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I. STRATEGIC CONTEXT  

Country Context 

1. Lebanon is a small and densely populated upper middle-income country, with an average 
gross domestic product (GDP) per capita of US$9,413 (2011).1  The population of Lebanon is 
around 4.5 million living in Lebanon, with a large first- and second-generation diaspora.  More 
than 87 percent of the resident population lives in urban areas, with more than half in the capital 
city of Beirut.  The population is relatively young, with youth under the age of 14 representing 
25.8 percent of the population. 
 
2. Within its compact geographic area Lebanon has sizeable disparities in indicators for 
human development, due to the centralization of political and economic activity in Beirut, the 
capital city.  According to a report by the United Nations Development Program’s International 
Poverty Center in Lebanon, northern Lebanon holds 20.7 percent of Lebanon's population, but 
accounts for 38 percent of the poor and 46 percent of the country’s extremely poor.  In 
comparison, Beirut holds only 2.1 percent of Lebanon’s poor population, and 1 percent of the 
extremely poor.2  
 
3. Lebanon is a sectarian-based consensual democracy in which political authority is shared 
among the country’s multiple religious confessions.  The country’s intricate confessional 
governance system, its volatile domestic politics, and its recent history of conflict, have hindered 
its efforts at economic and public sector reform. 
 
4. Economic growth levels in Lebanon show serious fluctuations during the country’s 
modern history.  Economic volatility poses a serious obstacle to the country’s ambitions for 
sustainable growth.  With a second financial crisis in Europe and conflict in neighboring 
countries, the economy is expected to weather the turbulence but growth projections have been 
lowered to around 2 percent. 
 
5. The availability of electricity continues to be a constraint in Lebanon.  Enterprises in 
Lebanon cite power outages and the uncertainty of the supply of electricity is a top constraint to 
business development.  Production capacity within Lebanon is roughly 1,500 megawatts, against 
a national demand of approximately 2,400 megawatts.  Electricity production per capita kilowatt 
is 60 percent below the Middle East North Africa (MENA) regional average (2009) and among 
the lowest of the region.   
 
6. Lebanon is recognized regionally for its strong education system and its multilingual and 
educated entrepreneurial population.  With literacy rates above 90 percent, and gross tertiary 
enrollment of 54 percent, the country’s young graduates represent a competitive talent pool.  The 
country was ranked 89 out of 142 in the 2012 World Economic Forum Competitiveness report 
that recognizes Lebanon’s strong scores on education indicators and its entrepreneurial 
economy.3  

                                                 
1 All dollars are in United States dollars unless otherwise indicated. 
2 “Poverty, Growth and Income Distribution in Lebanon,” UNDP, International Poverty Center (2008). 
3 World Economic Forum, Competitiveness Report, 2012. 
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7. However, Lebanon’s unemployment rate—particularly youth and female 
unemployment—is high (34 percent youth unemployment, 18 percent female unemployment, 
and 11 percent total unemployment).  Around 14 percent of university graduates and 15 percent 
of those with secondary education are unemployed, relative to 10 percent among workers with 
no education, and only 7 percent among those with primary education.  The majority of wage 
employment in Lebanon is concentrated on low productivity services (35 percent) and the public 
administration (30 percent),4 with high productivity services representing 14 percent of 
employment.5  
 
8. On average Lebanon’s female workers are more educated than its male workers, yet 
females experience wage discrimination (particularly at advanced employment levels), they face 
more challenging working conditions than their male counterparts, and their participation in the 
labor force is low, at 23 percent, compared to the 58 percent average in other upper middle 
income countries, or the 71 percent of Lebanese males.  The number of female entrepreneurs is 
relatively low in Lebanon.6  
 
9. Furthermore, talent migration is endemic, with many of Lebanon’s brightest graduates 
seeking employment in the Arab Gulf, Europe, and North America.  The migration of skilled 
workers is a critical challenge to the Lebanese labor market, and its reversal has been identified 
as a priority to development in the World Bank Group’s (WB) Country Partnership Strategy for 
Lebanon (FY11-14).  It is estimated that 40 percent of male graduates and 20 percent of female 
graduates emigrate within five years of graduation.7  The inability of the Lebanese economy to 
retain its skilled graduates is influenced by structural inconsistencies between the educational 
composition of college graduates and the requirements and opportunities of local labor markets.8 
 
10. Lebanon is a regional leader in the creative media and financial industries, producing 
high-quality film, music, fashion, architecture, advertising, and design.  A study carried out on 
the economic contribution of creative industries in Lebanon revealed that the 10 industries 
included in the study (press and literature, motion picture, music, arts, visual graphics, 
photography, radio and television, software, advertising, and copyright collecting societies) in 
2005 contributed to around US$1.044 million to the Lebanese economy, or about 4.75 percent of 
GDP.9  Financial services account for 10.4 percent of the country’s GDP,10 communication and 
transportation 8.2 percent, and education 7.4 percent.11   
 

                                                 
4 Two thirds of low productivity services have secondary education or less. 
5 High productivity services which include ICT; financial and insurance activities; professional, scientific and 
technical activities are intensive in skilled labor; close to 80 percent of employees have a university diploma. 
6 “Gender-Based Differences among Entrepreneurs and Workers in Lebanon,” The World Bank, December 2009 
and “Good Jobs Needed:  The Role of Macro, Investment, Labor, Education and Social,” World Bank, June 2012. 
7 See http://lb.mofcom.gov.cn/accessory/201109/1317104700490.pdf 
8 “Good Jobs Needed:  The Role of Macro, Investment, Education, Labor and Social,” World Bank, June 2012. 
9 “Knowledge Intensive Industries:  Four Case Studies of Creative Industries in Arab Countries,” The World Bank, 
June 2009 and “The Economic Contribution of Copyright-Based Industries in Lebanon,” Melky, R., July, 2007 
10 Bilanbanque 2010 and National Accounts Lebanon 2010. 
11 International Monetary Fund, 2010. 
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11. Even though goods and services of the financial and creative media sectors are well 
positioned to deliver their content and products over new media—including mobile devices—
Lebanon has to deal with tough competition from neighboring economies (such as the lower cost 
Cairo, or the better equipped Dubai) that have attracted large portions of foreign direct 
investment, as well as a share of Lebanon’s most creative people.  In 2012 the Economist 
Intelligence Unit ranked Beirut 117 out of 120 cities in a global competitiveness survey, while 
Abu Dhabi, Dubai, and Doha ranked (respectively) 40, 41, and 47.12 
 
12. The prospect of creating a mobile Internet ecosystem in Lebanon offers the possibility of 
transformational effects on the country’s labor market that include greater geographic 
diversification, improved growth, and increased retention of skilled workers.  With mobile 
technology well distributed across Lebanon, such an ecosystem can create new economic 
opportunities in regions that have long been economically marginalized.  Fostering investment 
and capital accumulation in new and innovative sectors that use existing domestic human 
resources and skills can help unleash Lebanon’s potential for growth and over the long-term shift 
the economy towards a more sustainable growth model.   
 
Sectoral and Institutional Context 

13. The Ministry of Telecommunications (MoT) is the leading government institution in the 
telecommunications sector.  The MoT sets the sector’s policy, controls the country’s 
telecommunications infrastructure, and manages the relationship with Ogero (the publicly-owned 
fixed-line operator), and the two mobile management companies.  For the last two years, the WB 
assisted MoT on reform of the telecommunications sector by analyzing policy options and 
providing technical support for the strengthening of infrastructure, particularly for the 3G 
network.  The Telecommunications Regulatory Authority was established as an independent 
regulator under the Telecommunications Act of 2002. 

14. Wireless service in Lebanon is provided by two mobile network operators, Alfa 
(previously France Telecom Mobile Liban) and Touch Lebanon (previously LibanCell), with 
48.1 and 51.9 percent market share respectively.  Both operators are state-owned, but managed 
by private operators Zain Group of Kuwait (Touch) and Egypt’s Orascom Telecom (Alfa) 
respectively.  The two firms operate 2G and 3G services under contracts renewable on a year-to-
year basis, currently running through February 2013.  3G services cover 70 percent of Lebanon, 
and currently have 870,000 subscribers (June 2012).13 
 
15. Fixed broadband services in Lebanon are provided by the incumbent telecommunications 
provider, Ogero, that offers retail ADSL and wholesale services to 15 Internet service providers 
and nine data service providers.  Ogero has a 90.8 percent market share, while the other players 
share the remaining 9.2 percent.  As of June 2012, there were 413,000 broadband subscribers, 
corresponding to a 44 percent penetration of households, above the average penetration in the 
region (38.2 percent), but far below the average penetration in GDP per capita (89.2 percent).14  
 

                                                 
12 “Hot Spots. Benchmarking Global City Competitiveness, ”Economist Intelligence Unit, 2012. 
13 www.telegeography.com 
14 www.telegeography.com 
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16. Increasingly, Lebanon’s innovation in information communication technologies (ICT) 
has been concentrated in the development of new business opportunities.  Lebanon’s first 
technology incubator, Berytech, launched in 2001, has housed more than 150 entities and 
assisted more than 2,000 entrepreneurs.  The European Union gave Berytech accreditation (the 
first in the region) as a business innovation center.  In 2011, Seqeence, the country’s first 
accelerator, opened its doors, adding to a growing ecosystem of startup competitions and 
entrepreneurship support organizations.  The Beirut-based ArabNet, the region’s largest Internet 
and startup conference, was launched in 2009 and was followed in 2010 by the region’s first 
event in the Global Startup Weekend Series.15,16,17 

17. The emergence of this dynamic community has been almost entirely organic, and can be 
divided into three different groups:  (a) a small group of companies focused exclusively on 
mobile application consulting and development; (b) companies with supply-side mobile 
application business interests, including developers that produce applications as a value-added 
service to their existing ICT business or as an expansion thereof; and (c) startups and young 
companies that are product centric, meaning they are in the business of developing games or 
financial payment solutions and use the mobile Internet as one of their channels to engage 
customers.  The lack of and difficulty in accessing financial resources, together with 
infrastructure problems (mainly bandwidth speed and availability) and the high cost of 
connectivity are, according to Lebanese developers, the greatest barriers to the industry’s growth 
in Lebanon.18 

18. By 2015 MoT’s planned “Beirut Digital District” initiative intends to provide the 
infrastructure to cluster the ICT industry in four buildings, with a total surface of 15,000 square 
meters.  The district, which has recently inaugurated the first of its buildings (3,200 square 
meters), will provide state-of-the-art facilities and high-speed fiber-optic connections.19  The 
Government of Lebanon (GoL) is also targeting the financial and entrepreneurial constraints 
through institutions such as Kafalat or the Investment Development Authority of Lebanon to 
help facilitate access to commercial bank funding, guarantees, or tax exemptions for new 
companies in sectors such as information technology (IT), telecommunications, and media. 

19. Stakeholders within the mobile Internet ecosystem highlight that there are still certain 
constraints that impede the industry from leapfrogging to become a regional leader:  (a) 
insufficient specialized talents and skills available within Lebanon,20 given the brain drain the 
country faces; (b) lack of collaboration and exposure of the ecosystem to international markets 
and best practices; and (c) deficiencies within the enabling environment related to regulation and 
infrastructure. 

                                                 
15 http://www.economist.com/node/21560243?fsrc=scn/tw/te/pe/otherarabspring 
16 http://on.wsj.com/L1umaB 
17 www.berytech.org  
18 http://www.executive-magazine.com/getarticle.php?article=15228 
19 http://www.naharnet.com/stories/en/52302 
20 Lebanon ranking in the ITU ICT Skill Index, which captures ICT capacity or skills in the country, has declined 
from the 57th position in 2008 to the 62 position in 2010 out of 152 countries (“Measuring the Information Society,” 
ITU, 2011). 
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20. This four-year proposed project was developed in response to a request from the MoT for 
a dynamic and innovative program of activities to build a mobile Internet ecosystem that 
increases the number of startup projects and employment in the sector.  The creation of this 
mobile Internet ecosystem will address the identified market failures by:  (a) supporting the 
development of entrepreneurship and engineering skills and talent among young people, 
(b) providing incentives for young entrepreneurs to remain in Lebanon, (c) reinforcing and 
advancing the regional competitiveness of Lebanon’s core creative and finance industries, 
(d) strengthening the capacity of Lebanon’s universities as centers of innovation and excellence, 
and (e) linking Lebanon’s young talent and businesses to regional and global markets. 

Higher Level Objectives to Which the Project Contributes 

21. The project is in line with the World Bank Group’s Country Partnership Strategy for 
Lebanon (FY11-14) (Report 54690-LB).  The project will foster economic growth, job creation, 
and competitiveness in the economy, through the creation of a culture of entrepreneurship, the 
development of a pipeline of startup projects, and the enhancement of the talent pool’s skills to 
meet the global standards of the ICT industry (Strategic Goal 2:  Competitive Business 
Environment).  The project will extend the use of ICT tools, particularly mobile Internet, to 
traditionally competitive industries in Lebanon (such as the creative industries, media, 
advertising, and banking) in order to increase their competitiveness in international markets 
where the use of ICT tools is prevalent.   
 
22. The project will target the existing gap between education and market needs in Lebanon21 
by increasing entrepreneurial skills among Lebanon’s youth and providing hands-on training in 
partnership with industry and universities via internships and project co-creation programs 
(Strategic Goal 4:  Human Capital Development and Social Protection). 
 
23. Finally, the project will target gender inequities that exist in Lebanon’s private sector by 
reducing the gap between males and females in terms of access to job opportunities, ease to 
create a business, or access to finance.  The project will provide specific training and mentorship 
to women-owned startups, and will leverage the higher education level of Lebanon’s female 
workers22 (Strategic Goal 2:  Competitive Business Environment and Strategic Goal 4:  Human 
Capital Development and Social Protection). 
 
24. The project has strong support within the Government and it is aligned with the 
Government’s latest Economic and Social Reform Action Plan (Private Sector Development, 
Infrastructure and Human Development Pillars).  It will benefit sector stakeholders by 
strengthening the mobile Internet industry to be internationally competitive.  In addition, the 
project has synergies with the Bank’s portfolio of activities in the country, such as the “Lebanon 
First-time Job Seekers Program,” one of the operational implications of the Macro, Investment, 
Labor, Education and Social Report.23  This program seeks to enhance youth employability 
through a combination of employability skills, intermediation, on-the-job training, and incentives 

                                                 
21 The recent Employer-Employee Survey shows that mismatches between the skills required by a given job and the 
skills of the worker holding the job are common, particularly among wage employees. 
22 “Gender-Based Differences among Entrepreneurs and Workers in Lebanon,” The World Bank, December 2009 
23 “Good Jobs Needed:  The Role of Macro, Investment, Labor, Education and Social,” World Bank, June 2012. 
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to employers.  The project will also be complemented by the Lebanon Innovation and SME 
Growth project which will provide development grants to startup projects generated by the 
project, and by the Institutional Development Fund Grant to the Telecommunications Regulatory 
Authority of Lebanon which will strengthen Lebanon’s regulatory environment for 
telecommunications. 
 
 

II. PROJECT DEVELOPMENT OBJECTIVES 

Project Development Objective (PDO) 

25. The project’s development objective is to strengthen innovation and entrepreneurship in 
the Lebanese mobile Internet ecosystem.24 
 

Project Beneficiaries 
 
26. The project’s direct beneficiaries will be the community of software developers, 
university students and graduates (in ICT, business, design, and other related fields), ICT sector 
firms (particularly those with mobile Internet businesses), vertical industries where mobile 
applications can improve the efficiency of their business (such as banking, media, advertising, 
etc.), and the mobile user population.   
 
27. Developers and graduates will benefit from training and new job opportunities by 
demonstrating their talents through competitions in mobile applications and other events.  
Entrepreneurs will benefit from new services offered to the mobile Internet industry through 
living labs, the Mobile Innovation Hub (MiHub), and the coordination of industry clusters 
(described further in Component 2 below).  ICT firms will benefit by having a better-trained 
talent pool, related industries will benefit by implementing mobile Internet solutions into their 
business, and mobile users will benefit by having access to and using new mobile Internet 
services and applications. 
 

PDO Level Results Indicators 
 
28. By strengthening the mobile Internet ecosystem, the project seeks to achieve the 
following key results: 

 Increased number of startup projects in the ICT sector (particularly mobile Internet) 

 Increased number of graduates participating in the program who work in domestic ICT 
industry  

 High percentage of project beneficiaries satisfied with MiHub services 

 Positive impact on IT/ITES sector of World Bank Technical Assistance. 

 Increased number of direct project beneficiaries (of which women %). 

                                                 
24 The network of institutions and organizations in the public and private sectors, whose activities and interactions 
initiate, import, modify, and diffuse new products, services, and technologies in the mobile Internet sector. 
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29. The project is expected to retain talent in Lebanon by creating high-skills 
entrepreneurship and employment in the mobile Internet industry.  Although the level of talent 
retained will be difficult to measure directly, the number of start-up projects created in the 
country by Lebanese entrepreneurs will serve as a proxy to measure the attractiveness of 
Lebanon’s improved mobile Internet ecosystem.  A baseline study for all these indicators will be 
conducted (Component 4). 
 
 

III. PROJECT DESCRIPTION 

Project Components 

30. The project will strengthen innovation and entrepreneurship in the mobile Internet 
ecosystem through three components targeting the specific needs of this industry, in order to 
develop international competitiveness.  Component 1 increases entrepreneurial skills and 
practical training of the Lebanese talent pool to enhance its competitiveness in the industry.  
Component 2 creates the instruments for the industry to interact and develop innovation 
networks to increase its maturity and global competitiveness.  Component 3 assesses Lebanon’s 
competitive position in ICT-enabled industries to identify areas where improvements are needed, 
and to eventually help the Government implement the needed reforms.  In addition, the project 
will support the complementary functions of project management (Component 4).  The project 
will create a MiHub to be a focal point of the industry, serving as an intermediary and catalyst of 
innovation among all the stakeholders of the ecosystem.  The MiHub is intended to be an 
intermediary with the objective of collecting, transferring and mainstreaming international 
innovation knowledge and practices to the Lebanese ecosystem.25  With this objective in mind, 
the MiHub will manage and coordinate the activities of Components 1 and 2.  The project is 
structured along four main components as described below: 
 
31. Component 1:  Skills Development and Attraction of Talent (US$1.75 million) 
increases entrepreneurial skills and practical training of the Lebanese talent pool to address the 
identified skills-gap between university graduates and industry needs.  The component targets 
the community of entrepreneurs, software developers and university graduates, and its main 
goals are to attract a sufficient number of members of these communities to the mobile Internet 
industry, and to provide these communities with sufficient skills, capacity, and knowledge to 
develop mobile Internet start-up projects.26 
 
32. The subcomponents financed under Component 1 are:  (a) a series of mobile Internet 
competitions (MICs) with a program of structured skills and capacity-building that includes a 
training program to address mobile Internet programming and entrepreneurship and problem-
solving skills, and a mentorship and international exchange program for entrepreneurs; and (b) a 
university-industry platform, where all universities in Lebanon can participate in a mobile 

                                                 
25 The network of institutions and organizations in the public and private sectors, whose activities and interactions 
initiate, import, modify, and diffuse new products, services, and technologies in the mobile Internet sector in 
Lebanon.  The main members of this ecosystem are represented in MiHub’s advisory board.. 
26 Start-up projects are defined as a prototype of the mobile Internet service or application and a business plan to 
present for incubation or financing. 



- 8 - 
 

Internet industry internship program and in a learning module consisting of co-creation 
(university students-industry) of mobile Internet projects. 
 
33. Component 2:  Strengthening and Growth of the Mobile Internet Industry (US$2.90 
million) creates the instruments for the industry to interact and develop innovation networks to 
increase its maturity and global competitiveness.  The component will finance the following 
subcomponents:  (a) creation and financing of operations during the course of the project of the 
MiHub with a mandate focused on serving as a catalyst for innovation of the industry, focal point 
of the industry, providing a forum for cooperation, building of synergies  and transferring of 
international knowledge and best practices to the Lebanese ecosystem, and on managing the 
activities of Component 1 and 2; (b) creation of industry clusters with other vertical industries 
(media, advertising, design, banking, etc.), and establishment of a testing facility (living lab) and 
project development platform to test mobile Internet prototypes and provide access to the MiHub 
community to project development within international networks of open innovation; and (c) 
designing a structured promotion campaign, including brand image, to develop a culture of 
entrepreneurship in this industry and attract talent and domestic and international attention to 
Lebanon’s emerging mobile Internet industry. 
 
34. Component 3:  Enhancement of Mobile Internet Enabling Environment (US$0.5 
million) will assess Lebanon’s competitive position in ICT-enabled industries to evaluate the 
potential of the country to use mobile Internet and other ICT platforms to increase its 
competitive position within the region and internationally.  The assistance will assess the current 
Lebanese environment for ICT-enabled services and will develop a road map and 
recommendations for the expansion of ICT-enabled services to key competitive industries to 
enhance Lebanon competitiveness.  These recommendations will serve to foster the growth of 
the mobile Internet industry and its expansion throughout vertical industries, and will include 
targeted reforms for an enabling environment and other policy actions.  The results of this study 
will allow the project to identify more focused actions, particularly in the links with vertical 
industry, during the life of the project.  The component will fund consultations with stakeholders 
and government to build consensus on the strategic direction to implement specific lines of 
action and reforms.  Follow-up activities (technical assistance) will be funded to implement these 
reforms. The reforms will allow the ICT industry and the mobile Internet industry (in particular), 
to grow and expand throughout the Lebanese economy to provide support and reinforce the 
activities under Components 1 and 2. 
 
35. Component 4:  Project Management (US$0.75 million) finances data collection on 
indicators to measure project progress and results and strengthens the Financial and Procurement 
Management Team’s (FPMT) management capabilities.  Specifically, this component will fund 
the baseline studies (indicators) and surveys of the mobile Internet industry in Lebanon for 
project impact measurement.  It will also finance the salaries and training for FPMT personnel, 
including procurement and financial management training, as well as consultants to support the 
FPMT along with standard project management costs such as project coordination, procurement, 
financial management, monitoring and evaluation (M&E), communication, office equipment, 
incremental operating costs, and audits.  
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Project Financing 

Lending Instrument 
 
36. The lending instrument will be a Specific Investment Loan from the International Bank 
of Reconstruction and Development (IBRD) of US$6.4 million provided under IBRD terms.  
The GoL has selected a variable spread loan, commitment-linked with a maturity of 12 years, 
including a five-year grace period. 
 
 Project Cost and Financing 
 
37. The project will be financed through an IBRD loan of US$6.4 million. The GoL will 
cofinance the project by matching the IBRD loan amount (US$6.4 million equivalent of 
government funds).  The GoL commits to have availability and continuity of funds to finance the 
50 percent of the project in a way not to delay implementation.   
 
 

Table 1.  Project Financing 
Project Components Project cost IBRD Financing 

Percent Financing 
(including taxes) 

1. Skills development and attraction of industry 
talents 
 
2.Strengthening and growth of mobile Internet 
industry 
 
3. Enhancement of mobile Internet enabling 
environment 
 
4. Project management 
 
Total Baseline Costs 
   Physical contingencies 
   Price contingencies 
 

3,500,000 
 
5,800,000 
 
 
1,000,000 
 
 
 1,500,000 
 
11,800,000 
 
1,000,000 

1,750,000 
 
2,900,000 
 
 
   500,000 
 
 
   750,000 
 
5,900,000 
 
   500,000 

50 
 
50 
 
 
50 
 
 
50 
 
50 
 
50 

 

Total Project Costs 
Interest During Implementation 
Front-End Fees 
Total Financing Required 

12,800,000 6,400,000 50 

 
 
Lessons Learned and Reflected in the Project Design 

38. Support to real estate driven IT parks has limited impact on industry development.  
Several experiences in the MENA region and elsewhere have shown that issues related to the 
environment of the real estate market have driven many initiatives for the development of the IT 
industry.  Countries in MENA tend to be preoccupied with the development of complex 
“technology buildings,” “technology cities,” and “technology villages.”  There is often limited 
impact of these real estate developments.  Most experiences are characterized by a lack of 
services and training provided to the incubated enterprises.  Even those that have shown success 
(for example, the Smart Village in Cairo) are appropriate for specific segments of the IT industry 
(for example business process outsourcing and call centers) where Lebanon does not have a 
strong positioning.  This lesson is incorporated in the project design, which de-emphasizes real 
estate development and focuses instead on training and capacity enhancement activities.  This is 
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consistent with the leading analysis of emerging IT clusters that focuses on the quality of human 
resources (McKinsey ranks human resources as the key factor for location of IT business). 
 
39. Support to the IT industry may create a positive coalition in favor of telecommunications 
reform.  The Bank team in recent years has carried out in-depth sector dialogue on broadband 
reform in Lebanon.  This has had limited impact, and was hindered by a political dispute 
between different factions.  The ICT sector is still in need of fundamental reform in order to roll 
out broadband in a meaningful way.  However, the development of the IT industry, with a focus 
on enabling youth and new enterprises, is a noncontroversial topic.  People of various political 
orientations with differing views on telecommunications reform converge in their support of this 
project.  The development of a healthy IT industry with a focus on the mobile Internet and 
mobile application segments is expected to create positive pressures for ICT sector reform.  In 
this regard, India serves as a useful example; it developed its IT industry into a multibillion 
dollar transformative industry, in the context of an initially closed telecommunications sector.  
Indian IT entrepreneurs, federated into one industry (National Association of Software and 
Services Companies), lobbied in favor of telecommunications reform and ultimately succeeded.  
A similar situation is expected in Lebanon.  The discussion on broadband reform can be 
“depoliticized,” and put in the hands of a better organized IT industry, which will lobby for 
higher bandwidth at a more affordable cost. 
 
40. The Government should not drive IT industry development, but can be a key player.  
Experience has shown that extensive industrial policy in the technology sector has largely failed.  
For this reason, the project does not focus on specific verticals of the mobile Internet and mobile 
applications industry (mobile for finance, mobile for education etc.), leaving the market and 
demand to determine the exact focus of industry specialization.  The project aims at developing 
mobile computing skills among the (university) graduate population and stimulating their 
entrepreneurial spirit to develop applications and mobile Internet solutions in various sectors to 
respond to different priorities.  The project design focuses on the creation of a nongovernmental 
organization (NGO) representative of the industry players and of the main educational 
establishments. 
 
 

IV. IMPLEMENTATION 

Institutional and Implementation Arrangements 

41. Due to the technical nature of the project, and the need for a neutral political and 
commercial structure that convenes all stakeholders from the mobile Internet ecosystem, the 
project implementation will be carried out through a two-fold institutional arrangement 
structure, comprising:  (a) a FPMT at MoT and (b) a technical and independent entity, the 
MiHub to be created by the FPMT.  MoT (primarily through its participation in the MiHub 
Advisory Board [Annex 3]) will have a leading role in guiding the implementation of the project 
according to the objectives stated in this PAD. 
 
42. The MoT will recruit through a competitive process the Financial and Procurement 
Project Manager (FPPM).  The FPPM will coordinate the activities of the FPMT, and will be 
dedicated full-time to the project.  The FPPM will be supported by full-time and part-time 
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consultants, including a Financial Officer (FO), a Procurement Specialist, and a small number of 
consultants, as needed.  The functions of the FPMT will be to:  (a) create the MiHub as a 
technical and independent entity to manage the implementation of Components 1 and 2 of the 
Project; (b) provide financial and procurement support to the MiHub for implementation of 
Components 1 and 2, and; (c) implement Component 3. 
 
43. The MiHub will take the form of a NGO and it will be an independent and autonomous 
entity.  The MiHub will follow specific auditing and financial controls and salaries of its staff 
will be subject to caps, which should be competitive enough with the private sector to attract 
adequate talent.  The MiHub will have a lean organization and its principal staff will be limited 
to an Executive Director (ED) (who will also act as manager) and four or five Project Managers 
(PM) for each of the activities.  The ED will report to the 12 members of the MiHub Advisory 
Board (composition of the Board in Annex 3) and MoT will have a qualified vote for a limited 
number of subjects to ensure that project implementation follows the objectives stated in the 
PAD.  The structure of the MiHub and the staff responsibilities are presented in Annex 3.  If 
needed and under strict supervision of the FPMT, MiHub staff could be supported by additional 
consultants for specific tasks and by interns. 
 
Results Monitoring and Evaluation 

44. The FPMT will be in charge of the M&E aspects of the project.  The FPPM will be 
responsible for issuing a 6-months report on project implementation status, updated project 
indicators at all levels, and a list of corrective actions.  M&E of the project will be embedded in 
its various components, and technical assistance provided through the project will include 
support for M&E.  The information required to monitor and evaluate project progress will be 
maintained by the FPMT at the central level and collected by the different focal points at 
activity/component levels.  Sources of the information and data will include the MiHub, MoT, 
the living lab, the co-creation platform, and, where relevant, national entities in charge of 
collecting economic and demographic data.  Over the course of the project, all entities in charge 
of collecting or providing data will develop capacity to collect and analyze information for their 
use (for specific targets, see Annex 1). 
 
Sustainability 
 
45. MoT and the other government institutions with authority over the mobile Internet 
industry are committed to strengthening Lebanon’s mobile Internet ecosystem.  The co-financing 
of project activities by GoL is evidence of this commitment.   
 
46. The aim of this project is to implement activities that would be sustainable in the future 
by serving as a catalyst to coordinate the multiple actors of the Lebanese ecosystem and to 
mainstream to these actors the international innovation knowledge and best practices, reducing 
the need for government involvement in the long run.  The economic analysis (Annex 6) 
provides further details on the sustainability of the project.  The MiHub is the pillar of this 
project as it will be the forum where the Lebanese ecosystem actors will meet, coordinate, learn, 
and adopt the international knowledge and best practices which are currently missing in 
Lebanon.  The purpose of the MiHub is to serve as a catalyst that kick starts the mobile internet 
ecosystem and provides the international knowledge and actions for its members to test and 
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adopt in a coordinated approach.  As the project matures (end year 1 or year 2), a specific 
assessment of knowledge transferring and mainstreaming will be conducted to evaluate the 
impact of these activities and lessons learnt in the process and to propose actions for the effective 
knowledge transfer and mainstreaming of activities to the ecosystem actors.  This will ensure the 
implementation of concrete actions based on experience on the ground so that the Lebanese 
ecosystem adopts and integrates MiHub’s main activities by the end of the project.   
 
 

V. KEY RISKS AND MITIGATION MEASURES 
 
Risk Ratings Summary Table 
 

Table 2.  Risk Ratings 

 Stakeholder Risk M 

Implementing Agency Risk   

- Capacity S 

- Governance M 

Project Risk  

- Design S 

- Social and Environmental L 

- Program and Donor L 

- Delivery Monitoring and Sustainability S 

- Other:  Incubation and Financing Capacity M 

Overall Implementation Risk S 

 
 
Overall Risk Rating Explanation 

47. The overall risk rating is considered Substantial as this is an innovative project and 
country risk is high.  Design project risk is also rated Substantial due to the project’s innovative 
nature—the first of its kind by the WB.  Although the elements that compose the design of the 
project are based on successful proven international examples, the design of the project, as a 
whole, is a new approach for the WB. 
 
48. The risks are outweighed by the potential for the high impact and the multiplier effects 
caused by the strengthening the mobile Internet ecosystem, and making it competitive in the 
international arena (including high-skill employment, entrepreneurship opportunities, retention 
of talent, and increase of Lebanon’s competitiveness).  And the risk is further reduced by the 
project’s design that targets coordination and capacity gaps that the private sector alone cannot 
solve. 
 
 



- 13 - 
 

VI. APPRAISAL SUMMARY  

Economic and Financial Analyses 

49. The economic analysis for the Project takes into account only the actual revenue streams 
generated by the created startups and the costs of their inception.  Other benefits come into play, 
such as direct and indirect employability, increase in technical skills, and potential spillovers in 
other ICT related industries.  However, at this stage these effects are difficult to estimate so they 
are not included in the model. 
 
50. The model includes several assumptions, established through several consultations 
conducted with industry related stakeholders, as well as previous WB experiences with similar 
projects.  The assumptions include:  (a) cost of startup creation of US$20,000 per startup 
company; (b) different startup categories, depending on performance and profitability (Star, 
Sustained, Subsistence, and Fail); and (c) distribution of startups skewed toward the Fail 
category.  The model also includes three scenarios (Optimistic, Neutral, and Pessimistic), 
percolated with two different migration paths (Accelerated and Slow).   
 
51. The model estimates that 135 companies will be trained in a four-year period, with 
training distributed among the different startup performances, migration paths, and scenarios.  
Taking into account the potential revenues per startup and the costs attached to the creation of 
each startup, the net present value for the four-year period was calculated, obtaining an average 
expected value of US$11.4 million for the accelerated path and US$9.9 million for the slow path 
for an 8.5 percent discount rate.27  The assumptions and hypothesis included in the model lead to 
the conclusion that the project has a positive economic value. 
 
Technical 
 
52. The technical solutions proposed in the project design are appropriate to address the 
sector needs.  The project design targets missing linkages in the nascent Lebanese mobile 
Internet ecosystem by:  (a) providing a forum for industry cooperation and transferring on 
international knowledge and best practices, and (b) by extending mobile Internet throughout the 
economy.  It also fosters innovation and entrepreneurship by building a pipeline of start-up 
projects that addresses the demand-gap of the financing community.  Finally, it enhances the 
skills of the talent pool to address the university-industry skills gap.  These different solutions 
offer a comprehensive response to the client need, and are based on effective international best 
practices.  It builds on the WB’s global experience in mobile Internet mobilization and in 
innovation and entrepreneurship, which includes infoDev’s Mobile Labs, the Water Hackathon 
and Jamaica Digital Jam 2.0. 
 

                                                 
27 The discount rate was established based on the foreign currency debt data, for the list of outstanding Eurobonds as 
of March 31 2012, published by the Ministry of Finance of the Government of Lebanon 
(http://www.finance.gov.lb/). The bonds referred to correspond to a simple average of the yields with a maturity of 5 
and 7 years (2019 and 2021), 7.67 and 9.04 respectively (http://www.finance.gov.lb/en-
US/finance/PublicDebt/Documents/Quarterly%20Debt%20Report/2012/Debt%20and%20Debt%20Markets%20Q1
%202012.pdf).  
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53. The creation of innovation hubs as open innovation intermediaries has proved successful 
to nurture and catalyze innovation and industry development, particularly in the areas of 
technology applications and digital services.  Examples of successful innovation hub structures 
include the Media Lab in the Massachusetts Institute of Technology (MIT Media Lab) in the 
United States, the Amsterdam Innovation Motor in the Netherlands, Forum Virium in Finland, 
and Manchester Digital Development Agency in the European Union.28 
 
54. Similarly, platforms for co-creation and testing facilities, such as living labs, have also 
proved successful (internationally) at fostering innovation and entrepreneurship and 
strengthening the university-industry cooperation.  Examples of internationally recognized co-
creation platforms include those developed in European Nordic countries, such as Demola, 
Protomo and Suuntaamo.29  Testing and open innovation facilities, such as living labs, facilitate 
co-creation of projects and innovation and acceleration of project development by providing an 
accessible testing environment to the innovation community.  Examples of internationally 
successful living labs are included in the European Network of Living Labs (ENoLL), an 
international federation of benchmarked living labs that includes almost 300 member labs 
worldwide.30  
 
55. Hackathons and MIC have been effective tools to attract talent towards developing 
mobile applications and fostering entrepreneurship and innovation in this field.  The WB’s recent 
experience with Water Hackathon and Jamaica Digital Jam 2.0 shows the great potential of these 
tools.  In Cairo, Egypt, one of the multiple locations of the Water Hackathon, the event alone 
attracted more than 70 teams.  It resulted in internationally competing projects, one of which was 
selected as one of the 50 worldwide finalist of the Google Business Competition.  Digital Jam 
2.0 selected over 30 teams from a pool of 60 for an accelerated training and mentorship program.  
Among the five winning projects, some became active commercial applications. 
 
56. Any software technology to be developed under this project will conform to relevant 
international standards and it will prioritize the use of internationally recognized open standards 
to minimize re-invention and allow for interoperability, sustainability, and more cost-effective 
solutions. 
 
Financial Management 

57. The MoT’s Financial Management (FM) system was assessed, by examining the 
accounting system, accounting policies and procedures, budgeting system, reporting, staffing, 
internal control policies and procedures, internal auditing, and external auditing arrangements in 
accordance with the WB guidelines under FM practices in WB-financed investment operations 
of March 1, 2010.  The objective of the FM assessment was to evaluate the MoT’s FM system in 
order to ensure that the project has an adequate FM system in place that satisfies the WB’s 
OP/BP 10.02.   
 

                                                 
28 See e.g. http://media.mit.edu/:  www.aimsterdam.nl/english; http://www.forumvirium.fi/en/; 
http://testplats.com/doc/; http://www.manchesterdda.com/  
29 http://demola.fi/, http://protomo.fi/, http://suuntaamo.fi/. 
30 http://www.openlivinglabs.eu/ 
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58. The proposed Project’s value is estimated at around US$12.7 million and will be 
cofinanced equally between the WB and the MoT.  The Project’s objective is to increase the 
number of start-up projects in the ICT sector, raise employment in ICT sector, and enhance the 
ICT sector-enabling environment.  The Project’s direct beneficiaries will be the community of 
software developers, university students and graduates in ICT and business fields, and ICT sector 
firms, particularly those with mobile Internet businesses.   
 
59. This project will be the first WB-financed project that MoT will implement.   Thus, MoT 
has limited experience and knowledge of the WB’s financial management and disbursement 
guidelines and policies.   
 
60. MoT lacks a computerized financial information system that can track, record, and report 
financial and budgeting transactions, and generate financial reports.  It has limited number of 
financial staff capable of handling, recording, or monitoring financial transactions.  Its records 
are subject to post audit by the Government’s Court of Accounts.  Moreover, the FM system in 
place is based on principals and procedures defined by the legal framework and operational 
decrees applicable to MoT.  Accordingly, the MoT FM system is subject to the Government’s 
Public Accounting Law, which is generally assessed as outdated, as it enforces duplicate internal 
controls and overlapping accountability functions, in addition to its insufficient accounting and 
reporting frameworks, limited capacity of external audit and lack of internal audit.   
 
61. Based on the FM assessment, the FM risk was assessed as Substantial before mitigating 
measures, and will be lowered to Moderate with the effectively implemented mitigating 
measures.  A FPMT will be created within the MoT, which will be the responsible entity for the 
Project’s financial and procurement arrangements.   
 
62. The FM assessment recommended that the following mitigating measures be 
implemented: 
 

(a) To hire an experienced FO to handle the FM arrangements of the project in accordance 
with clearly defined terms of reference (ToR) that are acceptable to the WB. The newly 
recruited FO will be trained on the WB policies, procedures, and guidelines upon joining. 

(b) To hire an internal auditor in accordance with clearly defined ToRs that are acceptable to 
the WB. The newly recruited internal auditor will be trained on the WB policies, 
procedures, and guidelines upon joining and will be responsible for monitoring the 
approval process on payment requests in accordance with the ToRs and the terms of the 
project’s FM manual; The internal auditor will report directly to the Minister of MoT. 

(c) To purchase new accounting software with customized modules that that can generate 
quarterly unaudited interim financial reports (IFRs) and annual project financial 
statements (PFS), manage assets, and record financial and budgeting transactions. The 
newly recruited FPMT staff should be trained on the accounting software so that they can 
perform their jobs. 

 

(d) As part of the Project Operations Manual (POM), develop an FM manual that discloses 
the roles and responsibilities of each FPMT member, to ensure that proper segregation of 
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duties is maintained, and that the project’s internal control processes and procedures are 
properly and transparently documented.  The FM manual shall be ready no later than 
three months after the project’s effectiveness.  Since the proposed Project will be 
cofinanced with the MoT, MoT payment requests will have to follow the Public 
Accounting Law complemented by the WB requirements, guidelines, and procedures.  
Therefore there will be use of country systems complemented by the use of WB 
procedures and guidelines. 

(e) To appoint and finance from the project funds, an acceptable external auditor as per terms 
of reference acceptable to the Bank to audit the Project financial statements. The auditor 
should issue a yearly project audit report and a management letter no later than six 
months after the end of each fiscal year. 

(f) To prepare and submit to the Bank  interim unaudited financial reports (IFRs) for the Project 
covering the quarter not later than 45 days after the end of each quarter, in form and substance 
satisfactory to the Bank. Moreover, the newly purchased accounting software is expected to 
generate IFRs compliant with International Public Accounting Standards (IPSAS). 

(g) To open a designated account (DA) at the Central Bank of Lebanon that will account for 
the WB’s share of financing.  In addition, there will be other available disbursement 
methods, replenishments, and reimbursements.  Disbursements will be made in 
accordance with the provisions stated in the loan agreement and the disbursement letter.  
Moreover, the E-disbursement method will be used to accelerate disbursements and 
facilitate project implementation. 

 
63. Retroactive financing up to 20 percent (a maximum of US$1.28 million) of the loan 
amount will be allowed for eligible expenditures made on or after, October 1, 2012  and up to the 
date of the signing of the Loan Agreement.  Payments will be made only for items procured in 
accordance with WB applicable procurement procedures. 
 
64. In accordance with the WB disclosure policy, effective July 1, 2010, the WB shall make 
publicly available the Borrower’s audited annual PFS for all investment lending operations. 
 

Procurement 

65. Overall procurement risk assessment.  MoT has authority over Lebanon’s 
telecommunications sector and has worked for two years with the WB team in broadband policy.  
Although MoT has received Bank technical assistance over the last two years, MoT staff is not 
acquainted with Bank investment operations.  To ensure effective project implementation, 
capacity will need to be reinforced through training and support by consultants.  This capacity 
enhancement is part of the project design—Component 4 will fund procurement training to the 
FPMT staff during the project preparation and execution.  The procurement risk rating is 
Substantial, and if mitigated successfully, will be upgraded to Moderate.  The following are the 
mitigating measures: 
 

 Implement record security and backup program as early as possible in the project 
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 Agree on a plan to acquire the necessary procurement expertise (e.g., through hiring, 
outsourcing, etc.) 

 Ensure that proper timelines and appropriate quality reviews are observed, especially 
when activities financed by the government budget are concerned 

 Allow the bidders at least four weeks to prepare quality bids 

 Publish contract award (names of first and second ranked contractors, contract amount, 
contract scope, duration of contract) 

 Set deadlines for submission of complaints and for decision making by the agency; 

 Agree on appropriate dispute resolution provisions for contracts (at least for Bank 
financed ones, note that it is mandatory for International Competitive Bidding); 

 Require audit by independent private auditors. 
66. 6.17 Proposed procurement arrangements:  “Guidelines On Preventing and Combating 
Fraud and Corruption in Projects Financed by IBRD Loans and IDA Credits and Grants” dated 
October 15, 2006 and updated January 2011, WB “Guidelines:  Procurement of Goods, Works 
and Nonconsulting Services under IBRD Loans and IDA Credits and Grants by WB Borrowers” 
dated January 2011 and WB “Guidelines:  Selection and Employment of Consultants under 
IBRD Loans and IDA Credits and Grants by WB Borrowers” dated January 2011, shall apply to 
the project. 
 

• International and National Competitive Bidding (NCB), and shopping will be used for 
procurement of works and goods and nonconsulting services, and Individual Consultants 
and Least Cost Selection as well as Quality and Cost Based Selection, Quality Based 
Selection, and Consultant Qualification Selection for the selection of consultants.  
Exceptionally, single sourcing and direct contract shall be used after approval of the 
Bank. 

• The POM contains a procurement section attaching (in particular) the national standard 
bidding document that will, if needed, be revised to be acceptable by the Bank. 

• The Procurement Plan (dated October 10, 2012) has been developed for the whole project 
and will be updated and sent for Bank’s clearance bi-annually or as needed. 

 
Social and Environment (including Safeguards) 

67. This project does not trigger social or environmental issues.  This project is rated 
Category C. 
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Annex 1:  Results Framework and Monitoring 

LEBANON:  Mobile Internet Ecosystem Project 
 

 

Project Development Objective (PDO):  To strengthen innovation and entrepreneurship in the Lebanese mobile Internet ecosystem 

PDO Level Results Indicators* 

C
or

e Unit of 
Measure 

Baseline 
Cumulative Target Values** 

Frequency 
Data Source/ 
Methodology 

Responsibility 
for Data 

Collection YR 1 YR 2 YR3 YR 4 YR5 

Increased number of startup 
projects in the ICT sector 
(particularly mobile Internet) 

 
Number of 

startup 
projects 

0 0 9 18 35 60 
annual MiHub MiHub 

Number of graduates 
participating in the program 
working in domestic ICT industry  

 
 

Number 0 0 50 150 300 500 
annual Universities MiHub 

Percentage of project 
beneficiaries satisfied with 
MiHub services 

 
 

Percentage 0 0 60 70 80 85 
annual 

MiHub 
survey 

MiHub 

Impact on IT/ITES sector of 
World Bank technical assistance  

 
 

(1–5) 1 1 1 2 3 3 
annual MoT FPMT 

Number of direct project 
beneficiaries (of which women 
%) 

 
 

Number of 
people 

% gender 

0 40 350 
20% 

1,000 
30% 

2,000 
40% 

3,500 
50% annual MiHub FPMT 

INTERMEDIATE RESULTS 

Intermediate Result (Component One):  Skills Development and Attraction of Industry Talents - Promotion of application development, Promotion of mobile Internet 
industry, Skills enhancement  

Number of mobile applications 
competitions hosted 

 
 

Number 0 0 1 3 6 9 
6 months MiHub MiHub 

Number of graduates 
participating in internships 

 
 

Number 0 0 50 150 300 500 
annual Universities MiHub 

Number of  project beneficiaries 
participating in ICT startup 
projects  

 
 

 

Number 0 10 32 44 56 80 
annual MiHub MiHub 

Intermediate Result (Component Two):  Strengthening and Growth of Mobile Internet Industry - Creation and management of MiHub, industry cluster, living lab and co-
creation platform  
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Percentage of Living Lab users 
satisfied with the service 

 Percentage 0 
 

0 60 70 80 85 
6 months 

MiHub 
survey 

MiHub 

Number of MiHub beneficiaries   Number 0 0 50 150 300 500 
6 months MiHub FPMT 

Number of vertical industries 
participating in clusters 

 Number 0 4 8 12 16 20 
3 months MiHub MiHub 

Manpower trained under 
component 2 

 Number of 
people 

0 40 330 880 1,800 3,200 
6 months MiHub MiHub 

Intermediate Result (Component Three):  Enhancement of Mobile Internet Enabling Environment - Improvement of mobile Internet regulatory environment
  

Number of recommendations 
regarding the enabling 
environment that are 
implemented by the Government 

 
 

 

Number 0 0 0 2 4 5 

annual MoT FPMT 
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Annex 2:  Detailed Project Description 

LEBANON:  Mobile Internet Ecosystem Project 
 
1. The project aims to strengthen innovation and entrepreneurship in the mobile Internet 
ecosystem through three focused components that target the specific needs of this industry to 
achieve a critical mass and develop international competitiveness.  Component 1 increases 
entrepreneurial skills and practical industry training of the Lebanese talent pool to attract it to 
this industry.  Component 2 creates the instruments for the industry to interact and develop 
innovation networks to increase its maturity and global competitiveness.  Component 3 assesses 
Lebanon’s competitive position in ICT-enabled industries to identify focused actions for this 
industry and implement the needed enabling environment reforms.  In addition, the project will 
support the complementary functions of project management (Component 4). 
 
2. The project will create a MiHub to be the focal point of the industry, serving as 
intermediary and a catalyst for innovation among all the stakeholders of the ecosystem.  The 
MiHub will be a new entity with a lean and agile organization (with an ED and assigned project 
managers, see Annex 3:  Implementation Arrangements) with a mandate to transfer and 
mainstream international innovation best practices to the Lebanese ecosystem, and will manage 
and coordinate the activities of Components 1 and 2, paying close attention to links and 
synergies and interaction with all the stakeholders of the ecosystem.   
 
3. The program is structured along four components as described below. 
 
4. Component 1:  Skills Development and Attraction of Talent (US$1.75 million) 
increases entrepreneurial skills and practical training of the Lebanese talent pool to address the 
identified skills-gap between university graduates and industry needs.  The component targets 
the community of entrepreneurs, software developers, and university graduates; its main goals 
are to attract a sufficient number of members of these communities to the mobile Internet 
industry, and to provide these communities with sufficient skills, capacity, and knowledge to 
develop mobile Internet start-up projects.31 
 
5. The subcomponents financed under Component 1 are: 
 

(a) A series of MICs with a structured skills and capacity-building program that will include 
a training program to address mobile Internet programming and entrepreneurship and 
problem-solving skills, and a mentorship and international exchange program for 
entrepreneurs, and;  
 

(b) A university-industry platform, where all universities in Lebanon can participate in a 
mobile Internet industry internship program and in a learning module consisting of co-
creation (university students-industry) of mobile Internet projects.   
 

                                                 
31 Startup projects are defined as a prototype of the mobile Internet service or application and a business plan to 
present for incubation or financing. 
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6. The subcomponents of Component 1 are complementary although Subcomponent 1(b) 
is offered only to students matriculating in Lebanese universities that are members of the 
university-industry platform.  Subcomponent 1(a) is open to any participant meeting the 
requisites of the MIC (including software developers, graduate students, or any other qualified 
individuals).  Component 1’s two subcomponents reinforce each other by attracting communities 
of software developers and university graduates to the mobile Internet industry either through the 
creation of startup projects or the enhancement of skills needed for employment in the industry. 
 
7. Subcomponent 1(a) MICs will finance a series of MICs per year that will increase in 
frequency during the project (first year, two MICs; second year, two MICs; and third and fourth 
years three MICs).  The purpose of this activity is to energize the community of software 
developers and attract talent to the mobile Internet industry, as well as to provide skills and 
knowledge to the participants to develop startup projects. 
 
8. MICs consist of a structured fast-tracked training and mentorship program of six 
months (Figure A2.1).  They will be focused between commercial/industry themes and 
social/government themes on an initial 75 to 25 ratio of total MICs, which can be modified based 
on demand.  The commercial/industry themes will be coordinated with the activities of the 
clusters (Component 2) and will be done in collaboration with vertical industries, such as media, 
advertising, banking, etc.  MiHub will choose the themes strategically and on a readiness basis 
with the specific vertical industry.  The social/government themes will be developed in 
coordination with government and social stakeholders, and will also be selected according to 
readiness. 
 
 

Figure A2.1.  Subcomponent 1(a) Mobile Internet Competitions 
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9. To attract and select talent for this industry, MICs will use hackathons as a screening 
process.  Hackathons are short-term events (one or two days) where representatives present 
problem statements from industry, government, civil society, and/or participants (many of whom 
are developers).  The participants then form teams to create rapid concepts of mobile Internet 
solutions to those problem statements.  These events generally end with a prize awarded to the 
best teams.  In the case of MICs, the hackathon event will serve to select on a merit base the 
teams that are ready for the training and mentorship program to develop a startup project.   
 
10. The hackathon screening process will work as follows:  An open invitation will be 
issued for teams to participate in the hackathon event (the invitation and the events will be 
marketed and promoted as part of the Promotion Campaign of Component 2).  Participating 
teams will be invited to present a proposal for a mobile application on the problem statement 
related to the competition’s theme.  A panel of judges representing industry (e.g., incubators, 
finance community, and industry experts) will select the best teams on a merit basis.  Teams will 
be encouraged to be multidisciplinary, including fields such as software development, business, 
and design.  
 
11. The selected teams will enter into a six-month mentorship and training program aimed 
at developing startup projects.  This program will provide a mentor per team to guide the team 
through the process of developing these startups.  The mentors will be provided by the industry 
in Lebanon and by the various organizations that have access to expertise or programs in this 
area and connections with regional and international networks of experts (some of them 
Lebanese diaspora networks) and mentorship organizations, such as Mowgli, Wamda, Tech 
Wadi, and Lebnet.32  To encourage women’s entrepreneurship, specific mentorship will be 
provided for women entrepreneurs, as a complement to the general mentorship program.  The 
mentors for this specific program can use Lebanese and regional organizations, such as the 
Lebanese League of Woman in Business,33 and regional programs, such as United States 
Department of State’s Bureau of Educational and Cultural Affairs Tech Women.34  The program 
will be coupled with a structured skills and knowledge training addressing the existing education 
gaps indicated by the industry.   
 
12. Initially the skills and knowledge training will have four modules:  (a) multiplatform 
mobile Internet language and programming (e.g., IOs, Android, Windows Mobile, Blackberry); 
(b) business and entrepreneurship skills (e.g., business plans, cash flow analysis, pitching, social 
media, marketing, etc.); (c) problem solving, networking, and teamwork; and (d) industry or 
social/government theme background.   
 
13. The program will be designed to be dynamic, and it will be updated every year (at least) 
in order to include the most up-to-date materials and to address actual education gaps from 
average participants.  The program will consist of a mix of online and onsite courses to allow 
participants to access the courses from different locations in Lebanon; this will improve the 
distribution of knowledge throughout Lebanon and will contribute to narrowing the regional 
development gap.  These courses will be scheduled and developed with regional partners, such as 

                                                 
32  http://mowgli.org.uk/, http://www.wamda.com/, http://techwadi.org/ and  http://www.lebnet.us/ 
33 http://www.llwb.org/ 
34 http://www.techwomen.org/ 
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the Business Incubation Association in Tripoli,35 in a variety of areas of Lebanon, if needed.  
Onsite courses will be designed to create a network among participant teams and will include 
team-building and teamwork activities among different teams. 
 
14. After four months of the mentorship and training program, participating teams will 
compete to enter into an international exchange program, from which fewer teams will be 
identified from a merit-based selection.  These teams will participate in opportunities in 
technology entrepreneurship and networking in the world’s leading industry hubs (for instance, 
Silicon Valley in the United States).  This experience will allow Lebanese entrepreneurs and 
developers to benefit from the track records of leading international developers of mobile 
application developers.  The project will partner with specialized organizations and institutions, 
such as Black Box36 or Demola,37 for this international exchange program. 
 
15. At the end of the six-month mentorship and training program, teams will present their 
startup projects to a panel of experts representing the community of incubators, accelerators, and 
early-stage financiers in Lebanon.  A large variety of such incubators and venture capital 
companies are presently involved in and ready to provide the necessary funding for 
entrepreneurial activity in the area of mobile Internet ecosystem development.  The winners of 
the competition will receive direct financing/incubation through a program with one of the panel 
partners:  during project preparation, stakeholders, incubators, investors and ICT multinationals 
proposed to sponsor incubation for six months and capital injections for one to three projects per 
training program.  The number of winners will be decided by the panel of experts on a merit 
basis and partners can also decide to extend offers for financing and incubation to non-winning 
teams if they wish. 
 
16. Activities funded under Subcomponent 1(a) are: 
 

(a) Organization, promotion and management of hackathon events and selection events 
(panels 1, 2 and 3) of MICs. 

(b) Development, maintenance, and upgrades/updates of the training program, including 
online modules and their software delivery platform, along with the organization, 
management, and delivery of the complete training program including onsite 
complementary sessions. 

(c) Organization and management of mentorship programs, including the selection, 
monitoring, and evaluation of mentors. 

(d) Organization, management, and delivery of ICT entrepreneurship international exchange 
programs for selected teams. 

 
17. Subcomponent 1(b) University-Industry Platform will finance a platform that offers 
access to an internship exchange with the mobile Internet industry; and to a mobile Internet 
project exchange for student-industry co-creation of ICT projects, with emphasis on mobile 
Internet applications and services (Figure A2.2).  This platform will be developed in 
                                                 
35 http://www.biatcenter.org/ 
36 http://blackbox.vc/ 
37 http://demola.fi/ 
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collaboration with Lebanese universities and the industry and will be open to any student 
matriculating in a Lebanese university who qualifies for either exchange.  The goal of this 
platform will be to provide hands-on training to students to complement university education 
with real-life work and project experience.  The platform will be managed by the MiHub and 
will have strong links with the industry clusters and the living lab activities of Component 2. 
 
 

Figure A2.2 - Subcomponent 1(b) University-Industry Platform 

 
 
 
18. The internship exchange will offer several one- to three-month summer internships in 
the industry (including startups, SMEs, large-sized companies, and multinational corporations) 
for students in Lebanese universities who are between years of their graduate studies.  These 
internships aim to provide real experience in industry (which in Lebanon, is an uncommon 
practice) to help students hone their theoretical knowledge and skills.  Such experience can help 
students choose a career path, prepare for possible full-time employment after graduation, and 
give an opportunity to apply theoretical knowledge in a real-life environment and learn from the 
challenges that arise.  In addition, the internship exchange can help create an internship culture in 
university technology studies, which worldwide has shown to be an efficient model of 
technological development.   
 
19. To qualify for the exchange, internship offerings from the industry will need to provide 
quality real-work experience to students.  The MiHub will monitor the quality of the internships 
by surveying on a regular basis students and companies.  The MiHub will collaborate with the 
GoL to provide incentives (such as exemption of interns’ social costs or taxes) for companies to 
provide internships. 
 
20. The University-Industry Platform will offer to university students a project exchange 
for student-industry co-creation.  Projects offered in this exchange will be real projects from the 
industry, with an emphasis on mobile Internet, and it will be open to students in the last year of 
graduate studies in a Lebanese platform-member university.  University-industry project co-
creation has been a successful practice in leading innovation countries such as Finland (Box 
A2.1).  The industry will submit project proposals or problem statements to be developed by 
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university students to the exchange for co-creation with them.  Companies are required to 
appoint a project manager to interact and co-create the project with university students.  Project 
proposals will be subject to quality criteria to be agreed between the industry and the MiHub.  
The intellectual property rights regime of the projects will remain with students (current practice 
in Lebanon) although another regime can be negotiated between the industry and students under 
the MiHub program. 
 
 

 
 
 
21. The projects will be developed throughout the year and may include complementary 
training by universities.  Participating teams will be encouraged to be multidisciplinary (e.g., 
software engineer, business, and design).  The MiHub will work with Lebanese universities and 
the GoL to make this project part of the academic curriculum (currently, universities provide 
credits for student projects in the last year of study, which makes possible accreditation of the 
University-Industry Platform projects).  By linking the academic core curriculum to the outcome 
of the project, students will have a strong incentive to perform at their best and deliver tangible 
results in terms of prototype development.  At the end of the year, all teams will participate in a 
project competition for incubation/financing by the private sector, and the most successful 
projects will be chosen for further development (i.e., prototype implementation and business 
plan).   
 
22. Activities funded under Subcomponent 1(b) is the development, maintenance, and 
upgrades/updates of software University-Industry Platform exchange (e.g., virtual market and 
selection process) for internships and student-industry co-creation projects. 
 

Box A2.1.  University-industry Co-creation in Finland 
 
A co-creation platform is a business strategy that focuses on providing a suitable environment for the 
development of innovative products that better address the needs of a market as a result of a structured process of 
interaction between various stakeholders.  In the case of university-industry co-creation, the synergistic 
relationship between university graduates and various industries is focused on by creating an institutional 
structure in which both graduates and companies can come together in order to create solutions to the respective 
industries’ most pressing problems. 
 
A co-creation platform seeks to inspire innovation by means of creating the necessary institutional environment 
in which it can most naturally and effectively take place.  Co-creation platforms employ a highly rigorous process 
in the selection of the members involved in the innovation process in order to ensure the ideal mix of 
information, expertise, talent, and creativity.  The co-creation platform connects various parties (e.g., industry 
expert, program developer, graphic designer, etc.) and allows them to share knowledge in a structured and 
orderly fashion with the ultimate end product of creating innovative solutions to various industry challenges. 
 
Finland has been a pioneer in the development of such platforms. Demola, Protomo, and Suuntaamo are 
internationally recognized co-creation platforms for students and companies.  These platforms allow university 
students to develop products and to service demo concepts together with companies in order to create new 
solutions to real-life problems.  They provide an inspiring and effective atmosphere of active co-creation and new 
learning opportunities for students and professionals of different universities and organizations.  For example, 
during the first three years of Demola’s activity, over 200 service and product prototypes were co-created by 
more than 1000 talented students and 93 percent of the results were claimed for business use. 
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23. Component 2:  Strengthening and Growth of Mobile Internet Industry (US$2.90 
million) creates the instruments for the industry to interact and develop innovation networks to 
increase its maturity and its global competitiveness.   
 
24. The component will finance the following subcomponents: 
 

(a) Creation and operating costs of the MiHub with a mandate focused on serving as a 
catalyst industry innovation, focal point of the industry, providing a forum for 
cooperation and building of synergies, and transferring of international knowledge and 
best practices to the Lebanese ecosystem, and managing the activities of Component 1 
and 2.   
 

(b) Creation of industry clusters with other vertical industries (e.g., media, advertising, 
design, banking, etc.), and establishment of a testing facility (living lab) and project 
development platform to test mobile Internet prototypes and provide access for the 
MiHub community to project development within international open innovation 
networks.   
 

(c) A structured promotion campaign, including brand image, to develop an 
entrepreneurship culture and attract talent and domestic and international attention to 
the emerging mobile Internet industry in Lebanon. 

 
25. Subcomponent 2(a) Creation and Partial Sustainability of MiHub will finance the 
creation and sustainability of the MiHub during the life of the Project.  The MiHub will act as a 
focal point of the industry, serving as intermediary and catalyst innovation among all the 
stakeholders of the ecosystem with the purpose of mainstreaming innovation, international 
knowledge and best practices that comprise its activities.  This type of hub intermediary has 
proven successful to nurture and catalyze innovation and industry development in fast-paced and 
highly innovative industries, particularly in the areas of technology applications and digital 
services, worldwide.  Examples of successful innovation hub structures include the Media Lab of 
the MIT in the United States, the Amsterdam Innovation Motor in the Netherlands, Forum 
Virium in Finland, and Manchester Digital Development Agency, in the European Union.38 
 
26. The MiHub will have a lean and agile organizational structure (Annex 3:  
Implementation Arrangements) with a mandate focused on the roles mentioned above, providing 
a forum for cooperation and building of synergies, and managing the activities of Components 1 
and 2.  It will provide a physical space for mobile Internet ecosystem stakeholders to plan, 
organize and test the activities learnt through the project.  By fostering cooperation and 
synergies, this space will become a hub that contributes to the development of networks for 
industry collaboration and innovation. 
 
27. The MiHub will serve as the industry focal point for this nascent industry, coordinating 
and linking various industry stakeholders to each other.  It will be independent from government 
and have a participatory membership and advisory board representing all members of the 

                                                 
38 See e.g. http://media.mit.edu/:  www.aimsterdam.nl/english; http://www.forumvirium.fi/en/; 
http://testplats.com/doc/; http://www.manchesterdda.com/  
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ecosystem with the aim of being politically unbiased (Annex 3:  Implementation Arrangements).  
This is important in a country where political and religious differences have led to protracted 
conflict in the past.  In this respect, the MiHub’s aim will be to function as a neutral ground in 
order to attract the participation and collaboration of all relevant stakeholders.  In addition, due 
to regional disparities in development, the Hub will strive to incorporate stakeholders from 
various geographical areas in Lebanon, and by doing so it would help alleviate regional 
developmental gaps and spread the benefits of mobile Internet project development to various 
communities. 
 
28. Activities funded under Subcomponent 2(a) are: 
 

(a) Creation and establishment of MiHub, including establishment of legal entity (e.g., 
NGO) and definition of internal organizational structure and personnel functions 

(b) Selection and financing of MiHub personnel, including an ED, a limited number of 
Project Managers and Assistants (Annex 3:  Implementation Arrangements) 

(c) Operational costs, including, among others, furniture, software, supplies, transport, 
part-time consultants, training and utilities 

(d) Assessment of mainstreaming  of MiHub activities before year 2 of the Project. 
 
29. Subcomponent 2(b) Creation of Industry Clusters and Establishment of Prototypes 
Testing Facility (living lab) and a Project Development Platform will finance the creation of 
industry clusters with other vertical industries (e.g., media, advertising, design, banking, etc.), 
and the establishment of a testing facility (living lab) and a platform to provide access for the 
MiHub community to project development within international open innovation networks.   
 
30. Industry clusters will provide a link between vertical industries where Lebanon has a 
strong competitive position (e.g., media, advertising, design, banking) and mobile Internet 
stakeholders (e.g., industry, developers, etc.) to expand mobile Internet activities to those 
industries.  The MiHub will facilitate the creation of these clusters that are intended to become 
industry-specific hubs, where mobile Internet companies and vertical companies interact and 
cooperate in common projects.  This will provide the mobile Internet industry with access to new 
markets in which it can contribute to new solutions and grow.  In addition, the clusters would 
aim to raise the productivity and enhance the functioning of the vertical industries by virtue of 
the innovative solutions those industries will acquire.  The clusters can also leverage existing 
initiatives, such as the Media and Arts Cluster at the Lebanese incubator Berytech.39  
 
31. To facilitate the creation of the clusters, the MiHub will develop structured cooperation 
and training programs between the mobile Internet sector and the vertical industries to strengthen 
industry collaboration and the creation of common prototypes.  The aim is to enable integration 
between mobile Internet developers and those industries, which is expected to lead to the 
formation of industry-specific clusters that can serve as a fertile ground for technical and 
commercial cooperation.  The clusters would include an international experts program that 
would provide the benefit of the expertise and success stories of industry champions from across 

                                                 
39 http://www.berytech.org/ 
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the world.  The MiHub will organize networking events for vertical industry and MiHub 
members similar to Mobile Monday40 events or those of other similar organizations.  The MiHub 
will leverage similar or complementary initiatives already existing in Lebanon such as those 
developed by MIT Enterprise Forum or Beryetch, among others. 
 
32. The MiHub will create and host a testing facility for prototypes (living lab) and a 
platform to provide access to the MiHub community to project development within international 
open innovation networks (Box 2.2).  This follows international standards of best practice that 
have been applied at other successful labs such as Aalto University and the MIT Media Lab.  
This living lab/co-creation platform will be connected to international lab networks such as the 
European Network of Living Labs (ENoLL)41 or infoDev’s Mobile Applications Laboratories42 
network.  The local Lebanese labs will also develop project co-creation programs with 
multinational companies in the mobile Internet arena, further expanding the outreach of the 
Lebanese mobile Internet industry and allowing it to benefit from international expertise.  This 
activity will leverage existing testing facilities in Lebanon such as Berytech’s living lab.43 
 
 

 
 
 
33. The industry (either domestic or international) can use the open innovation platform to 
propose needs, problems, or projects that require mobile Internet to the MiHub community, 
which will make them available for members.  The criteria for the projects will be the same as 
those for the co-creation project exchange of Activity 1(b).  Developers who are members of the 
MiHub will bid for projects from the industry.  The company offering the project will select the 
winning bid and will sign a co-creation project agreement.   
 
34. Activities funded under Subcomponent 2(b) are: 
 

(a) Organization and management of a series of vertical cluster (e.g., media, advertising, 
design, banking, etc.) workshops, conferences and other events with domestic and 
international experts 

                                                 
40 http://www.mobilemonday.net/ 
41 http://www.openlivinglabs.eu/ 
42 See:  http://www.infodev.org/en/Project.116.html 
43 http://www.openlivinglabs.eu/livinglab/berytech-living-lab-bell 

Box A2.2.  Testing Facilities for Prototypes (Living Labs) 
 
A living lab is a research and development concept that involves testing and experimentation where users and 
producers co-create innovations.  A living lab geared to the development of mobile Internet products would 
allow various industries, entrepreneurs, and developers to join forces in the co-creation of innovative solutions 
that can address various market shortages.  The advantage of a living lab is that it allows the development of a 
shared product design between users and producers and testing of prototypes in interaction with users.  A good 
example is the European Network of Living Labs (ENoLL), an international federation of benchmarked living 
labs in Europe and worldwide that includes more than 274 member labs.  The Network provides strategic 
guidance to labs in various countries of origin. 
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(b) Organization and management of networking events between vertical industries and the 
MiHub community, such as Mobile Monday type events 

(c) Creation and financing of operation costs testing facility for prototypes (living lab) and a 
platform to provide access for the MiHub community to project development within 
international open innovation networks, including accreditation and membership of 
networks, such as ENoLL. 

 
35. Subcomponent 2(c) Brand Image and Promotion Campaign.  A structured promotion 
campaign will support the other activities of Components 1 and 2 to attract domestic talent to 
these activities (e.g., mobile applications competitions) and other actors, such as vertical 
industries, towards the mobile Internet industry.  This campaign will provide a reputable brand 
for the mobile Internet industry with which young talent initiating startup projects can identify.  
The aim here is to eliminate the identified social bias in the country toward payroll jobs versus 
entrepreneurship, develop an entrepreneurship culture for the ICT sector for university students 
and generally in Lebanon, and attract local talent to this activity.  The campaign will also serve 
to reinforce the unity of the industry and to make its activities attractive to other industries (e.g., 
vertical industries through clusters).  The campaign will follow the examples of successful best 
practices internationally and in the region, such as Oasis 500 in Jordan.44  The promotion 
campaign will contribute to the expansion of the Lebanese mobile Internet industry as it grows 
and matures and will help configure the MiHub as a center of excellence for the region.   
 
36. Activities funded under Subcomponent 2(c) are: 
 

(a) Creation of brand, image, and communications strategy for the MiHub and the activities 
it manages (Components 1 and 2). 

(b) Financing of promotion campaign, including implementation of communications strategy 
with the goals specified in this subcomponent, domestically and internationally (if the 
industry matures and as the MiHub evolves into a regional center of excellence), 
including roadshows. 

 
37. Component 3:  Enhancement of mobile Internet enabling environment (US$0.50 
million) will provide an assessment of Lebanon’s competitive position in ICT-enabled industries 
to evaluate the country’s potential to use mobile Internet and other ICT platforms to increase its 
competitive position regionally and internationally.  The assistance will assess the current 
Lebanese environment for ICT-enabled services and will develop a roadmap and 
recommendations for the expansion of ICT-enabled services to key competitive industries to 
enhance Lebanon’s overall competitiveness.  These recommendations will serve to foster the 
growth of the mobile Internet industry and its expansion throughout vertical industries and will 
include enabling environment-targeted reforms and other policy actions.  In addition, the results 
of this study should suggest more focused actions on linking the mobile Internet and vertical 
industries during project implementation.   
 
38. The component will fund follow-up technical assistance to implement these 
recommendations after consultation with stakeholders and government to build consensus on 

                                                 
44 http://www.oasis500.com/ 
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specific lines of action and reforms.  These reforms would aim to allow the ICT industry and the 
mobile Internet industry to grow and expand throughout the Lebanon’s economy, providing 
support and reinforcement to the activities under Components 1 and 2. 
 
39. Activities funded under Component 3 are: 
 

(a) Technical assistance to evaluate the potential of the country to use mobile Internet and 
other ICT platforms to increase its competitive position regionally and internationally, 
including consultations and workshops with stakeholders 

(b) Follow-up technical assistance to implement these recommendations and reforms as 
agreed with GoL. 

 
40. Component 4:  Project management (US$ 0.75 million) finances data collection on 
indicators to measure project progress and results and strengthens the FPMT management 
capabilities.   
 
41. Activities funded under Component 4 are: 

(a) Baseline and follow-up studies of the mobile Internet industry in Lebanon for project 
impact measurement, and  

(b) Salaries and training for the FPMT personnel and consultants to support the FPMT 
along with other project management costs, including project coordination, 
procurement, financial management, monitoring and evaluation, communication, 
environmental and social safeguards, office equipment, incremental operating costs, 
and audits. 

 
42. The project design includes a Contingency (US$0.50 million). 
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Annex 3:  Implementation Arrangements 

LEBANON:  Mobile Internet Ecosystem Project 
 
Project Institutional and Implementation Arrangements 
 
1. Due to the technical nature of the project, and the need for a neutral political and 
commercial structure that convenes all stakeholders from the mobile Internet ecosystem, the 
project implementation will be carried out through a two-fold institutional arrangements 
structure.  This two-fold structure comprises a FPMT at MoT and a technical and independent 
entity, the MiHub created by the FPMT (paragraph A3.12, on sequence of MiHub creation).  
However, MoT, primarily through its participation in the MiHub Advisory Board (paragraph 8) 
will have a leading role in guiding the implementation of the project according to the objectives 
stated in this PAD. 
 
 

Figure A3.1.  Institutional Arrangements:  Project Administration Mechanisms 

 
 
 

2. The functions of the FPMT will be:   
 

(a) Create the MiHub as a technical and independent entity to manage the implementation 
of Components 1 and 2 of the Project 

(b) Provide financial and procurement support to the MiHub for implementation of 
Components 1 and 2, and 

(c) Implement Component 3.   
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3. The MiHub, once created, will be the sole responsible for technical implementation of 
Components 1 and 2.  The FPMT will limit its functions on Components 1 and 2 to financial and 
procurement support and will not be able to interfere in any implementation issues or in the flow 
of funds for any other reasons than guarding the procurement, disbursement, financial 
management, and other applicable rules of the WB.  
 
4. The MoT’s FPMT will be coordinated by FPPM, who will be competitively recruited by 
the MoT.  The FPPM will be dedicated full time to the project.  The FPPM will be supported by 
full-time and part-time consultants, including a FO, a Procurement Specialist, and a small 
number of consultants, as needed.  As its very first task, the FPMT will create the MiHub.   
 
5. The structure of the FPMT is shown in Figure 3.2 below.  The FPPM will have 
experience in the functioning of the Lebanese administration, preferably working with MoT.  He 
or she will be dedicated full time to the coordination of the WB project and will report directly to 
the Minister of Telecommunications (MoT).  Full-time and part-time consultants, including a 
financial management specialist and a procurement specialist, whose jobs will be to ensure that 
the project is implemented according to WB Procurement and Financial Management 
Guidelines, will support the FPPM.  The FPMT will oversee the results of activities managed by 
the MiHub and will manage Component 3 (Enabling Environment).  In addition, the FPMT will 
collaborate with the MiHub in the creation and development of all other project activities. 
 
 

Figure A3.2. 

 
 
Mobile Innovation Hub 
 
6. The MiHub will take the form of a NGO and it will be an independent and autonomous 
entity.  The MiHub will follow specific auditing and financial controls and salaries of its staff 
will be subject to caps, which should be competitive enough with the private sector to attract 
adequate talent.  In the creation of the MiHub, MoT (and within it, the FPMT) will follow the 
principles described in this section.  In particular, MoT will ensure that the MiHub will be an 
independent entity and that the NGO form of the MiHub will be designed to provide a neutral 
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political and commercial forum for all mobile Internet ecosystem stakeholders to participate on a 
level playing field.   
 
7. The MiHub will have a lean organization and its principal staff will be limited to an ED 
(who will also act as President) and four to five Project Directors for each of the MiHub 
activities.  The Project Directors in turn will each have one supporting staff.  The structure of the 
MiHub and the staff responsibilities are presented in Figure A3.3.  If needed and under strict 
supervision of the FPMT, MiHub staff could be supported by consultants for specific tasks and 
by interns. 
 
 

Figure 3.3.  MiHub Structure 

 
 
 
8. The management organization will need to be politically and commercially neutral and 
collaborate with all industry stakeholders.  The MiHub will have an Advisory Board (or similar 
structure that is advisory in nature).  The Board will be made up of mobile Internet sector 
stakeholder representatives, including industry, financing, universities, government, and civil 
society.  It will have 12 members, who should be perceived as neutral and representative of the 
different industry stakeholder groups.  Its initial composition will be as follows:  three 
representatives of universities, three representatives of potential financiers in the sector, 
including one banking association, three representatives of the ICT industry, including the two 
major ICT industry associations (software and hardware), one representative of the MoT, one 
representative of the Telecommunication Regulation Authority, and one representative of mobile 
operators.  This composition will be stated in the MiHub bylaws (or other legal document 
that regulates the internal functioning of the MiHub) and could be modified only by consensus of 
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the Advisory Board members.  The shareholders of the MiHub will select the members of the 
Advisory Board on their categories (e.g., universities stakeholders will select the representative 
of universities, etc.) following a nomination and election process.  Because the board comprises 
only twelve members and in order to ensure a fair representation of the sector stakeholders, 
members will be elected for a term period (e.g., one year) and will rotate (following a 
nomination and election process) among universities, industries, financiers, and mobile 
operators.  The chair will be a member of the ICT industry group. 
 
9. To ensure that project implementation follows the objectives stated in this PAD, MoT 
would have a guiding role in MiHub Advisory Board on key subjects, for which MoT will have a 
qualified vote.  These subjects are the following:  (a) selecting or removing off the ED and 
Program Managers (when their selection and removal has not been delegated to ED); 
(b) delegating to ED selection and removal of Project Managers; (c) defining additional 
mandates for the MiHub, and (d) Adding or removing a new activity to the portfolio of MiHub.  
When a vote on these subjects is carried out at the board and there is a tie, MoT vote will always 
define the difference.  In addition, for the board to decide against MoT vote in these subjects, at 
least two-thirds of the Board must vote against MoT vote. 
 
10. MiHub's ED and personnel will be selected by the Advisory Board (or similar structure 
that is advisory in nature), which can delegate on the ED for selection of personnel once ED is 
selected.  For the selection of the ED, MoT would propose a short list of qualified candidates to 
the Board.  The selection of the candidate will require a qualified majority of 2/3rds of the 
members of the Advisory Board (paragraph 5 above).  The ED will be subject to key 
performance indicators (KPIs), that will be:  (a) objective, (b) easily measurable, and (c) 
extracted from Components 1 and 2 of the Project and related to the implementation of the 
activities as described in the PAD.  The Advisory Board will determine the KPIs.  For the first 
year, MoT will propose to the Board the ED’s first KPIs.  FPMT will not take part of the 
selection of ED and Personnel beyond its limited role of providing financial and procurement 
support to MiHub for Components 1 and 2 and will not interfere in the flow of funds beyond this 
limited role.  MoT will not interfere in the board decision beyond the presentation of the short 
list, the proposal of first year’s KPIs and its vote as member of the Board and will abide by the 
Advisory Board’s decision. 
 
11. MiHub should mention and display in its activities that these activities are part of a 
MoT-WB funded Project.  The promotion and marketing campaign of the Project will display the 
reference to the Project as “MoT-World Bank funded Project.” 
 
A.  Sequence of Creation of FPMT and MiHub. 
 
12. The sequence of creation of the two-fold institutional arrangements structure of the 
project would be as follows: 

 
(a) MoT creates and hires personnel for the FPMT, FPPM, financial management and 

procurement Consultants.   
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(b) FPMT creates MiHub (NGO) following the domestic legal procedures and ensuring 
that its design provides a neutral political and commercial forum for all mobile 
Internet ecosystem stakeholders to participate on a level playing field.  The MiHub 
will have the mobile Internet ecosystem stakeholders as shareholders (participants or 
other similar participatory arrangements that fit the legal form of the MiHub), which 
will nominate the members of the Advisory Board (paragraph 8 above).   
 

(c) Advisory Board selects ED, Project Managers (PMs) and other MiHub personnel.  
Advisory Board may delegate to ED the selection of PMs and other 
personnel (paragraph A3.10 above).   
 

(d) MoT and MiHub sign an Agreement that specifies the role of FPMT and MiHub in 
Components 1 and 2, following PAD description (paragraph 13 below), limiting 
FPMT role for Components 1 and 2 to financial and procurement responsibility only. 
  

13. Once the MiHub is created, MoT and MiHub will sign a binding agreement to state the 
division of responsibilities between the FPMT and the MiHub stated in this Project PAD.  This 
Agreement will specify the qualified vote of MoT, the prerogatives of MoT in the selection of 
ED and establishment of KPIs (presentation of short list and proposal of KPIs for first year) and 
the need of MiHub to refer in its activities to the Mobile Internet Ecosystem Project as a MoT-
World Bank funded project (paragraph 11 above). 
 
14. The project will fund a study to assess the mainstreaming of MiHub activities to the the 
Lebanese ecosystem that will be commissioned by the MiHub after its activities  achieve some 
maturity (e.g., end of year 1 or year 2).  This study may recommend that some activities or 
functions of the MiHub need to be modified to achieve the mainstreaming of its activities or to 
ensure the sustainability of the Lebanese mobile internet ecosystem.  These modifications cannot 
alter the nature and objective of the MiHub or change the activities defined in the PAD of the 
project without a previous modification of the PAD following WB procedures.  The Advisory 
Board will decide whether to follow these recommendations based on the legal internal rules and 
bylaws.  MoT will not interfere in the Board decision beyond its vote as member of the Board 
and its prerogatives of qualified vote and will abide by the Advisory Board decision.  
 
Financial Management (FM) and Disbursements  
 
Country Financial Management Context 
 
15. Projects financed by loans or grants are considered extra-budgetary activities in Lebanon 
and are not subject to the budget law oversight, procedures and controls.  As per the recent 
financial assessments completed by the WB, IMF, and other donors, the risk level in the Public 
Financial Management (PFM) system is “Significant.” The WB and the IMF are continuously 
providing technical assistance to the GoL to support PFM reform, advising the GOL on how to 
improve cash management, budget coverage, and revenue forecasting.  As part of the WBG 
Country Partnership Strategy, three reform actions are in progress for the next four years, as 
follows:  (a) consolidating the budget by establishing an unified budget framework that accounts 
for the public sector financial activities, including foreign-financed projects; (b) strengthening 
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internal controls by amending the Public Accounting Law and establishing an internal audit 
function at MoF; and (c) strengthening external audit by reforming the Court of Accounts to 
address the issues of independence and the amendment of the mandate to cover exclusively the 
external audit function.  It should be noted that Lebanon’s political economy has always been a 
challenging factor in making significant progress in the reform agenda.   
 
Risks and Mitigating Measures 
 
16. The FM risk of the project is rated as Substantial and with the implementation of 
mitigating measures will be rated as Moderate.  
 
Financial Management Arrangements 
 
17. Organization and staffing.  A FPMT will be created at the MoT consisting of a Project 
Manager / Coordinator, FO, a procurement officer, and an internal auditor.  The newly created 
FPMT will be financed from the Project’s funds. The MoT will have the primary responsibility 
for overseeing project implementation and reporting to the WB in accordance with the WB’s 
guidelines and procedures.  To facilitate the process of this day to day project implementation, 
the MoT will hire a full time FO to handle the various financial management tasks of recording, 
reporting, preparing Withdrawal Applications (WA) to issue payments, managing the DA, and 
consolidating project accounts.  An internal auditor will also will be hired, eight months after 
Project’s effectiveness, to monitor the implementation of the project components and ensure the 
proper internal control procedures as per the FM manual of the POM are being implemented.  
ToRs will be communicated to the head of the FPMT to aid the process of recruitment and to 
define the roles and responsibilities of both the FO and the internal auditor. The FO and internal 
auditor once recruited will receive training on WB FM and disbursement arrangements during 
the Project’s missions.  
 
18. Accounting system and record keeping.  The project will establish an FM system 
including an  accounting software that will have the proper modules, to generate IFRs, record 
financial and budgetary transactions, and manage assets.  Moreover, the newly recruited FPMT 
staff will be offered appropriate training and guidance on how to use the new software.  The ring 
fenced accounting system will record the project’s transactions, account for the MoT’s share of 
financing, and generate IFRs that show the financing shares of the MoT and WB.  The system 
once procured will have to be tested to ensure that its modules are customized to generate IFRs 
in accordance with IPSAS, cash basis, should perform accounting by cost centers, and finally 
should be able to manage purchased fixed assets.   
 
19. Financial reporting and budgeting.  The MoT will issue quarterly unaudited IFRs and 
annual PFS.  The IFRs and PFS will be prepared in accordance with IPSAS, cash basis.  Training 
will be provided to the FO in the use of the IFRs guidelines. 

 
(a) Quarterly IFRs are part of the quarterly project reports and consist of:  statement of 

cash receipts and payments by category for the year ending and cumulatively from 
inception date until the end of the fiscal year including funds received from MoT; 
statement of comparison between budgeted and actual payments for the year ending 
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and cumulatively from inception date until the end of the fiscal year; and other 
explanatory notes including a footnote disclosure on the following schedules: 

 
 Statement of the DA; 
 Statement of project commitments, showing contract amounts committed, paid and 

unpaid under each signed contract under the Project;  
 Fixed asset listing schedule indicating all relevant information (such as description, 

location, quantity, serial number, etc.), which needs to be updated regularly to 
include discrepancies between regular physical inspection and the accounting 
records. 

 
(b) Annual PFS will be prepared in accordance with IPSAS, cash basis and shall contain 

the same information as the quarterly IFRs, but should cover an annual period. The 
annual audited PFS shall also be submitted to the WB no later than six months after the 
end of the fiscal year.  (Please refer to the auditing arrangement below.) 

 
20. A project budget and a disbursement plan based on the latest procurement plan and 
updated implementation schedules, will be developed by the FPMT of the MoT for all project 
components.  The disbursement plan shall be used as a monitoring tool to analyze budget 
variances and manage cash and will feed into the quarterly IFRs.  
 
21. Internal controls and internal audit.  As the project will be jointly cofinanced by the 
MoT in the ratio of 50 to 50 percent, cofinanced payment requests will have to follow the MoT’s 
internal regulations and procedures complemented by the WB’s guidelines and procedures for 
procurement, FM, and disbursement.  
 
22. An internal audit function is required to be in place in MoT to oversee the 
implementation of the Project’s FM arrangements relating to the Loan. Accordingly, an internal 
auditor will be appointed to ensure that the financial procedures and rules as per the POM are 
properly applied.  The WB will work closely with the MoT to support the establishment of an 
internal audit function within the first year of implementation. ToRs will be drafted and agreed 
upon between the WB and the MoT. 
 
23. The internal auditor, that will be newly hired and who will report directly to the 
Minister, shall provide independent, objective assurance and consulting services designed to add 
value and to improve the organization’s operations.  His assurance will help the MoT accomplish 
its objectives by bringing a systematic, disciplined approach to evaluate and improve the 
effectiveness of risk management, control and governance processes. 
 
24. The scope of work of the Internal Auditor shall be to:  (a) review MoT/FPMT’s policies, 
plans and procedures; b) ensure economy, efficiency and effectiveness of operations and various 
MoT/FPMT practices; c) ensure compliance to various laws, rules and regulations; d) review 
adequacy and effectiveness of the internal control/MoT/FPMT systems; and finally e) carry out 
special investigations, when needed. 
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25. In addition, the FO with the aid of the FPMT manager will draft an FM manual to the 
POM that will define the responsibilities of the members of the FPMT as well as the Project’s 
reporting and internal control requirements no later than 3 months after Project’s effectiveness.   
 
26. Auditing.  The Project’s PFS will be audited annually by an independent auditor, 
acceptable to the WB, in accordance with International Standards on Auditing, and ToRs cleared 
by the WB.  The FPMT will be responsible for preparing the ToRs for the auditor and submitting 
them to the WB for clearance eight months  prior to the audit report due date. Moreover the 
external auditor should be on board no later than 6 months  prior to the audit report due date.  
The audit report and management letter will be sent to the WB no later than six months 
following the end of the Project’s fiscal year.  The audit report shall include a professional 
opinion whether:  (a) The annual PFS present fairly, in all material respects, the cash receipts and 
payments of the Project for the year ending in accordance with the IPSAS, cash basis of 
accounting; (b) internal control over financial reporting involved in the preparation of 
replenishments, and reimbursements, i.e., expenditures reimbursed on the basis of statements of 
expenditures (SOE) can be relied upon to support the related withdrawals as of the year ending; 
and finally (c) the Project was in all material respects in compliance with the laws, regulations, 
guidelines and provisions governed by the financing agreement.   Additionally, a management 
letter shall accompany the audit report, identifying any deficiencies in the control system based 
on the auditor assessment, including recommendations for their improvement.   
 
27. In accordance with the new WB disclosure policy effective July 1, 2010, the WB shall 
make publicly available the Borrower’s audited annual PFS for all investment lending 
operations.   
 
28. Funds flow.  The Project’s disbursement methods are disclosed under the Disbursement 
arrangements and in the Disbursement Letter.  The disbursement methods shall include 
advances, replenishments, and reimbursements.  In requesting disbursements into the DA for 
expenditures incurred, the FPMT shall use a statement of expenditure record.    
 
29. Due to MoF control requirements that all funds will be channeled through the Transit 
Account, the Direct Payment method to third parties is not necessary.  Financing of eligible 
expenditures will be done through the DA or pre-financed by the Borrower's resources and 
subsequently to be requested through reimbursement from the Bank.   

 
30. MoF will open a Project-specific transit sub-account under the Borrower’s Treasury 
Account, to channel the Loan proceeds to the Designated Account, and upon each withdrawal of 
the proceeds of the Loan, transfer from the Project specific transit sub-account to the Designated 
Account should be made automatically. MoF will open additional budget lines (budget 
classification number 2A: 115-1-336-229-1-9), equivalent to the amount of such withdrawal of 
the Loan proceeds, provided that the total amount allocated to such budget lines during the life of 
the Project up until the Disbursement Deadline Date (as defined in the Disbursement Guidelines 
and the additional instructions of the Bank referred to in Section IV.A.1 of Schedule 2 to the 
Loan Agreement) shall not exceed the amount of the Loan.  
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31. Supervision.   The Project will require close supervision during the start-up phase to 
ensure that the financial and procurement requirements of the FPMT are completed in a timely 
manner, minimizing Project’s implementing agency risk.  Throughout Project implementation, 
supervision will be conducted at least twice per year to ensure compliance with WB 
requirements and to ensure that FPMT newly recruited staff is properly trained on WB FM, 
disbursement, and procurement policies, procedures and guidelines.   Moreover, the WB 
financial management team reviews during supervisions missions and remotely throughout the 
year the Project’s  IFRs, issues identified by the FPMT, FM and disbursement arrangements, 
audit reports, and MLs, to ensure compliance with WB’s financing agreement requirements.   
 
32. Counterpart funds.  Without limitations on the provisions of Section 5.03 under Article 
V of the General Conditions, the Ministry of Finance will: (i) open additional budget lines 
(budget classification number 2A: 115-1-336-229-1-9) in the amount equivalent to USUS$ 1.6 
million each year during the life of the Project, provided that the total amount of counterpart 
funds contribution do not exceed USUS$ 6.4 million; (ii) open said budget line and make the 
counterpart funds in the amount of USUS$ 1.6 million available to the Project not later than one 
(1) month after the Loan Effective Date, (iii) open said budget lines and make each year’s  
counterpart funds contribution in the amount of USUS$1.6 million available prior to 
commencing  each subsequent year’s Project implementation ; and (iv) allow carrying forward 
any unused amounts of counterpart funds for the Project implementation until the Closing Date 
of the Project.    

 
33. Disbursement arrangements.   The proceeds of the Loan would be disbursed in 
accordance with the traditional disbursement procedures of the Bank and will be used to finance 
project activities through the disbursement procedures currently used:  i.e.,  advances, and 
reimbursement.  Replenishment and reimbursement withdrawal applications will be 
accompanied by SOEs in accordance with the procedures described in the Disbursement Letter 
and the Bank's "Disbursement Guidelines.  "Interim unaudited financial reports and annual 
financial statements will be used as a financial reporting mechanism and not for disbursement 
purposes.  The minimum application size for reimbursement will be the equivalent of 20 percent 
of the Advance ceiling amount.  If ineligible expenditures are made from the DA, the Borrower 
is obliged to refund the same.  If the DA remains inactive for more than six months, the 
Borrower may also be requested to refund the WB the amounts advanced to the DA.   

 
 

Table A.3.2. Categories of Eligible Expenditures 
Category Amount of the Loan 

Allocated 
(expressed in USD) 

Percentage of Expenditures to be 
financed 

(inclusive of Taxes)  
(1) Goods, non-consulting services, 
consultants’ services,  Incremental 
Operating Costs, Training, 
Workshops and Study Tours  

6,384,000 50% 

(2) Front-end Fee 16,000 Amount payable pursuant to 
Section 2.03 of this Agreement in 
accordance with Section 2.07 (b) 
of the General Conditions 

(3) Interest Rate Cap or Interest 
Rate Collar premium 

0 Amount due pursuant to Section 
2.07(c) of this Agreement 
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Category Amount of the Loan 
Allocated 

(expressed in USD) 

Percentage of Expenditures to be 
financed 

(inclusive of Taxes)  
TOTAL AMOUNT 6,400,000  
 
 
34. The Bank will honor eligible expenditures completed, services rendered and delivered 
by the Project closing date.  A four months' grace period will be granted to allow for the payment 
of any eligible expenditure incurred before the Loan Closing Date.   
 
35. Designated account.  Project Implementation Unit MoT will open a segregated DA at 
BDL in United States dollars to cover Loan shares of eligible project expenditures.  The ceiling 
of the DA would be US$600,000.  MoT will be responsible for submitting monthly 
replenishment applications with appropriate supporting documentation.   
 
36. SOEs.  All requests for withdrawal of the Loan funds will be fully documented, except 
for expenditures under Contracts with an estimated value of:  (a) US$100,000 or less for 
nonconsulting services and goods (b) US$100,000 or less for Consulting Firms; (c) US$50,000 
or less for Individual Consultants, as well as incremental operating costs and training, which will 
be claimed on the basis of SOEs.  The documentation supporting expenditures will be retained at 
MoT and will be readily accessible for review by the external auditors and periods Bank 
supervision missions.   
 
37. E-Disbursement.  The WB has introduced e-Disbursement for all Lebanon supported 
projects.  Under e-Disbursement, all transactions will be conducted and associated supporting 
documents scanned and transmitted online through the WB’s Client connection system.  E-
Disbursement will considerably speed up disbursements and facilitate Project implementation.   
 
38. Tables 2 and 3 below show the loan allocations and disbursement percentages for each 
component as follows: 
 
 

Tables A3.3.  Project Cost Summary and Financing Allocations 
 Cost 

(US$ 
Millions) 

% of 
Total 

IBRD 
financing 

(US$ 
Millions) 

% IBRD 
Financing 

MoT 
Financing 

(US$ 
Millions) 

% MoT 
Financing 

Component 1 3.5 26.8 1.75 50 1.75 50 
Component 2 5.8 45.7 2.9 50 2.9 50 
Component 3 1.0 7.85 0.5 50 0.9 50 

A. Component 4 1.5 11.8 0.75 50 0.75 50 
B. Contingency 1.0 7.85 0.5 50 0.5 50 
C. Total Project 
Cost  

12.8 100 6.4 50 6.4 50 

 
 

Tables A3.4.  Yearly Disbursement Plan by Component 
2013 2014 2015 2016 2017 2018 Total 

Component 1 0.00 0.50 0.50 0.50 0.20 0.05 1.75 
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Component 2 0.25 0.75 0.75 0.50 0.50 0.15 2.90 
Component 3 0.00 0.00 0.15 0.15 0.10 0.10 0.50 
Component 4 0.25 0.15 0.15 0.10 0.10 0.00 0.75 
Contingency 0.00 0.125 0.125 0.125 0.125 0.00 0.50 

Total Project 
Cost  

0.50 2.025 3.70 5.075 6.10 6.40 6.40 

 
 
39. Retroactive financing up to 20 percent of the loan amount (i.e., retroactive financing of a 
maximum of US$1.28 million) will be allowed for eligible expenditures made on or after, 
October 1, 2012 and up to date of the Loan Agreement signing.  Payments will only be made for 
items procured in accordance with applicable procurement procedures.   
 
40. Operating costs will consist of all reasonable and necessary incremental expenditures 
related to the management and implementation of the project, including communication costs, 
maintenance, insurance, maintenance and spare parts of equipment; miscellaneous utilities; 
stationary and office supplies; advertisement costs, translation, interpretation services, office 
stationary and consumable expense based on periodic budgets acceptable to the WB , but 
excluding salaries or honoraria of officials and employees of the Borrower’s civil servants.   
 
41. Authorized signatories will be nominated by MoF to sign WA.  Names and specimens of 
the signatories’ signatures shall be submitted to the WB prior to the receipt of the first advance to 
the DA.  Each WA will then hold the signature of the authorized signatories.   
 
Governance and anticorruption.  Fraud and corruption may affect the Project’s resources, thus 
impact negatively the Project’s outcomes.  An understanding of the possible vulnerabilities and 
the agreed upon actions to mitigate risks have been defined in the Risk table above.  The FM 
manual of the POM will help define expected roles and responsibilities between the different 
members of the FPMT, will help define the Project’s FM arrangements, including the internal 
control processes, reporting and auditing requirements.  The internal auditor, that will be newly 
hired and who will report directly to the Minister, shall provide independent, objective assurance 
and consulting services designed to add value and improve the organization’s operations.  His 
assurance will help the MoT accomplish its objectives by bringing a systematic, disciplined 
approach to evaluate and improve the effectiveness of risk management, control and governance 
processes.  In addition, the yearly audit report will give an unbiased assurance from an external 
party on the usage of funds for the intended purpose.  All of the above, in addition to the 
Reporting requirements are expected to address the risk of fraud and corruption that are likely to 
have a material impact on the Project’s outcomes.   
 
 
FM Action plan  
 

Table A3.5.  FM Action Plan 
Action Plan Due Date Responsibility 

1 Quarterly IFRs to be submitted to WB 45 days after the end of each quarter MoT 
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Action Plan Due Date Responsibility 
2 Issue an Audit report of the PFS and a 

Management letter in accordance with a TOR 
acceptable to the Bank.  

Within six months from the end of 
the fiscal year 

MoT 

 
 
Procurement 
 
42. Implementing agency.  The project will be implemented by the MoT; and MoT has 
authority over telecommunications and for two years has worked with the WB team on 
broadband policy.  MoT is currently developing the Digital Cities initiative to develop an ICT 
industrial city, which will complement the project. The Ministry’s organizational chart is shown 
in Figure A3.1. 
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Figure A3.1. MoT Organizational Chart 

 

 
 Record keeping/inventory.  Procurement records are kept in order and well maintained.  

Nevertheless, no electronic cross-referencing is observed.  The assets inventory is done 
manually. 
 

 Staffing.  The Ministry has a total of 1,700 employees.  The department of financial 
management includes four staff.  No procurement function is ensured.  Committees are 
formed ad hoc as required by each procurement activity. 
 

 Procurement envelope.  On average, the Ministry’s yearly procurement envelope is 
around US$60 million (2010-2011; 15 months:  US$70 million and 2012-2013:  US$50 
million approximately). 
 
 

Table A3.6 Procurement Thresholds 
Threshold Procurement liability 
Below US$50,000 Procurement processed by the Ministry 
Below US$65,000 Prior Review by Court of Account 
Above US$65,000 Central Board of Tendering, unless a special waiver is provided by the Prime Minister’s 

office, in which case, MoT is provided the authority to process the activity. 
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 Capacity building.  Training is exercised occasionally on financial matters.  No training 
is administered with respect to procurement.   
 

 Audit.  No internal audit is exercised.  The Court of Account, on international funds, 
will be auditing MoT on a post review basis.  For the project, an external audit will be 
needed.   
 

 Applied taxes.  The following are the three types of taxes applied:   
 Stamp duties of (a) 3 percent of the contract price for contract registration at 

ministry of finance (MoF) and (b) 3 percent on each payment,  

 Value added taxes, or VAT of 10 percent applied on consultants and contractors 
that are registered and eligible to VAT,  

 Income taxes that are a flat rate of 7.5 percent for nonresident consultants and 
variable for resident consultants, depending on their job classification at MoF.  
Exemption of consultants from income taxes may be observed if they are 
registered in countries that have entered with Lebanon into agreements 
prohibiting double taxation.  Contracts financed by international donors’ proceeds 
are exempted from VAT (Law No 379 dated December 14, 2001). 

 
Proposed Procurement Arrangements and Mitigation Measures 
43. Methods of procurement.  “Guidelines On Preventing and Combating Fraud and 
Corruption in Projects Financed by IBRD Loans and IDA Credits and Grants” dated October 15, 
2006 and updated January 2011, WB “Guidelines:  Procurement of Goods, Works and 
Nonconsulting Services under IBRD Loans and IDA Credits and Grants by WB Borrowers” 
dated January 2011 and WB “Guidelines:  Selection and Employment of Consultants under 
IBRD Loans and IDA Credits and Grants by WB Borrowers” dated January 2011, shall apply to 
the project.  International and NCB, and shopping will be used for procurement of works and 
goods and nonconsulting services, and Individual Consultants and Least Cost Selection as well 
as Quality and Cost Based Selection, Quality Based Selection, Consultant Qualification 
Selection, for the selection of consultants.  Exceptionally, single sourcing and direct contract 
shall be used after approval of the Bank. 
 
44. The Procurement Plan (dated October 10, 2012) has been developed for the whole 
project and will be updated and sent for Bank’s clearance bi-annually or as seen necessary.  For 
NCB, project uses a translated version or the version in English of the Bank International 
Competitive Bidding document. 
 
45. Overall procurement risk assessment and mitigation measures.  MoT has authority over 
telecommunications and has been working with the WB team in broadband policy for two years.  
Although MoT has been the recipient of Bank technical assistance over the last two years, MoT 
staff is not acquainted with Bank investment operations.  Capacity will need to be reinforced 
through both training and consultant support for effective project implementation.  This capacity 
enhancement is part of the project design.  The procurement risk rating is Substantial upgraded 
to Moderate, if mitigated successfully.  The following are the identified mitigating measures: 
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 Implement record security and backup program as early as possible in the project 
 Agree on a plan to acquire the necessary procurement expertise (e.g. through hiring, 

outsourcing. Etc.) 

 Ensure proper timelines and appropriate quality review is observed, especially when 
activities financed by the government budget are concerned 

 Allow the bidders at least four weeks to prepare quality bids 

  Publication of contract award (names of first and second ranked contractors, contract 
amount, contract scope, duration of contract) 

 Set deadlines for submission of complaints and for decision making by the agency 

 Agree on appropriate dispute resolution provisions for contracts (at least for Bank 
financed ones, note that it is mandatory for International Competitive Bidding) 

 Require audit by independent private auditors. 
 

Environmental and Social (including safeguards) 
 
46. This project does not trigger any social or environmental issues.  This operation is 
category C. 
 
Monitoring and Evaluation (M&E) 
 
47. The FPMT will monitor and evaluate all project indicators, plus additional ones as they 
see fit.  They will bear the primary responsibility for project M&E, and, as such, will establish 
standard formats and guidelines for data collection and reporting, and will organize training 
sessions for project stakeholders in their use. 
 
48. An M&E system will be set up within the FPMT to keep track of and evaluate 
implementation progress of the proposed IBRD-funded project within the broader context of the 
institutional framework for the mobile Internet sector.  Although increased employment and 
strengthening of the mobile Internet industry at the country level remains the hallmark of success 
of an enabling environment, the project’s M&E system will seek first to measure results that are 
closely associated with project activities.  Hence, the first order of indicators that the M&E 
system will look at shall include lower order indicators related to quality, quantity, and time 
(Annex 1).  Ultimately, improvement of laws and decrees by the project activities (Component 3) 
will have positive ripple effects on the whole sector and on service delivery.   
 
49. The FPMT will designate a person responsible for M&E, based on a capacity assessment 
of the FPMT staff to be carried out immediately after effectiveness.  More specifically, the 
person responsible for M&E will liaise with all the project’s stakeholders (through designated 
focal points) to gather relevant information and data regularly. 
 
50.  The views of direct beneficiaries will be brought into the M&E process.  
Comprehensive M&E reporting will be needed to monitor the results and performance of the 
project.  It will involve mainly the direct beneficiaries of project activities, but will be extended 
to other beneficiaries such as mobile operators and startups, which are ultimately the main 



- 46 - 
 

beneficiaries of the project’s outcomes.  The FPMT will review and validate the reports on 
performance indicators and recommend corrective action if necessary. 
 
 



- 47 - 
 

Annex 4:  Operational Risk Assessment Framework (ORAF) 

LEBANON:  Mobile Internet Ecosystem Project 
 

 

1. Project Stakeholder Risks 

1.1. Stakeholder Risk Rating  Moderate 

Description: Risk Management:

Lebanon is a small country with multiple confessional and 
business groups of different and conflicting interests.  These 
various groups are also represented in the ICT sector, of which 
mobile Internet is a subsector.  Disagreements among these groups 
may emerge, limiting cooperation among stakeholders and with the 
project, which is a critical element for project’s success.  However, 
outreach to all industry stakeholders (public, private and civil 
society) has resulted in strong support for the project. 

Continue dialogue and involvement of all stakeholders from the beginning of project preparation and during implementation.  The project 
includes an Advisory Board for the MiHub where all industry stakeholders (private, public and civil society) will be represented. 

Resp: Both Stage: implementati
on 

Due Date: July 2017 Status:  on-going

2. Implementing Agency Risks (including fiduciary) 

2.1. Capacity Rating  Substantial 

Description: Risk Management:

Capacity in IA has been assessed. MoT has no experience in Bank-
financed projects and is not familiar with the innovative concept of 
this operation. There is a lack of skills in MoT staff and most 
capable personnel are advisors to the Ministry on a consultant 
contract. 
The MoT is understaffed and cannot assign staff from within to 
conduct the project’s financial, procurement and disbursements 
arrangements. Moreover, current staff is not familiar with WB’s 
FM, procurement and disbursement guidelines).  
MoT does not have accounting software with several modules that 
can generate IFRs and PFSs, manage assets, and record financial 
and budgeting transactions. software  
Absence of an internal audit function and confusion about the role 

Project will support FPMT during preparation with training for MoT staff (including in-house capacity building program and study tour 
visits) and additional resources from experienced consultants during preparation and implementation. Training will include procurement, 
financial management and disbursement as well as M&E Communication, as needed. 
 
The MoT will outsource a FPMT consisting of a Project Manager / Coordinator, FO, a procurement officer, and an internal auditor to 
perform the procurement, financial management and disbursement functions. Upon recruitment, the WB will train the newly recruited 
FPMT WB’s FM, procurement and disbursement guidelines.  
 
The MoT will purchase an accounting software that has the proper modules to record accounting and budgeting transactions and to generate 
IFRs and PFS, and manage assets.  The newly recruited staff will be offered appropriate training and guidance on how to use the new 
software.  
 
The MoT will create an internal audit function by having an internal auditor on board responsible for the review of financial transactions 
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of the different staff in MoT causing lack in segregation of duties 
due to the absence of clear guidelines and a POM.  
 

and ensuring that the proper internal control environment is set in place. The FO with the aid of the FPMT manager will draft an FM 
manual of the POM that will define the responsibilities of the FPMT as well as the Project’s FM arrangements. 

Resp: Bank Stage: Preparation Due Date: September 
2017 

Status: Ongoing 

2.2. Governance Rating  Moderate 

Description: Risk Management:

Lebanon has a track record of frequent government reorganization 
and ministerial changes.  The Minister of Telecommunications has 
changed recently and unexpected changes due to political 
circumstances outside project control may happen.  If the Minister   
changes again, IA may suffer due to lack of political legitimacy 
and members of IA may be replaced. 
 
MoT lacks a clear accountability and oversight mechanism system 

Team will monitor political climate with assistance of CMU.  FPMT will be staffed with experienced consultants supporting continuity of 
project management even if changes in leadership occur. In addition, the project execution will be overseen by the MiHub Advisory Board 
that will remain neutral and inclusive whatever the political side takes over. 
 
The MoT will be requested to submit a POM including an FM manual of the POM that will define the expected roles and responsibilities 
between the different members of the FPMT, FM arrangements, internal control processes, reporting and auditing requirements. To ensure 
that the financial procedures and rules as per the POM are properly applied, an internal auditor shall be hired to oversee the implementation 
of the Project’s arrangements relating to the loan. The internal auditor shall report directly to the Minister. Moreover, a yearly audit will be 
requested to be performed by an external auditor to give an unbiased assurance on the usage of funds for the intended purpose. Last but not 
least , the Project’s reporting requirements will be automated by purchasing an accounting software that will enable  the MoT to report on 
the Project’s financial performance thus increasing transparency, improving accountability, and reducing data error as a result of manual 
reporting mechanisms. 

Resp: Bank Stage: Preparation Due Date:  Status: Completed 

3. Project Risks 

3.1. Design Rating  Substantial 

Description: Risk Management:

Project design is innovative and new to the country.  Project 
targets the mobile Internet ecosystem, which is complex in nature. 
There are multiple implementation actions and they are 
geographically dispersed for one of the components.  The structure 
of the MiHub and its role in the project require careful 
coordination with the FPMT throughout project implementation. 

Project has been designed to be focused with precise and meaningful actions.  Activities have been designed to ensure that all of them are 
strictly necessary for addressing the identified market failures and achieving the PDO.  The MiHub will serve as a manager and coordinator 
of the multiple actions of the project, except for the TA component.  The MiHub will focus exclusively on technical and substantive 
matters. This will ensure focused coordination and management of all activities.  During project preparation and continuing into project 
implementation, the MiHub, the GoL, and the Bank team will maintain an active dialogue with all ecosystem stakeholders and will work to 
build consensus among them on actions to be taken.  In addition, the Advisory Board of the MiHub will provide a forum for coordination 
and consensus-building among all ecosystem stakeholders. 
Bank team will monitor technical quality and expertise of consultants for all project activities and will react quickly if improvements are 
needed.  
 
Significant supervision budget is expected, especially during the first two years of the project. 

Resp: Both Stage: Preparation/i
mplementatio
n 

Due Date: July 2017 Status: On-going 

3.2. Social and Environmental Rating  Low 

Description: Risk Management:

This operation has no environmental or social impact. No risk 
incurred. 

N/A 

Resp:  Stage:  Due Date:  Status:  

3.3. Program and Donor Rating  Low 

Description: Risk Management:

Project does not require partners financing.  However, project will Close dialogue with donors active in this area, such as the Government of Finland, the Government of The Netherlands, the European 
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coordinate and keep inform donors for complementary activities 
that could increase Project’s value and results. 

Union, or  the US State Department.  

Resp: Bank Stage: Preparation Due Date: July 2017 Status: On-going 

3.4. Delivery Monitoring and Sustainability Rating  Substantial 

Description: Risk Management:

As the institution that manages and coordinates all activities of the 
mobile Internet ecosystem, the MiHub will be a pillar of this 
ecosystem.  Its sustainability will be critical to ensure long-term 
development and growth of the industry.  A cutoff in funding 
support after project closing could endanger the sustainability of 
the project outcomes. 

Project includes sustainability business model in design with incentives for MiHub management to achieve financial sustainability before 
project end.  Strategy for ecosystem development and business plan including monitoring indicators of MiHub sustainability will be part of 
the project M&E framework. 

Resp: Both Stage: Implementation Due 
Date: 

July 2017 Status: Not yet due 

4.5. Other (Optional) Rating  Moderate

Description: Risk Management:

Incubation and financing capacity in Lebanon is not sufficient to 
accommodate the number of startup projects resulting from project 
activities. 

Lebanon has the financing capacity to absorb a good amount of startup projects.  However, to complement this capacity, links will be 
formed with the Bank’s Innovation and SME Growth Project that will provide additional financing sources for SME growth in Lebanon.  In 
addition, the MiHub will form links with international and regional incubation and financing actors, supported by the promotion campaign, 
to attract international and regional partners to provide incubation and financing to startup projects.

Resp: Client Stage: Implementation Due 
Date: 

July 2017 Status: Not yet due 

5. Overall Risk 

Implementation Risk Rating:  Substantial 

 

Comments:  This is an innovative Bank operation with a design involving multiple activities and stakeholders.  The complexity of the mobile Internet ecosystem combined with the novelty of the operation 
and the particular political economy and geopolitics of Lebanon results in a project risk of Substantial.  Preparation and implementation of project may encounter delays due to unexpected changes in political 
environment as well as the need to build political consensus among different political factions. However, the project will increase capacity of the implementing agency, particularly procurement, financial 
management and disbursement  capacity, at the earliest stage of project execution, and will ensure the independence and autonomy of the MiHub to avoid political interference. 
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Annex 5:  Implementation Support Plan 

LEBANON:  Mobile Internet Ecosystem Project 
 

Strategy and Approach for Implementation Support 
 
1. The strategy for implementation support has been developed based on the nature of the 
program and its risk profile.  It will aim at making implementation support to the client more 
flexible and efficient, and will focus on implementation of the risk mitigation measures defined 
in the Operational Risk Assessment Framework. 

 
• Procurement.  Implementation support includes:  (a) hiring a procurement specialist for 

the FPMT; (b) providing procurement training to relevant staff in entities involved in 
implementation, as necessary; (b) reviewing procurement documents and providing 
timely feedback to the procurement specialist; (c) providing detailed guidance on the 
Bank’s Procurement Guidelines to the procurement specialist; and (d) monitoring 
procurement progress against the detailed Procurement Plan.   

 
• Financial management.  Supervision will review the individual project’s financial 

management system, including but not limited to, accounting, reporting, and internal 
controls.  Supervision will also cover sub-projects on a random sample basis. 

 
• Other issues.  Sector-level risks will be addressed through policy dialogue with the 

government ministries and regulatory authorities. 
 
Implementation Support Plan 
 
2. The Bank team members will be based either in Washington, D.C. or in the MENA 
Region and will be available to provide timely, efficient, and effective implementation support to 
the client.  Formal supervision and field visits will be carried out semi-annually.  Detailed inputs 
from the Bank team are outlined below:   

 
• Technical inputs.  Technical inputs regarding mobile Internet are required to review bid 

documents to ensure fair competition through proper technical specifications and fair 
assessment of the technical aspects of bids.  Mobile Internet “specialists” (in mobile 
applications competitions, living lab, incubators, etc.) will provide technical support and 
conduct supervision visits whenever needed.  Legal support will be provided as 
necessary. 

 
• Procurement, financial management and disbursement requirements and inputs.  

Training to FMPT members will be provided as needed before project effectiveness by 
the Procurement and Financial Management Specialists of the team at the Bank’s or 
MoT’s Premises in Beirut. .  The Bank teams will also help identify capacity building 
needs to strengthen the FPMT’s financial management capacity and to improve its 
procurement management efficiency.  The financial management and the procurement 
specialists will be based in the region to provide timely support.  Formal supervision of 
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financial management will be carried out semi-annually or annually, while procurement 
supervision will be carried out on a timely basis as required by the client.   

 
• Operation.  The Task Team Leader, with the help of Task Team members, will provide 

day-to-day supervision of all operational aspects, as well as coordination with the clients 
and among Bank team members.  If needed, a consultant may be used to support this role. 

 
3. The main focus of implementation support is summarized below. 
 
 

Table A5.1(a).  Timeline of Main Focus on Implementation 
Time Focus Skills Needed Resource Estimate 

First twelve 
months 

Creation/strengthening of MiHub 
and the FPMT 
 
Setting up the different activities 
(Lab, Hub, mobile apps 
competitions) 

Procurement, FM, Hub 
Coordinator 
 
Experienced technical 
teams 

 

 
 

A5.1(b).  Skills Mix 
Skills Needed Number of Staff Weeks Number of Trips Comments 

Task team leader 10 SWs annually  Fields trips as required. DC-based 
Procurement 5 SWs annually Fields trips as required. 

Country office-based 

Mobile Internet specialists 8 SWs annually Fields trips as required. DC-based 
Education and training  
specialist 

2 SWs annually Fields trips as required. Country office-based 

Financial management 
specialist 

5 SWs annually Fields trips as required. Country office-based 

Legal support  
1 SW  Fields trips as required DC-based 
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Annex 6:  Economic Analysis 

LEBANON:  Mobile Internet Ecosystem Project 
 
1. Creating a mobile Internet ecosystem could have many direct and indirect 
developmental impacts in Lebanon.  Based on an initial assessment of the various project 
components, some of the main direct economic benefits include:  training and talent acquisition, 
strengthening and growth of the mobile Internet industry, and enhancing the mobile Internet 
enabling environment.  The technical skills acquired by the beneficiaries of the various project 
activities can be spread to other industries, leading to increased innovation and higher 
productivity levels.  Furthermore, the strengthening of the mobile Internet industry would lead to 
new job opportunities in the area of ICT in addition to industry-specific spillovers that would 
enhance business in various industries that utilize ICT platforms extensively, such as media, 
creative industries, and banking.  Ultimately, the strengthening of the mobile Internet enabling 
environment including ICT management and regulation could help improve the competitive 
advantage of Lebanon in the ICT sector and further advance its position as a regional and 
international ICT hub.  However, the quantification of these various benefits can prove difficult.  
That is why the economic analysis outlined here only takes into consideration the actual revenue 
streams generated by the created startups and the respective costs of their inception, as explained 
in the next section. 
 
Challenges of Economic Forecasting 
 
2. An economic assessment of a project aimed at the development of an ecosystem to 
facilitate the creation of new startups in the mobile Internet and mobile apps segment presents 
several challenges.  These include: 
 

(a) the uncertainty and limited information related to project cost per startup, or the amount 
of project resources necessary to the development of a new startup; 

(b) the quantification of project benefits that range from an upgraded skill base among 
graduates (difficult to carry out), to the success rate of new startups (highly uncertain); 

(c) the presence of a number of external factors that will contribute to the success of the 
operation, including national and regional political stability, efficiency in the venture 
capital industry in Lebanon and in the region, industry trends, and competitive 
challenges.   
 

3. These factors, coupled with the limited academic research available in this field, are a 
constraint to the elaboration of an accurate economic assessment of the benefits of this project.   
 
General Assumptions and Hypothesis 
 
Incubation Costs 
 
4. Past experience related to the organization of mobile application competitions shows 
that an isolated event (the two cases examined in the sample are the Cairo Water Hackathon and 
the Jamaica Digital Jam 2.0) involved a cost of US$20,000 for the creation of each new startup.   
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5.  This project will have considerable advantages with respect to isolated, one-off 
events which include:  (a) stronger branding, (links with multiple universities and innovation 
labs, at the national and international level and (c) strong integration with and knowledge of 
“vertical industries.” 
 
6.  Consultations with incubators, accelerators, and angel investors within the sector 
confirmed the cost would be around US$15,000 to get a beta product by the end of the training 
program.45 
 
7.  In light of these advantages, and the consultations conducted with the sector, the 
cost per startup of US$20,000 can be considered an upper limit, and will be used in the economic 
analysis as a conservative assumption, without considering the economies of scale that will arise 
as a result of training an increasing number of startups throughout the project. 
 
 

Table A6.1 Project Cost Per Startup 

 
 
 
8.  In addition, there are other project activities, such as the enhancement of the IT 
regulatory framework, that contribute to the achievement of project objectives, but whose 
economic benefits are extremely difficult to quantify.  The general benefits of these operations 
include: 
 

(a) an increase in the number of trainees and the spillover of knowledge and skills to other 
economic sectors (direct benefit to the beneficiary population); 

(b) an increase in the number of startups and a positive impact on job creation; 

(c) volume of business/revenue generated by new firms; 

(d) additional tax income. 
 
Firms’ Performance 
 
9. The economic assessment introduces a second conservative hypothesis.  Given the 
difficulty in quantifying in economic terms the enhanced human skills as a result of the project, 
the assessment will not consider the benefits of the project on the beneficiary population.  
Rather, only the direct benefits in terms of new startups, and the volume of business generated by 
these new firms, are considered as part of this assessment. 
 
                                                 
45 Consultations include local incubators, accelerators and angel investors such as Berytech (http://www.berytech.org/), Seeqnce 
(http://seeqnce.com/) and Cedrus Ventures (http://www.cedrusventures.com/). The team also consulted 500 Startups, one of the 
biggest incubators in the Silicon Valley (http://500.co/).  
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10. New startups generated as part of the project will belong to four categories, depending 
on the amount of revenues generated in a period of four years after startup inception.  These 
categories are the following: 

 
(a) Star (S1):  High performing startups, with a high profitability. 

(b) Sustained (S2):  Profitable startups, with a lower profitability, but still above the break-
even point. 

(c) Subsistence (S3):  Startups that in average cover the cost of creating a startup, 
established in US$20,000. 

(d) Fail (F):  Startups that do not reach the break-even point, and thus are not profitable. 
 
11. The distribution of firms generated by the project will necessarily be skewed towards 
the “Fail” category.  A high rate of failure among new startups is common, and should not be 
considered as a negative feature of the project.  To the contrary, a high rate of failure is an 
expression of increased risk-taking behavior, a necessary condition in the entrepreneurial mobile 
Internet business.  The concept of “fail fast” will be introduced by the project.  New startups will 
be encouraged to quickly test the market appeal of their apps and to quickly go from proof of 
concept to market testing. 
 
Scenario Analysis 
 
12. Given the high inherent uncertainty concerning the success of new startups, and the 
concurrent impact of external risk factors, the model includes a scenario analysis.  The analysis 
is based on the distinction among three types of scenarios:  optimistic, neutral, and pessimistic.  
The following table depicts the distribution of firms generated by the project, per firm 
performance and scenario.46 
 
 

Table A6.2.  Percentage of Companies Per Performance 

 
 
 
When applying the previous percentages to the 135 total firms to be incubated by the end of the 
program, the following results are obtained.47 

                                                 
46 The distribution of firms by performance is based on consultations with incubators, accelerators, and angel 
investors within the sector, which establish as a general consensus that 1 out of 100 companies becomes a 
multimillion-dollar company. 
47 All calculations are made considering the number of firms to be created by the end of the project is 135 firms, 
based on estimations of 10/15 companies trained per hackathon celebrated. i.e., nine hackathons in total (one 
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Table A6.3.  Absolute Value of Companies Per Performance 

 
 
 
Migration Paths 
 
13. Different migration paths can be envisaged to reach different scenarios.  While the 
creation of new startups as a result of the project has a strong element of predictability, due to the 
sustained path of activities expected by the project, the actual impact of the project on the 
creation of effective new startups will be nonlinear.  Nonlinearity is due to the fact that a 
successful startup, one that would belong to the “Sustained” category, may need some time to go 
from proof of concept to market, and will use project resources in the process, for example, use 
of incubation facilities, new skills in mobile computing, access to foreign expert networks, etc.   
 
14. This element of nonlinearity means that the universe of new startups would reach the 
different scenarios following an “S” curve.  At the beginning, a very small number of firms in 
the universe of new startups will reach the final position in the scenario.  In a second phase, the 
large majority of firms will reach the final position, due to the large incidence of “Fail fast” 
firms.  Finally, a small number of firms, or laggards, will reach their final position in the 
scenario, due to saturation of the addressable population and to the smaller chance that a laggard 
firm will reach a Star or Sustained performance.  Two types of “S”-curve migration paths will be 
followed, depending on the effectiveness of the project, and on the presence of external factors:  
the Accelerated S Path and the Slow S Path. 
 
15. The migration paths per type of path (accelerated and slow), and firm performance 
(Star, Sustained, Subsistence, and Fail) are the following: 
 
 

Table A6.4.  Accelerated S Path 

 

                                                                                                                                                             
hackathon the first year, two the second year, and three the third and fourth year respectively), times 15 companies 
per hackathon, equals 135 companies trained. 
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Table 6.5.  Slow Path 

 
 
 
16. More complex theories of percolation probability, such as those used in network 
analysis, epidemiology, directed polymers, etc., would enhance the academic quality of this 
assessment.  However, their complexity is not considered necessary nor cost effective as part of 
this analysis.  The simple scenario analysis presented above is sufficient for the purposes of this 
project. 
 
Payoff Per Year, Path (Accelerated or Slow) and Firm Performance 
 
17. The payoff per firm performance has been divided into different revenues depending on 
when the startup was created and the migration path followed.  For example, a star company 
created in year 1 in the accelerated path, will have a payoff of US$1 million in year 1, US$2 
million in year 2, and US$3 million in year 3, while a star company, in the same path, but created 
in year 2, will have a payoff of US$1 million in year 2 (since it is the company's first year), and 
US$2 million in year 3.   

 
 

Table A6.6 Accelerated S Path 

 
 
 

Table A6.7.  Slow Path 
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Number of startup companies created per scenario and path.48  
 
18. When crossing the expected number of companies to be incubated per year (absolute 
value of companies per performance) and the percolation probability per path, we can calculate 
the number of companies to be incubated per year, per category and per scenario.  We can then 
determine the total number of companies to be incubated as a whole in the project, which will 
allow us to calculate the costs per year, necessary for the cash flow calculations explained below: 
 

(a) Accelerated S Path 
 
 

Table A6.8a.  Number of Companies Per Path and Scenario 

 
 
 

(b) Slow S Path 
 
 

Table A6.8b.  Number of Companies Per Path and Scenario 

 
 
 
Economic Analysis 
 
Cash Flows 
 
19. Taking into account the assumptions, hypothesis, and calculations reflected previously, 
the cash flows per path (accelerated and slow), the scenarios (optimistic, neutral, and 
pessimistic), and the type of firm (star, sustained, subsistence, and fail) have been calculated.  To 
do so, first the revenues for each case were calculated, considering when the firm was created, 
the number of years functioning, and the specific scenario and path: 
 

(a) Revenues accelerated S percolated with:49 
 

                                                 
48 The calculations were made assuming that the number of firms to be trained by the end of the project is 135. 
49 The accelerated path has been calculated assuming a five-year horizon, allowing the trained startups to operate 
throughout the three year estimated payoff, i.e., firms created in year 1, until year 3; firms created in year 3, until 
year 5. 
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Table A6.9a 
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(b)  Revenues Slow S Percolated With:50 
 

Table A6.9b 

 
 

 
 

 
 
 
In a similar manner, the costs were calculated for each scenario and path, considering the 
assumption that each startup would require a maximum of US$20,000, and using the calculations 
regarding the number of firms expected to be incubated per year in each scenario:   
 

(a) Costs Accelerated S Percolated With:51 
 
 

Table A6.10a 

 

 

 
 
 
  

                                                 
50 The slow path has been calculated assuming a seven-year horizon, allowing the trained startups to operate 
throughout the four-year estimated payoff, i.e., firms created in year 1, until year four; firms created in year four, 
until year 7. 
51 It is assumed the costs after year 3 will be zero, assuming the sustainability of the program, and thus no funding 
will be coming from the loan per se. 
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(b) Costs slow S Percolated With:52 
 

Table A6.10b 
 

 
 

 
 

 
 
 

By subtracting the costs from the revenues previously calculated, we can then determine the cash 
flow per year, and ultimately calculate the net present value per scenario and path.  
 

(a) Cash Flow Accelerated S Percolated With: 
 

Table A6.11a 

 
 

 
 

 
 
 

(b) Cash Flow Slow S Percolated With: 
 

Table A6.11b 

 
 

                                                 
52 It is assumed the costs after year 4 will be zero, assuming the sustainability of the program, and thus no funding 
will be coming from the loan per se. 
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20. The previous calculations allow us to determine when the incubation facility would be 
profitable (break-even point).  In the optimistic scenario, both for the fast S and the slow S 
curves, the incubation facility is profitable from year 2.  In the neutral scenario, the break-even 
point is in year 2 for the accelerated path, and year 3 for the slow path, while in the pessimistic 
scenario, the break-even point is in year 3 for the accelerated path, and year 4 for the slow path. 
 
Net Present Value 
 
21. Once the Cash Flows have been calculated, we can determine the net present value per 
scenario and path in year 0.  The results in US$, for a 8.5 percent discount rate53 are the 
following: 
 
 
 

Table A6.12 

 
 
 
22. The expected value of the accelerated and slow path is calculated under the condition 
that each scenario (optimistic, neutral, and pessimistic) is equiprobable, meaning, one-third 
probability was given to each scenario: 
 
 

Table A6.13 

 
 

                                                 
53 The discount rate was established based on the foreign currency debt data, for the list of outstanding Eurobonds as 
of March 31 2012, published by the Ministry of Finance of the Government of Lebanon 
(http://www.finance.gov.lb/). The bonds referred to correspond to a simple average of the yields with a maturity of 5 
and 7 years (2019 and 2021), 7.67 and 9.04 respectively (http://www.finance.gov.lb/en-
US/finance/PublicDebt/Documents/Quarterly%20Debt%20Report/2012/Debt%20and%20Debt%20Markets%20Q1
%202012.pdf).  
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23. The previous expected values per path show a positive outlay of funds between 
US$11,404,780 in the case of an accelerated S model and US$9,928,186 in the case of a slow S 
model. 
 
24. Therefore, from an economic perspective, and with the assumptions and hypothesis 
included in the model, the project has a positive economic value. 
 


