuracy, and comparability based on IFRS (Adeniyi, et al., 2012). The following literature
review consequently discusses the association between financial reporting standards and FDI inflows, focusing on the
role of IFRS and taking the case of Lebanon, a country facing extreme economic challenges. The Role of Financial
Reporting in FDI

Financial reporting is considered a key component of accountability and transparency that enables investors to find
out the risks and viability of any potential investment. According to Ball (2006), quality financial reporting, especially
pertaining to accuracy and reliability aspects, is directly related to a decrease in information asymmetry-a factor
considered crucial in the attraction of international investment. Poor or inconsistent financial reporting results in an
ambiguous and heightened perceived risk, which deters the minds of potential investors.

Empirical evidence has established that countries that have more open and better-regulated financial systems tend to
attract more foreign direct investment. As noted by Leuz et al. (2010), the more significant the financial reporting
requirements are, the more foreign investment a country will attract. This is because such standards secure both
financial and legal securities and, at the same time, reduce agency costs. This association becomes particularly relevant
in countries where institutional frameworks are weak and financial openness makes up for regulatory deficiencies.
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International Financial Reporting Standards (IFRS) and FDI

The International Financial Reporting Standards have become a global phenomenon in standardizing international
accounting among countries. The International Accounting Standards Board has issued IFRS that are common bases
for financial reporting, hence increasing the reliability and comparability of financial accounts (Nobes & Parker,
2016). Different studies, so many in number, have been conducted regarding the IFRS adoption issue, most of which
had positive results concerning FDI inflow.

For example, Chen et al., 2010 found that foreign direct investment inflows increased significantly following the
adoption of IFRS since the harmonized form of accounting made it cheaper to process information for the investors
from another country. Consequently, the adoption of IFRS is associated with comparability and transparency in
financial reporting. These are desirable factors to the foreign investors who would strive to minimize risks involved
in unfamiliar territories.

Adoption of the IFRS has shown potential, in developing countries, to loosen difficulties presented by poorly
developed institutional structures. Adoption of the IFRS is particularly beneficial, Ramanna and Sletten (2014), in
jurisdictions where domestic accounting practices are inadequate or inconsistent with international practices, and
therefore can provide greater protection for foreign investors.

Lebanon’s Financial Reporting Framework and Its Challenges

Various weaknesses in the financial reporting environment have already damaged the ability of Lebanon to attract
FDI. While the country actually has a legal framework for financial reporting, political instability, institutional
inefficiencies, and outdated regulatory practices maintain the implementation and enforcement of this structure very
weak. This was even further worsened by the 2020 financial collapse of Lebanon, thus extremely reducing FDI (Al
Hussaini, 2022).

The World Bank reports that the economic crisis in Lebanon has made foreign investors very skeptical due to a lack
of transparency in financial reporting and regulatory oversight. In this context, improvement in financial reporting
may act as a strategic tool to revive investor confidence and attract FDI (World Bank, 2022).

Despite the volume of research concerning the association between financial reporting and FDI, few studies have
targeted countries in crisis, such as Lebanon. Most of the research so far has focused on either advanced economies
or countries enjoying a stable regulatory environment, with very few papers trying to account for challenges resulting
from political and economic instability. Little attention has been accorded to the way such standards might impact
FDI inflows in fragile economies like Lebanon, even though there is considerable literature on the advantages of IFRS
adoption (Henn, & Henn, 2020).

The present research will fill these gaps by carrying out a quantitative test of the effects of financial reporting on FDI
in Lebanon, emphasizing specific economic contextualization of the country in 2022. The study shall verify if
increased financial transparency and IFRS adherence could be the catalyst for foreign investment.

Aims of the Study

This, therefore, calls for undertaking the current research, which intends to measure the level at which financial
reporting-1FRS, in particular-can have an impact on the FDI inflows of Lebanon in 2022. The paper investigates
empirically how improvements in financial transparency could further make Lebanon an attractive destination for
foreign investors despite adverse political and economic conditions.

It also tends to expose the specific weaknesses of the prevailing regime of financial reporting in Lebanon, presenting
recommendations for reform.

Research Questions
1. How does the quality of financial reporting relate to FDI inflows in Lebanon?

2. To what extent can adopting IFRS improve Lebanon’s ability to attract foreign investments?
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3. To what degree does the transparency of financial reporting offset political and economic instability that reduces
FDI in Lebanon?

3. Research Methodology

This section offers an overview of the research methods adopted in the investigation of how financial reporting draws
FDI into Lebanon in the year 2022. The quantitative nature of this study involves the application of structured
questionnaires in order to carry out data collection among a sample of financial professionals, investors, and business
leaders in Lebanon (Dillman, et al., 2014). Without doubt, the approach will yield an empirical investigation of the
relationship between financial transparency, investor confidence, and FDI inflows corresponding to the research
questions and hypotheses.

Research Design

The study employs a quantitative research design, which is appropriate for examining the relationship between
financial reporting practices and FDI attraction. Quantitative research allows for the collection and analysis of
numerical data, providing a clear framework for identifying patterns and relationships between variables. This method
was selected due to its ability to generate objective, generalizable findings and test the hypotheses through statistical
techniques (Creswell & Creswell, 2018).

Population and Sample

For this research, it targets financial professionals, investors, and business leaders in Lebanon because they are the
direct players in making decisions relating to FDI. A sample size for this would be 150 respondents, representing a
cross-section of participants who have experience in financial reporting, investment evaluation, and strategy in
business with respect to Lebanon's economic environment.

The sample was a non-probability purposive sample. The respondents selected can provide the necessary information
and experience on how financial reporting influences investment decisions. The justification for the sampling method
is that the research will concentrate on those participants who are qualified to be of relevance in respect of financial
practices and investment behavior hence reaching the objectives of the study. - Saunders et al., 2019.

Data Collection Method

Materials were gathered using a structured questionnaire, adapted from Daghmoum Hashem's study (2011), testing
the elements influencing the decisions of foreign investors based on financial reporting behavior. The instrument was
intended to capture views on the level of financial transparency, the level of reliability of accounting systems, the
implementation of IFRS, and subjective impact of these factors on FDI attraction.

The survey contained 10 key statements on matters relating to:

1. Foreign investors consider the ease of doing business in a host country when contemplating FDI.

2. Investors rely on accounting and financial data to assess the potential risks and returns associated with FDI.
3. Foreign direct investment (FDI) plays a vital role in enhancing economic growth and development.

4. FDI is seen as a means for companies to expand their global footprint and access new markets.

5. FDI is often influenced by factors such as government policies, trade agreements, and investment incentives.
6. The availability of reliable financial information influences the perception of FDI opportunities.

Each statement was measured using a five-point Likert scale, ranging from "Strongly Disagree" to "Strongly Agree."
This approach allowed for the quantification of respondent perceptions, facilitating robust statistical analysis (Likert,
1932).

Data Analysis

The data collected were analyzed using statistical software such as SPSS or Stata: descriptive statistics, correlation,
and regression analysis. Descriptive statistics show the general trend of responses and demographics of respondents,
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while correlation and regression analyses test the relationship between key variables such as financial reporting
transparency, investor confidence, and FDI inflows.

Through this, it tested the hypotheses of the study investigating the relationship between the independent variable-
financial transparency and the dependent variable-inflows of FDI-after controlling for the influence of investors'
familiarity with local standards and adoption of IFRS. As such, the statistical testing is performed at 5 percent
significance to retain robust and reliable findings, as suggested by Hair et al. (2010).

Hypothesis Testing

The following hypotheses were tested:

* H1: Increased transparency in financial reporting enhances FDI inflows to Lebanon.

*H2: The adoption of International Financial Reporting Standards (IFRS) improves Lebanon's attraction of FDI.

* H3: The transparency of financial reporting weakens the negative effect of political and economic instability on FDI
in Lebanon.

The paper used regression analysis to establish the strength and direction of these relationships, showing how financial
reporting could relate to the FDI situation in Lebanon.

4.Findings and Analysis
Descriptive Statistics of Survey Responses on Financial Transparency and Investor Confidence

Table 1: Descriptive Statistics of Survey Responses on Financial Transparency and Investor Confidence
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Strongly Disagree Meutral Agree Strongly Agree

Question Disagree (5D) ()] (M) [A) (SA)
Ease of Access to Information 5% 10% 15% 40% 3054
Dependability of Accounting 3% 8% 12% 47% 305
Systems

Knowledge of Accounting 108 15%0 20% 35% 2050
Systems

Comfort with Internationa 4% 10% 16% 50% 20%
Standards

True Economic Condition 6% 2% 13% 42% 22%
Qualification of Accounting 2% 7% 15% 48% 28%
Practitiongrs Vv

This table represents the perceptions of the surveyed regarding some key aspects of financial reporting and its
contribution to attracting FDI in Lebanon. It is fundamental to understand how transparency, reliability, and adherence
to international standards influence investor confidence and decision-making processes. These six questions touch on
various dimensions relating to access to financial information, dependability of accounting systems, knowledge of
accounting standards, comfort with international standards-IFRS, how to understand the economic condition, and
qualification of accounting practitioners.

Ease of Access to Financial Information

The responses to the statement regarding ease of access to financial information show that 70% of the respondents
agree or strongly agree that ease of access is critical for investors. This high percentage underlines the importance of
financial transparency as a basic factor for FDI attraction. For investment decisions, investors require valid and
accessible information. While a meager 15% remain indifferent, probably due to the diverse degrees of experiences
with financial access in Lebanon, and 15% disagree or strongly disagree, it could mean that indeed obstacles might be
experienced either in the availability or flow of credible information. Looking at the FDI, data suggests this can almost
double if there is better accessibility and transparency in financial reporting.

This finding is congruent with the literature such as by Leuz et al. (2010), that affordability of transparent financial
information is among the most pivotal determinants of FDI, especially in the developing world where a lack of
transparency would thwart investment. In Lebanon's case, being surrounded by an economic turmoil, affordability of
transparent financial information is even more important in reversing the downtrend in FDI.

Reliability of Accounting Systems

Regarding the reliability of accounting systems, 77% agreed or strongly agreed that the reliability of accounting
systems is a vital factor for foreign investors. The use of reliable accounting practices reduces risks that exhibit
information asymmetry; thus, the investor views such scenarios as secure. It implies that ambiguity and inconsistency
of the accounting systems would lead to reluctance by investors. Only a tiny minority of 11% strongly disagreed or
disagreed, and that would suggest that most respondents accept the reality that there must be consistent and dependable
financial reporting. This is crucial because international investors, particularly those who are inexperienced in local
accounting practices, place first in their considerations trust in financial reports to be reliable for FDI decisions in
markets with which they are unfamiliar (Ball, 2006). This makes Lebanon's need for better, more reliable accounting
systems all the more important.

Knowledge of Accounting Systems
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The answers to the question on knowledge of accounting system by investors are less clear-cut; 55% agree with the
statement that, "foreign investors often do not know enough about the local accounting system, and this inhibits
investment". One-quarter of the respondents disagreed or strongly disagreed with this statement, suggesting there is
some difference in the size of knowledge gaps for all investors. The remaining 20% were neutral, and this would
suggest that investor familiarity with Lebanese accounting practices can indeed vary. The reasonably high level of
agreement would then indicate that more familiar accounting frameworks, such as IFRS, might be quite important in
bridging this gap. The results highlight the need for further education and dissemination about Lebanese standards
that may help dispel investor concerns about an unknown system and improve FDI.

Comfort with International Standards (IFRS)

Of the total, 70% agree or strongly agree that international accounting standards, such as IFRS, give foreign investors
comfort in the comparability and transparency. This reflects global trends where the adoption of IFRS has been noted
to positively relate with FDI inflows, as investors are most likely to invest in countries whose financial statements are
prepared in familiar international standards (Chen et al., 2010). Only 14% disagree and strongly disagree, which, on
the other hand, reinforces the belief that IFRS or such global standards can be a sound mechanism for increasing the
levels of financial transparency within Lebanon and ensure higher FDI inflows. The comfort regarding IFRS originates
from the fact that this is, in reality a decrease in asymmetry related to financial information; investors can therefore
be assured of the actual economic state of an entity through their financial reporting. Therefore, increased usage of
IFRS in Lebanon may be a good way to attract foreign investment. This has also been mentioned by previous literature.

True Economic Condition Representation

The correct representation of the firm's actual or real economic condition also sees a very high importance by the
respondents. For the foreign investor of a country, there is transparency regarding correct representation of the firm's
condition, and 64 percent agreed or strongly agreed that it was important. The underestimation or overestimation of a
firm's actual economic condition may lead to incorrect judgments in evaluating its actual financial health, which is
not helpful for efficient allocation of capital. Investors rely on adequate financial disclosure that indicate the risks and
returns; imprecision or lack of transparency may "spoil" investment. Only a minority, yet still considered a substantial
percentage, 18%, are neutral, which perhaps reflects concerns over the degree to which current financial reporting
regimes may reveal the underlying economy of entities in Lebanon. Given the persisting Lebanese economic problems,
it is now more than ever essential that financial reporting reflects the actual state of the economy as a step toward
rebuilding investor confidence and attracting FDI.

Qualification of Accounting Practitioners

Yet, on the question of improving qualifications and skills of accounting practitioners to attract FDI, there was a
considerable consensus among respondents. As many as 76% of those responding to the survey agreed or strongly
agreed that qualifications and skills of accounting practitioners need to be improved if FDI has to be attracted. This
finding corroborates the literature on how better-trained professionals can present accurate and lucid financial reports.
Their high level of competence would ensure that disclosures on finances would be of international standards, which
should reassure foreign investors. Of course, a still smaller 9% disagreed with this statement, which may reflect the
belief by some of the respondents that the competence of existing accounting practitioners already must be adequate,
or maybe even that other reasons are more important in attracting FDI. However, the majority have agreed that
continuous professional development is highly needed in this country in order to align accounting practices to what
the rest of the world expects.

Correlation Matrix Between Key Variables Affecting FDI Decisions

A correlation analysis was conducted to examine the relationships between the different variables affecting FDI A
correlation analysis was conducted to explore the relationships between the various variables influencing FDI
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decisions. Strong positive correlations between financial transparency, the use of international standards, and investor
confidence were recorded.

Table 2: Correlation of variable

Investor FDI Transparency in Use of International
Variable Confidence Attraction Financial Reporting Standards
nvestor Confidence 1.00 0.75 0.68 0.60
FDI Attraction 075 1.00 0.70 0.65
Transparency in 0.68 0.70 1.00 0.738
Financial Reporting
Use of International 0.60 0.65 0.78 1.00

Standards

The following correlation matrix describes the associations of the four major variables that have an influence on the
decisions of FDI: Investors' Confidence, FDI Attraction, Transparency in Financial Reporting, and Use of
International Standards. This matrix will describe the strength of association between the aforementioned variables by
using correlation coefficients ranging from -1 to +1, with associations near +1 being stronger and associations near -
1 being weaker. The matrix illustrates how these factors interlink, all of which will be essential in understanding how
financial reporting and international standards affect the FDI in Lebanon.

Investor Confidence and FDI Attraction

The correlation coefficient of 0.75 between Investor Confidence and FDI Attraction lies in the range of high positive
correlation. It therefore follows that with improved investor confidence, FDI attraction improves tremendously. A
high level of investor confidence is quite vital in attracting FDI, since investors are most likely to commit resources
to a country where they perceive the financial environment as stable and reliable.

This correlation is also well-supported in the literature. For example, Alfaro et al. (2004) emphasize that at the heart
of FDI attraction lies investor confidence, which is usually nurtured via sound financial and regulatory systems.
Investors will typically look for transparency, predictability, and confidence in a country's financial reporting system
before making their vital investment decisions.

Transparency in Financial Reporting and FDI Attraction

The correlation between Transparency in Financial Reporting and FDI Attraction is 0.70, indicating another strong
positive relationship. Again, this underlies the role played by transparent financial reporting in stimulating FDI. If
investors have access to transparent, accurate, and timely information about the performance of their investments, then
they will be better able to evaluate the risks and the gains that will be made. This transparency is especially important
for emerging markets like Lebanon, whose lack of financial transparency acts as a discouraging factor to foreign
investment. Past literature also supports the same outcome. Leuz and Verrecchia (2000) state that higher the
transparency in financial reporting, lesser the information asymmetry, which reduces the risk premium required by an
investor and hence enhances the capital flow, more precisely FDI.

Use of International Standards and Transparency in Financial Reporting
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Keeping this in mind, the strength of the relationship between Use of International Standards and transparency in
financial reporting is very high at 0.78. From this relatively high value, one may infer that adoption of international
accounting standards such as the IFRS goes a long way in making financial reporting more transparent. International
standards provide one benchmark upon which financial reporting is to be made; hence, investors are able to compare
financial statements across jurisdictions with reduced uncertainty. This positive relation finds its rationale in the
literature, as the adoption of IFRS has been shown to improve the quality and comparability of financial reports in the
markets of the world. The alignment of Lebanese national accounting practices with international standards should
thus be a strong driver of financial transparency, hence increased investor confidence and FDI attraction.

Investor Confidence and Transparency in Financial Reporting

The Use of International Standards and FDI Attraction is correlated at 0.65, indicating a relatively strong positive
association. Such a result would then suggest that foreign investors are more likely to invest in those countries which
adopt international standards since such standards reduce the complexity and ambiguity in financial statements.
Comparability provided through IFRS or similar frameworks gives investors’ confidence in the knowledge that they
are making appropriate investment decisions based on accurate and reliable financial information.

Use of International Standards and Investor Confidence

Previous literature also supports the assertion. The study by Ramanna and Sletten (2014) finds that countries adopting
IFRS enjoy relatively increasing FDI flows because foreign investors have more confidence in financial data and its
reporting systems of those countries. Adoption of international standards also indicates their resolve towards global
integration of finances, for which foreign capital is attracted. Investor Confidence and Transparency in Financial
Reporting

The correlation between Investor Confidence and the selected Transparency of Financial Reporting is relatively high,
at 0.68. This points to the fact that investors indeed consider the transparency of financial information in making
investment decisions in a particular country. In fact, transparency in financial reporting boosts investor confidence by
creating confidence that the financial position of an enterprise reflects its current state and diminishes the likelihood
of unprecedented losses. This relationship has been well documented in the literature. As Bushman and Smith, 2001
assert, "Transparent financial reporting is a linchpin of corporate governance. it directly affects investor perceptions
by decreasing uncertainty.” The results here suggest that expanding the level of financial transparency in Lebanon
could have more significant investor perceptions at higher levels and greater FDI. The Use of International Standards
and Investor Confidence

Use of International Standards and Investor Confidence The correlation between the two sets of data has a value of
0.60, indicating a moderate positive relationship. Such a finding would indicate that international standards do
contribute to investor confidence but perhaps other factors such as political stability, regulatory environment, and
general economic conditions flow into investor perceptions. The positive relationship suggests that adoption of global
standards is a necessary first step toward investment confidence but probably needs to be augmented with general
economic reform.

This is especially true for developing markets as Barth et al., 2008, show that investor confidence in these capital
markets increases with the adoption of IFRS because of its coherent and trustworthy reporting system. Another aspect,
however, has also been noted that if such standards are merely adopted without being appropriately enforced, investors
may not develop complete confidence.

The next correlation matrix below illustrates some of the most interesting points of those factors that surround FDI
decision. Indeed, the strong positive associations of transparency in financial reporting, the use of international
standards, investor confidence, and FDI attraction suggest that any improvement regarding FDI inflows in Lebanon
rests on two important steps: one which concerns improvement in financial transparency and the other with the
adoption of global reporting frameworks such as IFRS. These findings also coincide with the literature, because
financial transparency decreases information asymmetry and the adoption of international standards increases
comparability and reliability of information. Both these factors were associated with major building up of investor
confidence and FDI. However, an overall weak strength of association found between international standards and
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investor confidence may further reveal that more structural reforms are needed in Lebanon to reap maximum benefits
of an improved financial reporting system.

Regression Analysis of Factors Influencing FDI Attraction
Regression analysis was done to further analyze the effect that transparency in financial reporting and the use of
international standards has on the attraction of FDI. The dependent variable of the regression model was the

attractiveness of FDI, while transparency of financial reporting and the usage of international standards are the
independent variables.

Table 3: Factors Influencing FDI Attraction

Variable Coefficient (B) Standard Error t-Statistic p-Value
Transparency in Financial Reporting 0.45 0.10 4,50 0.000
Use of International Standards 0.40 012 3.33 0.001
Constant 2.50 0.20 3.13 0.002

The subsequent table presents the regression analysis of the factors determining FDI attraction: RA of Factors
Determining FDI Attraction. This regression analysis will be helpful in ascertaining how Transparency in Financial
Reporting and Use of International Standards determine FDI Attraction. The results of regression give information on
the statistical significance and direction and strength of the relations between the variables.

Transparency in Financial Reporting

The coefficient of 0.45 implies that for each additional unit of transparency in financial reporting, there is a
corresponding attraction of 0.45 units of FDI, ceteris paribus. This positive and significant relationship thus evidences
that higher transparency in financial reporting contributes a great deal to attracting FDI. A low standard error of 0.10
and a high t-statistic of 4.50 reinforce the reliability of this estimate. The strong effect of transparency in financial
reporting may agree with international results that the availability of transparent, accurate, and timely financial reports
diminish information asymmetry and thereby increases investor confidence, Bushman & Smith, 2001. In the case of
Lebanon, enhancing the transparency of the financial reporting environment may be instrumental in increasing its
attractiveness to foreign investors, especially in mitigating perceived risks inherent in the local capital market.

Use of International Standards

The coefficient for the Use of International Standards is 0.40, so any increase in a unit of the adoption of international
standards, like IFRS, increases FDI attraction by a unit increase of 0.40, ceteris paribus. The positive relationship in
this respect is confirmed by a significant p-value of 0.001, implying that the use of international standards has a great
role in attracting FDI. The standard error is 0.12, while the t-statistic is 3.33 to confirm this result as robust.
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International standards, like IFRS, ensure a level of comparability and uniformity of financial reports-a precept highly
valued by foreign investors. Empirical studies have shown that countries adopting IFRS witnesses a rise in cross-
border investments. Barth, Landsman, & Lang, 2008 conclude from this that efforts by Lebanon to align financial
reporting systems with international standards may go a long way in ensuring that it attracts foreign capital.

Constant

This constant or intercept of 2.50 reflects the baseline level of FDI attraction when both transparency in financial
reporting and the use of international standards are held at zero. While this value does not carry much practical
interpretation, the statistical significance of this value, as indicated by its p-value of 0.002, does show that the model
adequately captures the relationship between independent variables and FDI attraction.

Both transparency in financial reporting and the usage of international standards are very significant in FDI attraction
in Lebanon, as evidenced from their large positive coefficients and low p-values. An improvement in any one of the
two ingredients can considerably enhance its position with respect to FDI attraction. Partially, transparency in financial
reporting B = 0.45 is playing a more influencing role as compared to the usage of international standards.

- The use of international standards - B = 0.40: While it still affects FDI attraction, it is to a lesser extent compared to
transparency.

These findings imply that regulatory reforms that enhance the clarity and comparability of financial statements in
Lebanon would be likely to reinforce investor confidence and FDI inflows. The findings also mean that Lebanon needs
not only to adopt but also effectively enforce international standards such as IFRS in order to have a transparent and
reliable financial environment that would attract FDI.

5- Discussion

Indeed, the findings of the questionnaire and analyses that follow indeed support the importance of financial
transparency and international accounting standards as determinants for FDI. The presence of relatively strong
associations and significant results from the regression analysis prove that foreign investors are concerned with these
factors in investment decisions. Such findings converge with Daghmoum Hashem (2011), where reliability of financial
information and clarity provided by international standards reduce investment risks.

The study also reveals that Lebanon can substantially increase the pool of foreign investors if it strengthens its financial
reporting systems to ensure greater transparency in its system. The responses also reveal that qualification and skill
development of accounting practitioners are also very important in this respect. Ensuring that financial statements are
prepared in pursuance of international standards can contribute to reduced perceived risks, thereby encouraging more
efficient use of capital.

Results from this study have given meaningful facts that could be useful in describing what determines the attraction
of FDI to Lebanon, underlining particularly the importance of transparency in financial reporting and the use of
international standards. Indeed, the results indicate that transparency is positively related to FDI, with a high
coefficient of 0.45 and an important p-value of 0.000 obtained through a proper regression analysis. This means that
transparency lessens information asymmetry and perceived risks by foreign investors, something very important in
the case of Lebanon, with its thorny political and economic environment in which investors would be extra cautious.
The adoption of international standards is significantly associated with attracting FDI, having a coefficient of 0.40 and
a p-value of 0.001, depicting that the adoption of standards such as the International Financial Reporting Standard
encourages a level playing field in which investors can have greater familiarity and trust in the local financial reporting
practices. The study also points to an important gap in existing literature relating to the exact impact of mechanisms
for enforcement of regulations within Lebanon. Whereas increased transparency can, indeed, increase the
attractiveness of an investment environment, effectiveness depends on how well-placed the institutional frameworks
are to ensure its compliance. This means that future research will tell how this set standard can be better enforced by
regulatory bodies in Lebanon in order for long-term investor confidence to continue. The value of the positive
correlation between transparency and the adoption of international standards is 0.78, further indicating their
interdependence in addition to improving investor confidence. Improvement in one respect is thus likely to be
accompanied by enhancement in the other. Added to the above, the correlation between Investor Confidence and FDI
Attraction, coming to a correlation value of 0.75, further fortifies that transparent financial reporting coupled with
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standardized practices goes a long way in influencing investment decisions. This corroborates the information
asymmetry theory, which postulates that foreign investors would prefer to invest in countries with transparent and
internationally comparable financial reporting.

The contribution of this paper to existing literature is multidimensional. It underlines the important functions of
financial transparency and international standards in the inflow of FDI into Lebanon, which is a developing economy
with high potential for foreign investments. This paper sheds lighter on how these variables interact and impact
investor confidence, hence showing dynamic relationships between regulatory regimes and investments. Again, this
opens further avenues of research on the role of enforcement by regulatory bodies and the ability of the Lebanese
financial system to adopt and implement international standards efficiently. For practical purposes, such findings are
of immense importance to policymakers in Lebanon. First, more FDI can be attracted if it is perceived that financial
transparency has been enhanced in the country through full implementation of international standards such as IFRS.
The purpose of such reforms will not only help increase investor confidence but also raise the standing of Lebanon
within the international investment community. In addition, regulators have to ensure that these reforms are
accompanied by strong mechanisms of enforcement so that compliance is fully guaranteed and sustained for a long
period.

Besides that, the education and training of the accounting practitioners must be brought into step with international
best practices. With this, Lebanon will easily adopt international standards, efficiently move towards the working of
its financial markets by promoting the competence and qualification of the professionals within the financial sphere
of the country. Results from this study highlight the fact that transparency in financial reporting and the use of
international standards are two of the most important factors attracting FDI into Lebanon. Such results are consistent
with those found globally but have added further to the insights relating to the particular factors which will improve
the investment climate of Lebanon. Although this present study reveals some very critical relationships, it is hoped
that future research could probe the long-term repercussions of regulatory reforms, as well as implementation issues
in adopting international financial reporting standards, in order to assist policy framers in enhancing Lebanon's
position regarding attracting foreign investors.

6.Conclusion

This paper has examined the interrelationship between the three dimensions of financial transparency, use of
international accounting standards, and FDI attraction in Lebanon. These results clearly indicate that any rise in
investor confidence, and attracting more foreign investment is direly needed to improve financial reporting and
transparency. Although Lebanon has good prospects for FDI, more effort is required in financial reporting practices
and the following of international standards. This analysis may also be broadened in the future towards other countries
or sectors as a means of generalizing these findings and taking other factors influencing FDI decisions into account.

In a nutshell, this research once again outlined in considerable detail the interlinked relationship existing between
financial transparency and the adoption of international accounting standards and the attraction of FDI in Lebanon.
Evidence is provided to underpin the view that increasing financial reporting and transparency is not only a regulatory
requirement but also a strategic one for ensuring investor confidence. As Lebanon continues to work on positioning
itself as a country that can attract more foreign investment, strong financial practices are really at the heart of its efforts
to promote an enabling investment climate. While the results are encouraging, Lebanon actually has to develop an
integrated reform approach that would meet not only international standards but also enhance institutional frameworks
and regulatory enforcement. Such a two-way approach could substantially reduce the perceived risks in investing
within a geopolitical environment that is quite complicated. This study also creates an open culture in the corporate
world so that businesses will embrace the best practices in financial reporting, with not only the right tools but also
the right attitude.

Similar dynamics examined in other countries or sectors would also serve to confirm such findings and give a
comparative perspective, adding to knowledge on FDI. Such studies will provide useful insights into how different
regional contexts influence the nexus between financial transparency and investment decisions, with far-reaching
ramifications for policymakers and investors alike.
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Second, the analysis of the impact of nascent technologies, such as blockchain and fintech, on financial reporting and
transparency would open new horizons toward betterment in attracting FDI. As Lebanon navigates through various
challenges in a fast-changing global economic perspective, such knowledge will be fundamental for Lebanon to stay
competitive in the international investment arena. In the end, this will lead to a setting that is transparent and in full
compliance with international standards; therefore, Lebanon will be increasingly appealing to foreign investors. This
will make sure that economic growth and development can be achieved in a sustainable manner. The findings of this
research have far-reaching implications extending beyond the specific case at hand and provide a model for other
developing economies grappling with such issues. This would mean that Lebanon, being transparent and upholding
best international practices, would open ways for a good atmosphere of investment which would be beneficial for
local businesses and foreign investors alike.
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