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ABSTRACT

This research paper explores the banking practices and challenges faced by a prominent financial
institution in Lebanon amidst the ongoing economic crisis. Using a qualitative case study
approach, data were collected through interviews with key bank officials and analysis of internal
documents, revealing critical insights into how the institution navigates regulatory pressures,
liquidity constraints, and shifts in customer behavior. The findings highlight the importance of
adaptive strategies in maintaining financial health and customer trust during crises. While the bank
has implemented various measures to enhance operational resilience, the study underscores the
ongoing challenges posed by the economic environment. This research contributes to a broader
understanding of the Lebanese banking sector’s response to crisis conditions and offers
recommendations for enhancing operational practices and regulatory frameworks.

Keywords: Banking practices, Lebanese financial sector, economic challenges, case study, risk
management, customer relationships.

1. INTRODUCTION

The Lebanese banking sector has long been a pivotal component of the nation’s economy, serving
as a key facilitator of financial transactions and investments. Historically characterized by its
strong asset base and a diverse array of financial products, the sector has been instrumental in
supporting both individual and business financial needs. Prior to the current economic turmoil,
Lebanese banks enjoyed a reputation for stability and profitability, with the country’s banking
assets exceeding 350% of its Gross Domestic Product (GDP) (World Bank, 2019). However, this
stability has been severely tested in recent years due to a series of interconnected crises,
culminating in a financial collapse that has prompted widespread concern regarding the
sustainability of the banking sector (Makdissi et al., 2023)

The economic crisis that began in late 2019 has profoundly affected the operational landscape for
banks in Lebanon. The Lebanese pound has dramatically depreciated, losing over 90% of its value
against the US dollar, leading to hyperinflation and a significant erosion of consumer purchasing
power (Makdissi et al., 2023). As prices soar and the cost of living rises, banks face a dual
challenge: maintaining liquidity while managing the risk of increasing loan defaults from
customers struggling to meet their financial obligations. Additionally, the banking sector has
grappled with regulatory pressures, including capital controls and restrictions on withdrawals,
which have further strained public trust and confidence in financial institutions.

This research focuses on a prominent financial institution in Lebanon as a case study to explore
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how banks navigate these unprecedented challenges. By examining the operational strategies, risk
management practices, and customer relationship dynamics employed by this institution, the study
aims to provide critical insights into the effectiveness of their responses to the ongoing economic
crisis. Understanding how this bank adapts to the changing environment can offer valuable lessons
for other institutions in the sector facing similar circumstances.

The objectives of this research are twofold. First, it seeks to assess the operational strategies and
risk management practices employed by the bank in response to the economic crisis. This includes
analyzing how the institution has adjusted its lending policies, managed liquidity, and engaged
with customers amidst the turbulence. Second, the study aims to evaluate the impact of these
strategies on customer relationships and satisfaction levels during a period marked by uncertainty
and anxiety.

Through this case study, the research addresses the following hypotheses:

H1: The ongoing economic crisis in Lebanon has significantly impacted the operational strategies
of the selected bank, leading to changes in risk management practices.

H2: The economic crisis has adversely affected customer relationships and satisfaction levels
within the bank.

The paper is organized as follows: The next section presents a review of relevant literature on
banking practices during economic crises, followed by a detailed explanation of the research
methodology used in this study. The results of the case study are then presented and discussed,
concluding with final thoughts, implications for practice, and recommendations for future
research.

2. LITERATURE REVIEW AND HYPOTHESIS DEVELOPMENT

2.1 Overview of the Lebanese Banking Sector

The Lebanese banking sector has traditionally been characterized by a high level of intermediation,
significant capital inflows, and a diverse array of financial products and services. As of 2021,
banks in Lebanon held assets equivalent to over 350% of the country’s GDP, reflecting the sector's
central role in the national economy (World Bank, 2021). However, the crisis that began in 2019
has severely undermined this framework, leading to profound challenges for banks, including
liquidity shortages, rising non-performing loans, and a decline in public trust. The crisis has
resulted in a complex web of issues, including the sharp devaluation of the Lebanese pound, which
has eroded the purchasing power of consumers and increased the cost of imported goods,
significantly affecting the operations of banks and their customers (Fayad, 2022).

The collapse of the banking system has led to unprecedented regulatory challenges, including the
implementation of capital controls and restrictions on withdrawals, which have eroded customer
confidence. As a result, banks have faced substantial liquidity challenges, with many unable to
meet the demands of their customers or sustain their operations. This crisis highlights the
vulnerabilities inherent in the banking system, particularly for institutions that rely heavily on
deposits for funding and maintain significant exposure to the local economy (Nitescu et al., 2024).
2.2 Challenges in Banking Practices During Economic Crises
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Economic crises often reveal the vulnerabilities of financial institutions, especially smaller banks
that may lack the necessary buffers to withstand shocks. Studies have shown that during such
periods, banks are at risk of experiencing capital erosion due to rising default rates on loans and
decreasing asset quality. The Lebanese banking sector is particularly susceptible to these risks
given its interconnectedness with the broader economic environment, and the reliance on deposits
to fund loans means that any loss of customer confidence can lead to significant outflows and
exacerbate liquidity issues (World Bank, 2021).

The existing literature identifies several key challenges faced by banks during economic
downturns. According to Khalaf (2021), banks must adapt their operational strategies to address
increased credit risk and regulatory pressures while maintaining customer trust. Effective risk
management becomes paramount, with institutions needing to implement stringent credit
assessments, improve liquidity management, and enhance capital adequacy to navigate economic
uncertainties.

2.3 The Importance of Risk Management in Banking
Effective risk management is essential for banks to navigate the complexities introduced by
economic crises. Risk management encompasses a range of strategies aimed at identifying,
assessing, and mitigating potential risks to the institution's financial health. Research indicates that
banks that adopt proactive risk management practices are better positioned to withstand financial
shocks and maintain operational stability (Lima, 2024).

In Lebanon, the economic crisis has necessitated a reevaluation of risk management frameworks
among banks. Institutions have been compelled to reassess their lending policies, enhance liquidity
management, and diversify their portfolios to mitigate exposure to high-risk assets. The challenges
faced by banks underscore the need for a more resilient risk management approach that includes
both quantitative assessments and qualitative insights from customer interactions.

2.4 Customer Relationship Management (CRM) in Crisis Contexts

Customer relationship management (CRM) plays a vital role in banking practices during periods
of economic uncertainty (ljomah, 2024). The literature emphasizes that strong customer
relationships can enhance satisfaction and loyalty, which are particularly important during crises.
Effective CRM strategies enable banks to better understand customer needs, respond to concerns,
and foster trust.

In the context of the Lebanese banking crisis, maintaining customer trust has been challenging.
With the banking sector facing severe liquidity constraints and customers experiencing difficulty
accessing their funds, banks must focus on transparent communication and responsiveness to
customer needs (World Bank, 2021). Research indicates that banks that prioritize customer
engagement and adapt their service offerings to align with changing expectations are more likely
to retain their clientele during crises.

2.5 Hypothesis Development
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Based on the literature reviewed, the following hypotheses have been developed for this study:

H1: The ongoing economic crisis in Lebanon has significantly impacted the operational strategies
of the selected bank, leading to changes in risk management practices.

This hypothesis is informed by literature that emphasizes the need for banks to adapt their
strategies during economic downturns to manage heightened risks effectively. The study will
examine how the crisis has influenced the specific operational adjustments made by the bank.

H2: The economic crisis has adversely affected customer relationships and satisfaction levels
within the selected bank.

This hypothesis stems from findings that suggest economic stressors can strain customer
relationships and lead to decreased satisfaction. This study will explore the effects of the crisis on
customer perceptions and trust in the banking institution.

3. METHODS

This section outlines the research design, sample characteristics, data collection process, and
analytical techniques employed to investigate the impact of the economic crisis on banking
practices within a selected Lebanese financial institution (EI-Chaarani et al., 2022). Given the
unique circumstances surrounding the Lebanese banking sector, a qualitative case study approach
was utilized to provide in-depth insights into the operational strategies and challenges faced by the
bank.

3.1 Research Design

The study employs a qualitative case study design to gain a comprehensive understanding of how
a specific Lebanese bank has navigated the ongoing economic crisis. Case studies are particularly
useful in exploring complex issues within real-life contexts, allowing researchers to gather rich,
detailed data that can illuminate the intricacies of banking practices during turbulent times. This
approach aligns with the study’s objectives, which aim to assess the operational strategies, risk
management practices, and customer relationship dynamics of the bank (Alayli, 2024).

The choice of a single case study is justified by the need to explore the bank's unique experiences,
strategies, and challenges in the context of Lebanon's economic landscape. While this approach
limits the generalizability of the findings, it provides valuable insights that can inform both
academic understanding and practical applications in similar contexts.

3.2 Case Selection
The selected bank for this case study is a prominent financial institution in Lebanon that has
maintained a significant market presence. The criteria for selection included the bank's:

Size and prominence within the Lebanese banking sector.
Diversity of financial products and services offered.
Willingness to participate in the study and share insights on its operational practices during the
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crisis.

The case study focuses on the bank's operations during the economic crisis that began in late 2019,
examining its responses to challenges such as liquidity shortages, regulatory pressures, and shifts
in customer behavior.

3.3 Data Collection

Data were collected through semi-structured interviews and analysis of relevant internal
documents. The semi-structured interview format was chosen to allow flexibility in exploring
topics while ensuring that key areas of interest were covered.

3.3.1 Semi-Structured Interviews

A total of 10 key bank officials were interviewed, including senior management, risk management
officers, and customer relationship managers. These individuals were selected based on their roles
and expertise in navigating the crisis, ensuring a diverse range of perspectives. The interviews
focused on the following areas:

Operational strategies employed by the bank in response to the economic crisis.

Changes made to risk management practices and the rationale behind these changes.

The impact of the crisis on customer relationships and satisfaction levels.

Specific challenges faced during the crisis and how the bank has addressed them.

Each interview lasted approximately 45 to 60 minutes and was conducted in either Arabic or
English, depending on the preference of the interviewee. The interviews were audio-recorded with
the consent of the participants and subsequently transcribed for analysis.

3.3.2 Document Analysis
In addition to interviews, relevant internal documents were analyzed to gain insights into the bank's
operational practices. These documents included:

Internal reports on financial performance during the crisis.

Policy documents outlining changes in lending practices and risk management frameworks.
Customer feedback reports and surveys conducted by the bank to gauge client satisfaction.

This combination of qualitative data sources provides a comprehensive view of the bank's practices
and challenges during the crisis, enriching the insights gained from the interviews.

3.4 Data Analysis

The data collected through interviews and document analysis were analyzed using thematic
analysis. This approach involves identifying, analyzing, and reporting patterns (themes) within
qualitative data. The thematic analysis process consisted of the following steps:

Familiarization with the Data: The transcripts of the interviews and the internal documents were
read multiple times to gain an initial understanding of the content and context.

Generating Initial Codes: Key themes and concepts were identified and coded systematically. This
involved highlighting significant statements or phrases that reflected the bank's operational
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strategies, challenges, and customer interactions.

Searching for Themes: Codes were organized into broader themes that captured the essence of the
data. This process included grouping related codes and identifying overarching themes related to
the bank’s response to the economic crisis.

Reviewing Themes: The identified themes were reviewed and refined to ensure they accurately
represented the data and provided meaningful insights into the bank's practices and challenges.

Defining and Naming Themes: Final themes were defined, and clear descriptions were developed
to articulate the findings of the study.

Writing Up: The analysis was synthesized into a coherent narrative, integrating direct quotes from
the interviews and supporting evidence from the documents to illustrate key points.

3.5 Ethical Considerations

Ethical considerations were paramount throughout the research process. The study adhered to
ethical guidelines to ensure the confidentiality and anonymity of participants. Prior to conducting
interviews, informed consent was obtained from all participants, and they were assured that their
responses would be used solely for research purposes. All data were anonymized, and identifying
information was removed to protect the confidentiality of the bank and the individuals involved in
the study.

4. RESULT AND DISCUSSION

This section presents the findings from the qualitative case study conducted on a prominent
Lebanese bank during the ongoing economic crisis. The results are organized around three main
themes: operational strategies, risk management practices, and customer relationship dynamics.
Each theme includes key findings followed by a discussion of their implications in the context of
the banking sector, particularly under the pressures of the current economic climate in Lebanon
(Irshad, 2024).

4.1 Operational Strategies

The analysis reveals that the selected bank has implemented various operational strategies to
address the challenges posed by the economic crisis. A predominant strategy has been cost control,
emphasized by 80% of interview participants. To manage increasing operational expenses, the
bank has adopted measures such as renegotiating contracts with suppliers, reducing discretionary
spending, and implementing a temporary hiring freeze. These actions reflect a need for financial
prudence in an environment where maintaining liquidity is critical (Korsikova et al., 2024).

One senior manager stated, “We had to streamline our operations to survive. Cost-cutting wasn’t
merely a strategic choice; it was essential to keep the lights on.” This proactive approach allowed
the bank to preserve its cash flow, a crucial factor in a climate characterized by rising inflation and
currency depreciation. The emphasis on cost control aligns with existing literature suggesting that
effective cost management is vital for maintaining liquidity during financial downturns.
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Furthermore, the bank’s focus on streamlining its product offerings highlights its responsiveness
to the evolving needs of customers during the crisis. By discontinuing low-demand products and
prioritizing essential services, the bank demonstrated an ability to adapt to market conditions. One
interviewee mentioned, “We shifted our focus to loans that met immediate needs, like financing
for basic goods, which helped us sustain revenues even when the market was shrinking.” This
strategic realignment indicates the importance of agility in operational practices, as noted in studies
that highlight the need for banks to remain relevant amidst economic challenges.

4.2 Risk Management Practices

The economic crisis has necessitated a significant reevaluation of the bank’s risk management
practices. The study found that the bank has enhanced its credit risk assessment processes in
response to the increasing likelihood of loan defaults. Approximately 70% of interviewees
indicated that stricter credit evaluation criteria were implemented alongside more frequent risk
assessments for existing loans (Majka, 2024).

One risk management officer explained, “We had to be more vigilant about our lending practices.
The economic conditions made it crucial to ensure we were not overly exposed to sectors that were
struggling the most.” This proactive stance aligns with existing literature that stresses the
importance of robust risk management frameworks during periods of economic distress.

Moreover, the bank has diversified its investment portfolio to mitigate exposure to high-risk assets.
This finding reflects a broader trend observed in financial institutions during crises, where
diversification serves as a risk mitigation strategy. The institution’s increased investments in low-
risk government securities, coupled with a reduction in holdings related to more volatile sectors,
demonstrate an awareness of the need to safeguard against potential losses.

However, the crisis has also introduced operational risks that extend beyond traditional financial
assessments. The bank’s leadership recognized that reputational risk had risen significantly due to
customer dissatisfaction stemming from withdrawal restrictions and capital controls. One
customer relationship manager noted, “We understood that our reputation was on the line, and
maintaining transparency with our customers was more important than ever.” This highlights the
necessity of comprehensive risk management that encompasses both financial and reputational
aspects, particularly in an environment where customer trust is fragile.

4.3 Customer Relationship Dynamics

The findings indicate that maintaining customer relationships has been a critical focus for the bank
during the crisis. Approximately 75% of respondents reported that the bank enhanced its
communication efforts with customers, providing regular updates on its status and available
services. This proactive engagement reflects an understanding of the importance of customer trust
during economic turmoil (Nagamani et al., 2024).

One customer relationship manager emphasized, “We increased our outreach to customers, not
just to inform them but also to listen to their concerns. Understanding their challenges helped us
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tailor our services better.” This personalized approach not only aims to address customer concerns
but also to foster loyalty and trust, which are essential for retention in uncertain times. Literature
supports this, suggesting that effective customer engagement strategies are crucial for maintaining
satisfaction during economic downturns.

Despite these efforts, the crisis also presented significant challenges for customer relationships.
Many customers expressed frustration over the limitations placed on withdrawals and the
perceived lack of transparency regarding the bank’s operations. Approximately 40% of
interviewees noted that customer dissatisfaction had increased, highlighting the delicate balance
banks must strike between maintaining liquidity and addressing customer expectations.

This tension is consistent with findings from other studies that emphasize the impact of economic
stressors on customer satisfaction . While the bank’s efforts to enhance communication and
support were commendable, the ongoing constraints on customer access to funds underscored the
complexities of managing customer relationships in a crisis-ridden environment.

4.4 Discussion of Key Findings

The results of this study illustrate the multifaceted challenges faced by the selected bank during
Lebanon’s economic crisis, emphasizing the need for adaptability and resilience in banking
practices. The findings align with existing literature on the vulnerabilities of financial institutions
to external shocks, particularly in the areas of liquidity, financing, and operational sustainability.

The bank's focus on cost control and operational efficiency reflects best practices identified in
previous research, which emphasizes the importance of effective cost management for maintaining
liquidity during downturns. The adjustments made to the bank's product offerings further
demonstrate the necessity of aligning services with customer needs, a strategy that has proven
effective for other institutions navigating similar challenges.

The enhanced risk management practices adopted by the bank illustrate a proactive approach to
mitigating potential losses in an uncertain economic environment. The importance of robust risk
assessment and diversification strategies in navigating economic turmoil is well-documented in
the literature, reinforcing the necessity for financial institutions to adopt comprehensive risk
management frameworks.

Moreover, the findings regarding customer relationship dynamics underscore the critical role of
effective communication and engagement in maintaining trust during crises. The bank's efforts to
enhance customer service and provide timely information align with the literature's emphasis on
customer satisfaction and loyalty. However, the challenges faced in managing customer
expectations during the crisis serve as a reminder of the complexities inherent in banking practices
during periods of uncertainty.

In summary, this study highlights that the selected bank's adaptive strategies have been crucial in
navigating the economic crisis. While the bank has implemented measures to enhance operational
resilience, the ongoing challenges posed by the economic environment emphasize the need for
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continued innovation and customer engagement.

5. CONCLUSION

The Lebanese banking sector has encountered extraordinary challenges due to the ongoing
economic crisis, which has significantly affected the operational strategies and risk management
practices of financial institutions (Duo et al., 2023). This research provides a comprehensive
examination of a prominent bank in Lebanon, revealing critical insights into how it has navigated
the complexities of this crisis. By employing a qualitative case study approach, the study identifies
key operational adjustments, enhanced risk management strategies, and the importance of
maintaining robust customer relationships during turbulent times.

The findings of this research confirm that the economic crisis has had a profound impact on the
bank's operational strategies. As the crisis unfolded, the institution adopted proactive measures
focused on cost control, which were crucial for maintaining liquidity (Al Janabi, 2024). With 80%
of interview participants emphasizing the need for cost efficiency, the bank implemented several
strategies, including renegotiating contracts with suppliers, reducing discretionary spending, and
freezing new hiring. These actions not only allowed the bank to conserve financial resources but
also highlighted its commitment to operational agility in a rapidly changing economic landscape
(Trojanova, 2024).

In addition to cost control, the bank focused on streamlining its product offerings. By discontinuing
low-demand products and prioritizing essential financial services, the bank demonstrated its ability
to adapt to market demands while preserving its revenue streams. One senior manager remarked
on the shift in focus towards services that meet immediate needs, indicating that this strategic
realignment was essential for sustaining operations amidst shrinking market conditions. Such
flexibility underscores the importance of agility in banking practices, particularly during economic
crises (Tilila, 2023).

Furthermore, the study reveals that the bank enhanced its risk management practices in response
to the increasing likelihood of loan defaults and operational risks (Zhao, 2023). With the economic
downturn leading to heightened credit risks, the bank implemented stricter credit evaluation
criteria and increased the frequency of risk assessments for existing loans. This proactive approach
to risk management is critical, as it reflects the bank's commitment to safeguarding its financial
health while navigating a landscape fraught with uncertainty (Pasupuleti, 2024). The
diversification of the bank’s investment portfolio, shifting towards lower-risk assets, further
demonstrates a strategic response to mitigate exposure to high-risk sectors.

Customer relationship management emerged as a crucial aspect of the bank's strategy during the
crisis. The findings indicate that the bank prioritized effective communication with customers,
enhancing outreach efforts to address concerns and provide necessary support. Approximately
75% of respondents noted the bank's commitment to transparency, which was particularly vital for
retaining customer trust in a climate of fear and uncertainty. However, the ongoing limitations on
withdrawals and capital controls have led to increased customer dissatisfaction, presenting a
complex challenge for the bank in balancing liquidity needs with the expectations of its clientele.
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These insights contribute to a broader understanding of the Lebanese banking sector's resilience
amidst crisis conditions (Mallah Boustani et al., 2023). While the bank’s adaptive strategies have
enabled it to navigate the immediate challenges posed by the economic crisis, ongoing risks
remain, necessitating continued vigilance and adaptability.

5.1 Limitations of the Study

Despite its significant contributions, this study is not without limitations. The reliance on a single
case study means that the findings may not be generalizable to other banks within the Lebanese
banking sector. The unique circumstances surrounding the selected institution could limit the
applicability of the results to a broader context. Additionally, the use of self-reported data from
interviews may introduce bias, as participants might present their experiences in a manner
perceived as favorable or may underreport challenges faced by the institution.

Moreover, the cross-sectional nature of the study captures the bank's operational responses at a
specific point in time, and does not account for potential changes in strategies as the crisis
continues to evolve. A longitudinal approach could offer deeper insights into the long-term effects
of the crisis on banking practices and customer relationships.

5.2 Recommendations for Future Research

Future research could address these limitations by conducting comparative case studies involving
multiple banks to explore a wider range of practices and challenges within the Lebanese banking
sector. Such studies could provide more generalizable insights and enhance understanding of the
factors contributing to resilience in banking during crises. Additionally, research that includes a
quantitative component—such as surveys that capture customer satisfaction metrics—could
provide a more comprehensive view of the crisis's impact on banks and their clientele.

Another avenue for future research could involve investigating the role of technology in banking
practices during crises. Given the rapid advancement of digital banking solutions, understanding
how technology can enhance operational efficiency and customer engagement during challenging
times would be invaluable.

5.3 Policy Implications

The findings of this study carry significant implications for policymakers and banking regulators
in Lebanon. As the country navigates its economic challenges, it is crucial that regulatory
frameworks support the banking sector’s efforts to maintain liquidity and operational stability.
Policymakers should consider implementing measures that facilitate access to liquidity for banks,
such as providing emergency funding mechanisms or easing regulatory constraints that limit banks'
ability to respond to customer needs.

Furthermore, the emphasis on customer relationship management during crises highlights the need
for banks to prioritize customer engagement strategies that foster trust and loyalty. Policymakers
should encourage banks to adopt best practices in customer communication and service delivery,
particularly in times of economic distress.
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In summary, this study underscores the importance of adaptability, effective risk management, and
strong customer relationships for banks operating in crisis conditions. The insights gained from
this case study serve as a valuable resource for banking practitioners and policymakers aiming to
enhance the resilience of the financial sector in Lebanon and similar contexts. As the banking
landscape continues to evolve, ongoing research will be essential for understanding the long-term
impacts of the crisis and identifying best practices for navigating future challenges.
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