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Euromed Cluster Forward, funded by the European Union, aims to empower South
Mediterranean clusters and their enabling environment by improving regulatory frameworks,
strengthening capacities, and empowering regional value chains to boost employment

across the Euro-Mediterranean region.

The program is led by ANIMA Investment Network in collaboration with Berytech, ERF, and

Leaders International.

Disclaimer

This publication was funded/co funded by the European Union. Its contents are the sole

responsibility of and do not necessarily reflect the views of the European Union.

The European Union is an economic and political union of 27 European countries. It is founded
on the values of respect for human dignity, freedom, democracy, equality, the rule of law and
respect for human rights, including the rights of, persons belonging to minorities. It acts
globally to promote sustainable development of societies, environment and economies, so

that everyone can benefit.
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Executive Summary

1. Purpose of the Economic Impact Assessment of Cluster (EIA)—Regulatory
Framework Package
Lebanon faces one of the deepest economic collapses in modern history: real GDP has
contracted by over 40% since 2018, productive sectors contribute less than 16% of GDP, and
youth unemployment and emigration are surging (IMF 2023; World Bank 2019).

This crisis is structural. Decades of rent-seeking, consumption-driven growth have hollowed
out Lebanon’s productive base. As the Economic and Social Commission for Western Asia
(ESCWA, 2023) warns, Lebanon risks becoming a “sinkhole economy” sustained only by
volatile diaspora inflows.

Cluster-based economic development offers a credible pathway out of this stagnation. By
geographically concentrating interconnected firms, suppliers, service providers, and support
institutions, clusters create robust ecosystems that raise productivity, catalyze innovation,
generate quality jobs, and drive exports (UNIDO, 2014; 2020; OECD, 2018).

However, Lebanon currently lacks:

e any legal recognition of clusters,

e any national coordination mechanism, and

e any public funding or performance systems to sustain them.

Most cluster initiatives launched over the past 15 years have collapsed once donor funding
ended —leaving no enduring structures behind.

2. The Two Complementary Documents
To address this gap, this package is organized into two complementary documents, each
with a distinct purpose and audience:

a) Document A — Economic Impact Assessment (EIA) of Cluster Potential in Lebanon
Purpose: Provide an empirical, evidence-based foundation to guide cluster policy decisions.
Audience: Government planners, economists, and development partners.

Content Overview:

e Conceptual background and rationale for clusters

e Methodology and prioritization framework

e Sectoral economic potential analysis (six priority domains)
e Regional competitiveness and cluster viability assessment
e Quantitative & qualitative assessment framework

e Risk analysis and mitigation strategies

e Policy implications (need for a regulatory framework)

e Limitations and further research
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e Conclusion and Policy Call to Action

e Executive Policy Brief (summary for decision-makers)

Objective: Demonstrate that clusters are not abstract bets but viable growth levers — and
show their potential economic impact if enabled.

b) Document B — Proposal for a National Cluster Regulatory Framework for Lebanon
Purpose: Provide the legal, institutional, financial, and operational architecture to implement
cluster development.

Audience: Legislators, policymakers, institutional partners, donors.

Content Overview:

e Rationale and objectives

e Core legal provisions (Cluster Development Law)

e |Institutional architecture (NCPSC, CDUs, CMOs)

e Financing architecture (Seed Fund, National Cluster Fund, blended finance)

e Monitoring and KPI system

e Phased implementation roadmap

e Risk management framework

e Integration into industrial and SME policy

e Change management and stakeholder engagement plan

e Annexes: legal forms table, governance benchmarking matrix, sample board charter, KPI
templates

Objective: Establish the permanent institutional backbone needed to turn clusters from ad

hoc donor pilots into a sustainable national development system.

3. Strategic Logic
The two documents are intentionally sequenced:
Document A diagnoses Lebanon’s economic constraints and identifies where clusters can
deliver the highest impact.
Document B then operationalizes this vision by creating the legal and institutional scaffolding
needed to make clusters viable, bankable, and scalable.
Together, they form a complete policy package:
Evidence (EIA) = Legal and Institutional Design (Regulatory Framework) = Implementation

Roadmap and KPls.
4. At-A-Glance: Two Complementary Documents

Dimension Document A—Economic Impact Assessment Document  B—National  Cluster  Regulatory
(EIA) Framework

Diagnose Lebanon’s economic challenges
and quantify the potential impact of clusters.

Establish the legal, institutional, and operational

Purpose ; i
P system to make clusters viable and sustainable.
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“Why clusters, and where should Lebanon
focus?”

Economists, government planners, donors,
development partners

- Conceptual background & rationale

- Macroeconomic context

- Methodology & prioritization criteria

- Sectoral economic potential (6 domains)

- Regional competitiveness analysis

- Quantitative &
framework

qualitative  impact
-  Riskanalysis

- Policy implications

- Limitations

- Conclusion & Call to Action

- Executive Policy Brief

Evidence-based, analytical, diagnostic
Short- to medium-term (identify quick-win
sectors and hubs)

Analytical report

Build the case for cluster-based industrial
development

Berytech 5

powering potential

“How can Lebanon legally and institutionally enable
clusters to succeed?”

Legislators,
chambers, donors

policymakers, institutional actors,

- Rationale & objectives

- Core legal provisions (Cluster Development
Law)

- Institutional architecture (NCPSC, CDUs,
CMOs)

- Financing architecture (Seed Fund, National
Cluster Fund)

- Monitoring & KPI system (CAS)

- Phased implementation roadmap

- Risk management framework

- Integration into industrial & SME policy

- Change management plan

- Legal annexes (governance matrix, sample
board charter, etc.)

Legal-institutional, operational, prescriptive

Medium- to long-term (build durable institutions

and systems)

Policy & legal blueprint

Enable cluster development through law,
institutions, and finance
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Document A

Economic Impact Assessment (EIA) of Cluster Potential in
Lebanon

1.Introduction & Background
1.1. Evidence Base and Key Sources
This EIA is grounded in a set of core national and international sources that provide the

empirical data, policy frameworks, legal mapping, and methodological models underpinning
the analysis.

Rather than re-explaining these reports throughout the text, this section lists them with
theirrole and specific contribution. Subsequent chapters use short-form APA
citations (e.g., LEV, 20719) when referring to them.

Table 1— Major Sources Underpinning the Assessment

- Purpose in This o o Referenced
Source Institution Specific Contribution
Report Nomenclature

Macroeconomic Core GDP, employment and

& sectoral competitiveness data; sector LEV (2019)
baseline prioritization input

. . Defines priority sectors,
Industrial  policy . . .
industrial zones policy, cluster Mol (2020)
framework |
role

SME structure, scaling logic,
SME ecosystem ) )
) constraints; informs cluster MoET (2014)
baseline )
governance design

Provides criteria and scoring
Cluster sector ] .. Berytech (202
) model to select the six priority
selection 5)
cluster sectors

Cluster Benchmarks Lebanese cluster
Berytech
governance governance vs EU best
) . ) (2025a)
diagnostics practice
Comprehensive mapping
Legal framework Berytech
. Lebanese laws relevant to
baseline (2025b)

clusters; informs legal design
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https://www.economy.gov.lb/media/11893/20181022-1228full-report-en.pdf
https://www.economy.gov.lb/media/11893/20181022-1228full-report-en.pdf
https://www.economy.gov.lb/media/11893/20181022-1228full-report-en.pdf
https://www.economy.gov.lb/media/11893/20181022-1228full-report-en.pdf
http://www.industry.gov.lb/getattachment/PublicationsAndStudies/Industry-Strategy-Implementation-Plan-2020-2025-v4-7-EN.pdf?lang=en-US
http://www.industry.gov.lb/getattachment/PublicationsAndStudies/Industry-Strategy-Implementation-Plan-2020-2025-v4-7-EN.pdf?lang=en-US
http://www.industry.gov.lb/getattachment/PublicationsAndStudies/Industry-Strategy-Implementation-Plan-2020-2025-v4-7-EN.pdf?lang=en-US
http://www.industry.gov.lb/getattachment/PublicationsAndStudies/Industry-Strategy-Implementation-Plan-2020-2025-v4-7-EN.pdf?lang=en-US
https://www.economy.gov.lb/media/10312/lebanon-sme-strategy-english-web.pdf
https://www.economy.gov.lb/media/10312/lebanon-sme-strategy-english-web.pdf
https://www.economy.gov.lb/media/10312/lebanon-sme-strategy-english-web.pdf
https://www.economy.gov.lb/media/10312/lebanon-sme-strategy-english-web.pdf
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- Purpose in This o . Referenced
Source Institution Specific Contribution
Report Nomenclature

. Provides phased cluster policy
Cluster policy Beyond
framework adapted to
model Group (2025)
Lebanon

Early scoping . . . .
.. Provides diagnostic evidence
study assessing if .
. on cluster readiness and

clustering is o S Beyond
) . feasibility (legal/institutional

feasible in . Group (2024)
gaps, MSME fragmentation,

Lebanon’s MSME
donor landscape).

ecosystem.
Presents UNIDO’s cluster
development lifecycle
(selection — diagnostic —

Cluster o )
vision - action -

development UNIDO (2020)

implementation = M&E), and
methodology

governance,

institutionalization, and M&E

criteria for cluster policy.

Defines cluster concept and
criteria (critical mass, value
chain coverage, geographical
Cluster .
) o . concentration, export
identification . . . ~ UNIDO (2014)
orientation); provides baseline
methodology ) o
mapping of cluster nuclei in
Lebanon and the Southern

Mediterranean.

Cluster Productivity, innovation
performance spillovers, and regional OECD (2018)
benchmarking development metrics

Provides international

benchmarks on regulatory
focused on .

. quality and structural reform
structural policy

reforms in OECD = | .
viability —and inform th
(and some non- ., = )
. institutional and policy

OECD) countries . . .
readiness dimensions of the

priorities that underpin cluster
OECD (2018a)
e

assessment.
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https://www.enmaeya.com/en/hub/resources/68148b437cb70a44ebcf1238/pdf
https://www.enmaeya.com/en/hub/resources/68148b437cb70a44ebcf1238/pdf
https://www.enmaeya.com/en/hub/resources/68148b437cb70a44ebcf1238/pdf
https://www.enmaeya.com/en/hub/resources/68148b437cb70a44ebcf1238/pdf
https://www.unido.org/sites/default/files/files/2020-09/Clusters_Brochure.pdf
https://www.unido.org/sites/default/files/files/2020-09/Clusters_Brochure.pdf
https://www.unido.org/sites/default/files/files/2020-09/Clusters_Brochure.pdf
https://www.unido.org/sites/default/files/files/2020-09/Clusters_Brochure.pdf
https://www.unido.org/sites/default/files/files/2020-09/Clusters_Brochure.pdf
https://www.unido.org/sites/default/files/files/2020-09/Clusters_Brochure.pdf
https://www.unido.org/sites/default/files/files/2020-09/Clusters_Brochure.pdf
http://data.infopro.com.lb/file/Mapping%20of%20Clusters.%20UNIDO,%202014.pdf
http://data.infopro.com.lb/file/Mapping%20of%20Clusters.%20UNIDO,%202014.pdf
http://data.infopro.com.lb/file/Mapping%20of%20Clusters.%20UNIDO,%202014.pdf
http://data.infopro.com.lb/file/Mapping%20of%20Clusters.%20UNIDO,%202014.pdf
http://data.infopro.com.lb/file/Mapping%20of%20Clusters.%20UNIDO,%202014.pdf
http://data.infopro.com.lb/file/Mapping%20of%20Clusters.%20UNIDO,%202014.pdf
http://data.infopro.com.lb/file/Mapping%20of%20Clusters.%20UNIDO,%202014.pdf
https://www.oecd.org/content/dam/oecd/en/about/projects/cfe/implementing-the-oecd-recommendation-on-regional-development-policy-toolkit/toolkit-implementing-recommendation-on-regional-development-policy.pdf
https://www.oecd.org/content/dam/oecd/en/about/projects/cfe/implementing-the-oecd-recommendation-on-regional-development-policy-toolkit/toolkit-implementing-recommendation-on-regional-development-policy.pdf
https://www.oecd.org/content/dam/oecd/en/about/projects/cfe/implementing-the-oecd-recommendation-on-regional-development-policy-toolkit/toolkit-implementing-recommendation-on-regional-development-policy.pdf
https://www.oecd.org/content/dam/oecd/en/about/projects/cfe/implementing-the-oecd-recommendation-on-regional-development-policy-toolkit/toolkit-implementing-recommendation-on-regional-development-policy.pdf
https://www.oecd.org/content/dam/oecd/en/about/projects/cfe/implementing-the-oecd-recommendation-on-regional-development-policy-toolkit/toolkit-implementing-recommendation-on-regional-development-policy.pdf
https://www.oecd.org/content/dam/oecd/en/about/projects/cfe/implementing-the-oecd-recommendation-on-regional-development-policy-toolkit/toolkit-implementing-recommendation-on-regional-development-policy.pdf
https://www.oecd.org/content/dam/oecd/en/about/projects/cfe/implementing-the-oecd-recommendation-on-regional-development-policy-toolkit/toolkit-implementing-recommendation-on-regional-development-policy.pdf
https://www.oecd.org/content/dam/oecd/en/publications/reports/2018/03/economic-policy-reforms-2018_g1g8a996/growth-2018-en.pdf?utm
https://www.oecd.org/content/dam/oecd/en/publications/reports/2018/03/economic-policy-reforms-2018_g1g8a996/growth-2018-en.pdf?utm
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Cluster
implementation
guidance

Macroeconomic
context

Development
challenges

Economic
complexity
transformation

Sectoral
economic data
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business climate and productivity decline

& options,
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Cluster maturity stages and

operational governance GIZ (2021)
guidance
GDP, debt, inflation, and

) . IMF (2023)
investment collapse baseline

Governance and Captures institutional collapse World

Bank (2019)

Provides macroeconomic

context, structural trap

ESCWA

analysis, an
(2023a)

governance/development
challenge indices for Lebanon

ESCWA
(2022)

Provides product-space

analysis, sector diversification
ESCWA

. (2023b)
transformation roadmap for

and strategic

Lebanon

GDP by sector, productivity,
CAS (2021)
value added
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https://www.giz.de/de/downloads/giz2021-en-cluster-development-guide.pdf
https://www.giz.de/de/downloads/giz2021-en-cluster-development-guide.pdf
https://www.giz.de/de/downloads/giz2021-en-cluster-development-guide.pdf
https://www.giz.de/de/downloads/giz2021-en-cluster-development-guide.pdf
https://www.giz.de/de/downloads/giz2021-en-cluster-development-guide.pdf
https://www.giz.de/de/downloads/giz2021-en-cluster-development-guide.pdf
https://www.giz.de/de/downloads/giz2021-en-cluster-development-guide.pdf
https://www.giz.de/de/downloads/giz2021-en-cluster-development-guide.pdf
https://www.imf.org/en/Publications/CR/Issues/2023/06/28/Lebanon-2023-Article-IV-Consultation-Press-Release-Staff-Report-and-Statement-by-the-535372
https://www.imf.org/en/Publications/CR/Issues/2023/06/28/Lebanon-2023-Article-IV-Consultation-Press-Release-Staff-Report-and-Statement-by-the-535372
https://www.imf.org/en/Publications/CR/Issues/2023/06/28/Lebanon-2023-Article-IV-Consultation-Press-Release-Staff-Report-and-Statement-by-the-535372
https://www.imf.org/en/Publications/CR/Issues/2023/06/28/Lebanon-2023-Article-IV-Consultation-Press-Release-Staff-Report-and-Statement-by-the-535372
https://www.imf.org/en/Publications/CR/Issues/2023/06/28/Lebanon-2023-Article-IV-Consultation-Press-Release-Staff-Report-and-Statement-by-the-535372
https://www.imf.org/en/Publications/CR/Issues/2023/06/28/Lebanon-2023-Article-IV-Consultation-Press-Release-Staff-Report-and-Statement-by-the-535372
https://www.imf.org/en/Publications/CR/Issues/2023/06/28/Lebanon-2023-Article-IV-Consultation-Press-Release-Staff-Report-and-Statement-by-the-535372
https://documents1.worldbank.org/curated/en/394741622469174252/pdf/Lebanon-Economic-Monitor-Lebanon-Sinking-to-the-Top-3.pdf
https://documents1.worldbank.org/curated/en/394741622469174252/pdf/Lebanon-Economic-Monitor-Lebanon-Sinking-to-the-Top-3.pdf
https://documents1.worldbank.org/curated/en/394741622469174252/pdf/Lebanon-Economic-Monitor-Lebanon-Sinking-to-the-Top-3.pdf
https://www.unescwa.org/publications/development-challenges-lebanon-rocky-road-reform
https://www.unescwa.org/publications/development-challenges-lebanon-rocky-road-reform
https://www.unescwa.org/publications/development-challenges-lebanon-rocky-road-reform
https://www.unescwa.org/publications/development-challenges-lebanon-rocky-road-reform
https://www.unescwa.org/publications/development-challenges-lebanon-rocky-road-reform
https://www.unescwa.org/publications/development-challenges-lebanon-rocky-road-reform
https://www.unescwa.org/publications/development-challenges-lebanon-rocky-road-reform
https://www.unescwa.org/sites/default/files/pubs/pdf/competition-lebanon-english.pdf
https://www.unescwa.org/sites/default/files/pubs/pdf/competition-lebanon-english.pdf
https://www.unescwa.org/sites/default/files/pubs/pdf/competition-lebanon-english.pdf
https://www.unescwa.org/sites/default/files/pubs/pdf/competition-lebanon-english.pdf
https://www.unescwa.org/sites/default/files/pubs/pdf/competition-lebanon-english.pdf
https://www.unescwa.org/publications/transformation-strategic-growth-economic-complexity-recovery-lebanon
https://www.unescwa.org/publications/transformation-strategic-growth-economic-complexity-recovery-lebanon
https://www.unescwa.org/publications/transformation-strategic-growth-economic-complexity-recovery-lebanon
https://www.unescwa.org/publications/transformation-strategic-growth-economic-complexity-recovery-lebanon
https://www.unescwa.org/publications/transformation-strategic-growth-economic-complexity-recovery-lebanon
https://www.unescwa.org/publications/transformation-strategic-growth-economic-complexity-recovery-lebanon
https://www.unescwa.org/publications/transformation-strategic-growth-economic-complexity-recovery-lebanon
https://www.unescwa.org/publications/transformation-strategic-growth-economic-complexity-recovery-lebanon
http://www.cas.gov.lb/index.php/national-accounts-en
http://www.cas.gov.lb/index.php/national-accounts-en
http://www.cas.gov.lb/index.php/national-accounts-en
http://www.cas.gov.lb/index.php/national-accounts-en
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Sector Export-to-output ratios,
- ) . . IDAL (2020b;
competitiveness innovation potential, market
. 2020a; 2014)
profiles trends

. Skills gap, VET system,
Human capital / i )
] . workforce readiness policy ETF (2020)
skills policy tool
ools

Donor financing landscape,

Donor financing infrastructure investment
) ) i EBRD (2024)
landscaping readiness, blended finance

potential

1.2. Conceptual Background — The Rationale for Clusters
Over the past three decades, cluster-based industrial policies have become a cornerstone of
economic development strategies worldwide. Clusters are defined as geographic
concentrations of interconnected firms, suppliers, service providers, and supporting
institutions operating within a particular sector or value chain (UNIDO, 2014).

Their strength lies in the dense networks they create. Firms within clusters benefit
from knowledge spillovers, specialized labor pools, shared infrastructure, and collaborative
innovation platforms, while still competing to improve performance (OECD, 2018). According
to the OECD (2018), more than 70% of member states have embedded cluster-based
approaches in their industrial strategies.

Empirical evidence from advanced industrial economies—including France, Germany, ltaly,
Spain, and Singapore—shows a measurable productivity premium for firms in strong
clusters: around 15% above the economy-wide average in EU benchmarks and often
approaching 20-25% in country studiessuch as Italy’s industrial districts. These
environments also show higher rates of employment and patenting growth (European
Commission, 2020; OECD, 2018; Valter Di Giacinto et al,, 2022; Mercedes Delgado et al,,
2014).
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https://www.ilo.org/publications/lebanon-follow-labour-force-survey-january-2022
https://www.ilo.org/publications/lebanon-follow-labour-force-survey-january-2022
https://www.ilo.org/publications/lebanon-follow-labour-force-survey-january-2022
https://www.ilo.org/publications/lebanon-follow-labour-force-survey-january-2022
https://www.ilo.org/publications/lebanon-follow-labour-force-survey-january-2022
https://www.ilo.org/publications/lebanon-follow-labour-force-survey-january-2022
http://data.infopro.com.lb/file/ICT%20Factbook%202020%20IDAL.pdf
https://investinlebanon.gov.lb/Content/uploads/SideBlock/200402110319809~IDAL%20Agrifood%20Industry%20in%20Lebanon%20Factbook%202020.pdf
https://investinlebanon.gov.lb/Content/uploads/Publication/140617020022273~Tourism%20Fact%20Book.pdf
https://www.etf.europa.eu/en/publications-and-resources/publications/trp-assessment-reports/lebanon-2020
https://www.etf.europa.eu/en/publications-and-resources/publications/trp-assessment-reports/lebanon-2020
https://www.etf.europa.eu/en/publications-and-resources/publications/trp-assessment-reports/lebanon-2020
https://www.etf.europa.eu/en/publications-and-resources/publications/trp-assessment-reports/lebanon-2020
https://www.google.com/url?sa=t&source=web&rct=j&opi=89978449&url=https://www.ebrd.com/content/dam/ebrd_dxp/assets/pdfs/office-of-the-chief-economist/transition-report-archive/transition-report-2024/country-assessments-2023-24/southern-and-eastern-mediterranean/Transition-Report-2024-25-Lebanon.pdf&ved=2ahUKEwiI25L83NyPAxUqTaQEHSUOHLQQFnoECCYQAQ&usg=AOvVaw1j9muAqq8zqUkJxAOKIF0i
https://www.google.com/url?sa=t&source=web&rct=j&opi=89978449&url=https://www.ebrd.com/content/dam/ebrd_dxp/assets/pdfs/office-of-the-chief-economist/transition-report-archive/transition-report-2024/country-assessments-2023-24/southern-and-eastern-mediterranean/Transition-Report-2024-25-Lebanon.pdf&ved=2ahUKEwiI25L83NyPAxUqTaQEHSUOHLQQFnoECCYQAQ&usg=AOvVaw1j9muAqq8zqUkJxAOKIF0i
https://www.google.com/url?sa=t&source=web&rct=j&opi=89978449&url=https://www.ebrd.com/content/dam/ebrd_dxp/assets/pdfs/office-of-the-chief-economist/transition-report-archive/transition-report-2024/country-assessments-2023-24/southern-and-eastern-mediterranean/Transition-Report-2024-25-Lebanon.pdf&ved=2ahUKEwiI25L83NyPAxUqTaQEHSUOHLQQFnoECCYQAQ&usg=AOvVaw1j9muAqq8zqUkJxAOKIF0i
https://www.google.com/url?sa=t&source=web&rct=j&opi=89978449&url=https://www.ebrd.com/content/dam/ebrd_dxp/assets/pdfs/office-of-the-chief-economist/transition-report-archive/transition-report-2024/country-assessments-2023-24/southern-and-eastern-mediterranean/Transition-Report-2024-25-Lebanon.pdf&ved=2ahUKEwiI25L83NyPAxUqTaQEHSUOHLQQFnoECCYQAQ&usg=AOvVaw1j9muAqq8zqUkJxAOKIF0i
https://www.google.com/url?sa=t&source=web&rct=j&opi=89978449&url=https://www.ebrd.com/content/dam/ebrd_dxp/assets/pdfs/office-of-the-chief-economist/transition-report-archive/transition-report-2024/country-assessments-2023-24/southern-and-eastern-mediterranean/Transition-Report-2024-25-Lebanon.pdf&ved=2ahUKEwiI25L83NyPAxUqTaQEHSUOHLQQFnoECCYQAQ&usg=AOvVaw1j9muAqq8zqUkJxAOKIF0i
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Table 2 — Documented Benefits of Cluster Policies

Impact Area Evidence from International Cases lllustrative Countries

-_ France, Germany, Italy

Because clusters generate economies of scale, scope, and knowledge, they are widely
adopted as a systemic policy lever to drive industrial transformation, regional upgrading, and
inclusive growth (UNIDO, 2014; OECD, 2018). These global lessons are directly relevant to
Lebanon’s current policy discussions. The national sectoral cluster assessment (Berytech,
2025) stresses that successful cluster strategies in fragile economies must be industry-led,
geographically anchored, and supported by public institutions as facilitators only—a principle
of bottom-up emergence that underpins the framework proposed in this assessment.

1.3. Lebanon’s Macroeconomic Context — A Crisis of Productivity

Lebanon enters this discussion from a position of deep economic fragility. Since 2019, it has
endured one of the sharpest peacetime economic collapses in modern history: real GDP
contracted by over 40% between 2018 and 2023, public debt surged beyond 150% of GDP,
and poverty rates exceeded 80% of the population (IMF, 2023; World Bank, 2019).

This collapse reflects not only macroeconomic contraction but also the structural erosion of
Lebanon’s productive capacity. Agriculture, manufacturing, and hospitality—sectors that
form the backbone of most developing economies—now contribute barely 16% of GDP and
26% of total employment, far below regional peers (LEV, 2019). The World Bank (2019)
warned that Lebanon risks becoming a “sinkhole economy”—where diaspora inflows sustain
consumption while productive capacity erodes. Foreign direct investment has collapsed, the
banking system has imploded, and the private sector has been hollowed out by capital flight
and the collapse of credit.

The ESCWA (2023a) report highlights that the absence of competition, insolvency, and
investment laws has left Lebanon without the regulatory foundations needed for private

sector revival.

Table 3 — Key Features of Lebanon’s Economic Crisis

Collapse ofinvestment | FDIdown>30% (2010-2017)
=0 Q=D O | mm>p =0 VYA
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Erosion of productive . . o .
tors Agriculture, manufacturing, hospitality only 16% of GDP / 26% of jobs
sec

Informal/shadow -~ :
>30% of GDP, undermining fiscal revenue
economy

Ranked 146/180 in Corruption Perception Index; lacks modern
Governance gaps . :
competition, insolvency, and investment laws

This economic implosion has been compounded by the dramatic expansion of the informal
economy, now estimated at over 30% of total activity (Samar Abou Ltaif et al.,, 2024).
Informality has eroded the tax base, distorted competition, and entrenched low productivity.
At the same time, structural governance gaps remain unaddressed: Lebanon still lacks
effective competition, insolvency, and investment laws, while ranking 154th out of 180 in
the Transparency International Corruption Perception Index (Transparency International,
2024).

The LEV (2019) warns that the country is locked in a “vicious cycle” of low productivity, high
volatility, and declining competitiveness, where growth relies almost entirely on volatile
diaspora inflows rather than on productive value creation. Beyond macroeconomic collapse,
Lebanon’s crisis is fundamentally institutional: the Governance Benchmarking Matrix
(Berytech, 2025a) shows that Lebanon lacks the enabling governance architecture present
in successful cluster economies such as France, Germany, and Morocco—particularly
in competition policy, insolvency law, and investment facilitation.

1.4. Policy Rationale — Why Clusters Now
Against this backdrop, cluster-based industrial development emerges not as a discretionary
option but as a strategic necessity. It offers a systemic solution to Lebanon’s entrenched
structural challenges and aligns with the urgent need to rebuild its productive economy on
a competitive, innovation-driven basis.
Clusters can:
e Reconstitute fragmented SMEs into coordinated, formal value-chain networks
(MoET, 2014)
e Mobilize private investment and leverage the Lebanese diaspora’s capital and know-
how, countering the collapse of domestic finance (LEV, 2019)
e Embed transparent rules, member-based accountability, and shared infrastructure
to reduce informality (Beyond Group, 2025)
e Stimulate innovation, technological upgrading, and skills development—three areas
where Lebanon is severely lagging (IDAL, 2020; IDAL 2020a; Mol, 2020)
Both the LEV (2019) and Mol (2020) strategies explicitly identify cluster development as a
central pillar of industrial transformation, while Beyond Group (2025) frames it as one of the
most impactful policy tools for Lebanon’s economic recovery.

»



EUROMED I
=8 custers  ANZMIA- Berytech 12

the European Union 'YOUR PARTNERS IN EUROPE MIDDLE EAST AFRICA

Table 4 — How Clusters Address Lebanon’s Structural Constraints
Weak productive sectors Rebuild tradable goods & services capacity
Fragmented SME landscape Pool SMEs into coordinated, formal value-chain networks

Lack of investment & Leverage skilled diaspora, mobilize private capital, foster tech

innovation adoption

High informality Create formal governance and accountability structures

Obsolete industrial . . . . .
Upgrade value chains, create innovation platforms & industrial zones

ecosystem

2.  Methodology and Approach

2.1. Analytical Framework
This EIA adopts a multi-level, mixed-methods framework designed to capture both the
quantifiable economic contribution of clusters and the institutional and contextual
conditions that shape their success. The framework draws on internationally recognized
methodologies and aligns them with Lebanon’s national policy priorities.
At theinternational level, the framework is grounded in the cluster development
methodology of UNIDO (2014, 2020), which provides a structured model for identifying,
mapping, and upgrading industrial clusters. It incorporates the performance and innovation
spillover assessment framework developed by the OECD (2018), which provides metrics to
evaluate productivity gains, R&D intensity, and knowledge diffusion. It also draws on the GIZ
(2021) Cluster Development Guide, which complements the diagnostic logic of this EIA by
providing:

e a maturity-stage model (initiation — establishment — operationalization —
transformation),

e practical guidance on governance structuring, stakeholder mobilization, and cluster
management professionalization.

At the national level, the framework builds on:
e the sectoral diagnostics set out in the McKinsey & Company & Government of
Lebanon Lebanon Economic Vision (LEV, 2019),
o the cluster prioritization criteria proposed by Beyond Group (2025),
e theindustrial development pathways articulated in the Mol Industrial Strategy 2020-
2025 (Mol, 2020), and
e the SME scaling logic embedded in the MoET Lebanon SME Strategy (MoET, 2014).

In addition, the analytical logic explicitly operationalizes two Lebanon-specific pillars:

e Sector prioritization uses the Berytech (2025) Lebanese  Sectoral Cluster
Assessment, which provides transparent, evidence-based criteria for ranking sectors
based on economic scale, exportability, innovation spillovers, and cluster readiness.

e Governance and institutional diagnostics follow the Governance Benchmarking
Matrix (Berytech, 2025a), which distils legally workable features from France’s Péles
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de Compétitivité, Germany’s go-cluster, Spain and Italy’'s regional cluster
programmes, and advanced MENA cases (Morocco, Tunisia, Turkey, Jordan) — and
adapts them to Lebanon’s legal and administrative context.

This integration ensures that the framework is evidence-based, context-specific,and aligned
with Lebanon’s policy architecture.

2.1.1. Prioritization Criteria and Weighting
To ensure transparent, reproducible sector selection, the EIA applies a weighted scoring
system aligned with UNIDO/OECD guidance and calibrated to Lebanon using the Sectoral
Cluster Assessment (Berytech, 2025). Each candidate sector is scored on six criteria (0-5
scale), with weights reflecting policy priorities and feasibility in the current context.

Table 5 — Sector Prioritization Criteria and Weights

Table 6 — Scoring Rubric (Excerpt, apply 0—5 scale per criterion)’

Export Orientation Cluster Readiness

>60% output tradable; =3 =2 anchors; full value-chain; active
major markets association

partial chain; at least 1 anchor;
30-60% tradable; 1-2 markets

nascent convenor
<30% tradable; fragmented few firms; no convenor; missing
buyers inputs

2.2. Three-Layer Methodology

'Scoring rubrics draw on UNIDO (2014; 2020) and OECD (2018) for cluster criteria, and OECD (2018a) for policy
and structural reform benchmarks.
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The methodology unfolds across three interlinked layers, progressing fromm macroeconomic
diagnostics to micro-level validation of institutional readiness and stakeholder ownership.

Table 7 — Three-Layer Methodology

Time-series analysis (GDP share, value added, exports,
employment, FDI); input—output multipliers; scenario
modelling to 2030

UNIDO five criteria (critical mass, concentration, value-
chain coverage, non-local demand, specialization);
Location Quotients using Central Administration of
Statistics (CAS) data; Governance Benchmarking
Matrix indicators (legal form, board structure,
professional management, member financing share,
M&E capability)

Key informant interviews with ministries, cluster
managers, business associations, universities, and
donors; co-design workshops based on GIZ (2021)
facilitation methods; triangulation of stakeholder input
with economic data

For institutional readiness, the EIA converts the Governance Benchmarking

Matrix (Berytech, 2025a) into a five-dimension index: (1) legal personality and by-laws; (2)
tripartite board composition; (3) professional cluster management capacity; (4) member-
based financing (dues/fees 230% by year 3); and (5) monitoring & evaluation systems. Each
dimension is scored 0-5 to produce a composite “Governance Readiness Score”, which
feeds the overall viability rating.

2.3. Indicators and Data Sources
To ensure rigor and comparability, the assessment applies a core set of indicators across
five dimensions: economic contribution, employment impact, innovation and
competitiveness, cluster viability, and regional readiness.
Each dimension is mapped to trusted data sources and benchmarks.
e Economic contribution — GDP share, value added, exports, FDI, labor productivity
using CAS (2021), CAS & ILO (2022), LEV (2019), and IMF (2023). According to CAS
(2021), productive sectors represent only ~16% of GDP
e agriculture ~3.2 %, manufacturing ~7.6 %, construction ~3.8 %, ICT ~2.1 %, compared
to over 70 % from services. BLOMINVEST (2024) notes that agriculture rose toward
5% by 2023 due to currency depreciation and import substitution.
e Employment impact — Jobs created, wages, skills levels, youth/women inclusion
using CAS & ILO (2022) and MoET (2014). Unemployment is ~29.6% nationally, youth
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(15-24) unemployment is 47.8%, and labor force participation is 43.4% (CAS & ILO,
2022). This is compounded by the exclusion of skilled Syrian refugees from formal
employment despite significant human capital, exacerbating Lebanon’s labor
underutilization (LCPS, 2021).

e Innovation and competitiveness—R&D spending, patents, digital adoption,
international contracts (IDAL, 2020; IDAL 2020a; OECD, 2018; OECD, 2018a).

e Cluster viability — Firm density, value-chain coverage, support infrastructure,
governance maturity (UNIDO, 2014; 2020; GIZ, 2021; Beyond Group, 2025; OECD,
2018a).

e Regional readiness — Industrial land, logistics, skills base, access to finance, local
government support (Mol, 2020; ESCWA, 2023b; 2023a). CAS & ILO (2022) shows
50.1% of the labour force is under-utilized, suggesting high “labor market slack” that
clusters could absorb.

Table 8 — Indicator Operationalization and Primary Sources

: : . . Baseline .
Dimension Indicator (Operational) v, Primary Source
ear
CAS & ILO (2022); LEV (2019);
2018-2024
IMF (2023)
CAS & ILO (2022); MoET
2019-2024
(2014)
Latest IDAL (2020; 2020a); OECD
available (2018)
UNIDO (2014); Berytech
Current
(2025)

Table 9: CAS Dimensions Table

Dimension Indicator Value Source

%

501% | 2022 | CAS-ILO LFS 2022

29.6
% 2022 | CAS-ILO LFS 2022
(o]
30.6
2022 | CAS-ILO LFS 2022
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Agriculture GDP share 32 % 2018 | CAS —2021
Manufacturing GDP share 7.6 % 2018 | CAS — 2021
Construction GDP share 3.8% 2018 CAS — 2021
Sectoral
Structure Information & commmunication
21 % 2018 | CAS — 2021
GDP share
BLOMINVEST Bank
Agriculture GDP share (trend) | =5 % 2023 (2024)

2.4. Quality Assurance and Triangulation
To preserve analytical integrity, the EIA embeds quality assurance at every stage.

e Triangulation combines national statistics, international databases, and stakeholder
interviews to verify consistency.

e Findings will be peer-reviewed by technical teams at the MoET, Mol, IDAL, and
Berytech.

e All assumptions (growth rates, sectoral multipliers, and employment elasticities) will
undergo sensitivity analysis under baseline, moderate, and high-growth scenarios.

e The EIA will maintain a transparent log of data gaps to flag areas needing future
empirical study.

A Technical Review Panel (TRP) composed of MoET, Mol, IDAL, Berytech, and academic
experts will:

e vet assumptions,

e sign off on scoring, and

e archive a version-controlled methods file and codebook.

This multi-layered approach guarantees the EIA is methodologically robust, contextually
grounded, and institutionally validated, providing a credible basis for designing Lebanon’s

cluster regulatory framework.

3. Sectoral Economic Potential Analysis

3.1 Overview and Selection Logic
This section identifies and assesses six high-potential sectors for cluster development in
Lebanon. The prioritization framework builds on Berytech (2025) and scores sectors on five
weighted dimensions: (i) economic weight & growth trajectory, (ii) alignment with national
policy priorities, (iii) cluster readiness & institutional anchoring, (iv) innovation & technology
spillovers, and (v) export & FX generation. The model is calibrated to Lebanese data as
follows:

e Economic weight & growth trajectory — GDP contribution, value added, employment,

export trends (LEV, 2019; CAS, 2021; CAS-ILO, 2022).
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e Industrial policy alignment — coherence with Mol Industrial Strategy 2020-2025
(Mol, 2020) and MoET SME Strategy (2014).

e Cluster readiness — geographic concentration, value-chain linkages, anchor firms,
convening institutions (UNIDO, 2014; 2020; Berytech, 2025).

e Innovation spillovers — technology diffusion and skills upgrading potential (IDAL
sector factbooks, 2014/2020; OECD, 2018).

e Export & FX potential — tradability, market access, and standards readiness (LEV,
2019; IDAL, 2014/2020).

3.2 Prioritization Matrix?

Economic Innovation |Export / FX -
Sector . . ! . . . |Overall Priority
Weight |Alignment | Readiness | Spillovers | Potential

[ O iy + + * *

3.3 Sectoral Profiles and Projected Impact

3.3.1 ICT & Knowledge Economy
This sector scores highest on export potential and innovation spillovers in Berytech (2025),
reflecting ecosystem maturity and global orientation. Lebanon’s ICT contributes ~2-3% of

2 Notes on scoring: criteria and rubrics align to UNIDO (2014; 2020) and OECD (2018); Lebanese
weights/thresholds follow Berytech (2025) with data from LEV (2019), CAS (2021), CAS-ILO (2022), IDAL
(2014/2020).
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GDP with strong services growth pre-crisis and sustained tradability (CAS, 2021; IDAL,
2020a). It is anchored by national hubs and diaspora market links (LEV, 2019; IDAL, 2020b).3
Projected by 2030 (illustrative, policy-on scenario):

e +30,000 high-skill jobs

e +USD 5B additional GDP

e USD 2-3B annual exports

e Strong spillovers to finance, education, creative industries, and public services

3.3.2 Health & Wellness Tourism

Ranks high on employment multipliers and FX in Berytech (2025) and aligns with Mol
(2020) and MoET (2014) objectives for services upgrading. Lebanon has long been a regional
healthcare hub, hosting over 165 hospitals, many of which are internationally accredited
(IDAL, 2014; CAS, 2021). It attracts thousands of foreign patients annually for elective and
specialised care (Hassan, 2015). With advanced medical talent, multilingual skills, and an
established reputation for cosmetic and wellness care, the sector could generate USD
1B/year by 2030 (LEV, 2019).*
Projected by 2030:

e +25,000 direct/indirect jobs

e +USD 1B annual revenues

¢ Quality upgrades via accreditation and service packages

3.3.3 Green Economy (Renewables & Waste Valorization)

Scores high on innovation spillovers and medium-high on readiness in Berytech (2025);
consistent with Mol (2020) focus on industrial efficiency and energy resilience. Rapid
distributed solar uptake and circular economy initiatives suggest a scalable cluster
opportunity, with donor leverage potential (IDAL, 2014; LEV, 2019).°
Projected by 2030:

e +20,000 green jobs

o +USD 1.2B market size

o ~USD 0.4B/year import savings (energy substitution)

e Spilloversin smart grids, cleantech, and recycling

3.3.4 Cultural & Creative Industries (CClI)
Scores medium-high on export and innovation in Berytech (2025), but remains a fragmented
institution. CCl spans design, audiovisual, fashion, jewelry, gaming, and content, with strong
branding/export appeal (UNIDO, 2014; LEV, 2019; CAS, 2021). Formalization and IP/standards
support are key to scale.

3 Export orientation and firm behavior in ICT are additionally illustrated by Ben Hassen (2018); sector resilience
discussed in BLOMINVEST (2019).

4 Employment multipliers in health services are illustrated by WHO (2021).

5 Recent solar capacity uptake and circular-economy initiatives are tracked by PV Know How (2025) and
Berytech programme pages (n.d.); these are indicative industry trackers
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Projected by 2030:
e +15,000 creative jobs (with formalization)
e +USD 2B exports
e Spilloversinto ICT, tourism, and education

3.3.5 Agri-Food (Wine, Specialty Foods, Agro-Processing)

Ties for top overall alongside ICT, driven by export scale and rural employment (Berytech,
2025). Agri-food anchors ~20% of industrial GDP and is central to regional employment and
value-chain deepening (IDAL, 2020a; CAS, 2021). Existing cluster nuclei (e.g., innovation
consortia) improve readiness.
Projected by 2030:

e +40,000 rural jobs

e +USD 3B exports

e Upgrading in farming, processing, packaging, logistics

3.3.6 Engineering & Architecture Services

Scores high on readiness and FX in Berytech (2025); consistent with LEV (2019) evidence on
services exports and skills depth. A large professional base and regional demand
(reconstruction, GCC megaprojects) support cluster formation; digitalization (BIM)
accelerates competitiveness (CAS, 2021; Mol, 2020).5
Projected by 2030:

e +20,000 high-skill jobs

e +USD 1.5B annual services exports

e Strong FXinflows and technology upgrading in construction value chains

Summary Table

Projected GDP| New Export / FX Innovation .
Sector Priority

Jobs Potential Intensity

USsD 7-8B 30,000 USD 2-3B Very High A X K &

USD 1B 25,000 USD B High X X X
USD 0.4B

USD 1.2B 20,000 (import High XXX
savings)

8 Historical/design-sector digitalisation narratives (e.g., BIM adoption) occasionally reference Executive
Magazine (2004) and Order of Engineers & Architects (2023).
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Projected GDP| New Export / FX Innovation

Sector . . Priority
Jobs Potential Intensity
Medium-—
USD 258 15,000 USD 2B cam R
High
USD 5B 40,000 USD 3B Medium I 2 X X K
USD 1.5B 20,000 USD 1.5B High L X X

Method notes: Projections are scenario-based and will be stress-tested in Section 4
via sensitivity analysis; baseline parameters draw on CAS (2021/2022), LEV (2019), Mol
(2020), MoET (2014), IDAL (2014/2020a-b), UNIDO (2014/2020), OECD (2018), Berytech
(2025).

4. Regional Competitiveness and Cluster Viability Analysis
4.1 Framework for Regional Competitiveness Analysis

Designating viable geographic hubs for cluster development requires more than spotting
sectoral concentrations; it demands an integrated view of the territorial ecosystems that
underpin competitiveness. In Lebanon’s highly centralized and uneven economy, this
territorial lens is critical. The collapse of infrastructure outside the capital, fragmented
municipal institutions, and skills—industry mismatches have all hindered balanced regional
development (ESCWA, 2023a; LEV, 2019; Beyond Group 2024). Skills mismatch is severe;
technical profiles are scarce, and refugee talent remains largely excluded from formal labour
markets despite relevant skills (LCPS, 2021)

To address this, we apply ahybrid regional competitiveness framework with two
complementary layers:

e Cluster Viability Criteria (Structural Readiness) — the five internationally recognized
criteria developed by UNIDO (2014; 2020) assessing the conditions for cluster
dynamics (critical mass, value-chain depth, geographic concentration, non-local
market orientation, institutional density).

e Enabling Conditions (Systemic Capacity) — five contextual dimensions that
determine whether clusters can scale, attract investment, and sustain innovation.
Governance maturity follows the Berytech (2025a) Governance Benchmarking
Matrix, which assesses cluster governance across nine criteria (mandate, legal form,
board, funding, services, monitoring, innovation support, private leverage,
coordination capacity).
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While UNIDO'’s criteria test whether a region has the ingredients of a cluster ecosystem, the
enabling conditions assess whether it has the systems to sustain one. Combining the two
distinguishes between:

e Mature cluster hubs (ready for immediate formalization and scaling);

e Emerging industrial areas (where targeted investments can unlock formation), and

e Nascent regions (where basic capacity-building must precede cluster policy).

This sequencing aligns with OECD (2018) guidance on place-based industrial policy and
the GIZ (2021) Cluster Development Guide, which emphasizes matching support
instruments to the maturity stage of each agglomeration rather than applying uniform tools.

Table 10 — Regional Competitiveness Assessment Framework

Dimension | Criterion/ Definiti Why It Matters for Measurement
efinition
Type Condition Lebanon Approach

Count of active firms
and workers by
sector/region

Mapping of input—
output linkages and
service ecosystems

Firm density within
regional radius;
presence of cluster
nuclei

Share of firms with
exports; share of
revenues from non-
local markets

Number and maturity
of intermediary
organizations

Serviced industrial
land, logistics
reliability,

energy/digital uptime
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Dimension | Criterion/ o Why It Matters for Measurement
Definition

Type Condition Lebanon Approach

TVET/tertiary
outputs; employer
surveys; vacancy data

Presence/capacity of
chambers, municipal

economic units

Bank credit
penetration; donor
absorption rates

Governance
Benchmarking Matrix
(Berytech, 2025a)

This dual-lens diagnostic is consistent with international standards and practices. GIZ
(2021) distinguishes four maturity stages—Initiation, Operationalization, Establishment,
Transformation—and recommends sequencing instruments accordingly. We therefore
interpret UNIDO structural criteria alongside these stages to avoid over-formalizing nascent
agglomerations and to front-load capability-building where needed.

For Lebanon, this is especially important: while Beirut/Mount Lebanon hosts the densest
firm and institutional bases, the Bekaa Valley and Tripolican evolve into viable
ecosystems if enabling investments are sequenced first—industrial zones, skills systems,
and governance capacity (Mol, 2020; Berytech, 2025a).

Table 11 — Mapping UNIDO Structural Criteria to GIZ Cluster Maturity Stages

. Typical Features Linked UNIDO Governance Implications
Maturity Stage . : :
(c]V4) Criteria Readiness Signals |for Lebanon

Describes
much of
North &

No cluster manager; SOUth

no strategy/budget; Lebanon
today -

priorities

informal decisions

awareness,
convening,
seed
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. Typical Features Linked UNIDO Governance
Maturity Stage o . :
(Gl2) Criteria Readiness Signals [for Lebanon

funding; no

formalization
yet

Bekaa agri-

food; Tripoli
Manager in place; engineering
charter & member list; = need
initial public/donor zones, local
funding; first KPIs cluster units,

skills

pipelines

Beirut/Mount

Elected board; Lebanon ICT
diversified funding & CCI — link
(fees/public/projects); to export
regular M&E; consortia and
partnerships innovation
platforms
Frontier

niches within
Beirut
ICT/CCI -
Sophisticated justify
reporting; global advanced
partners; own instruments
IP/brands/standards (R&D tax
credits,
global
marketing
funds)

4.2 Geographic Anchors by Sector
Applying the combined framework (Section 4.1) pinpoints where each priority
sector currently exhibits structural viability and which enabling conditions would support
growth. Results confirm Beirut & Mount Lebanon as the only fully mature ecosystem,
with Bekaa and Tripoli emerging, and North/South showing nascent specializations.
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infrastructure, international client
networks (IDAL, 2020b; LEV, 2019)

Accredited medical infrastructure; regional
reputation; service sophistication (IDAL,
2014; LEV, 2019)

High solar potential; donor-backed pilots;
rooftops/industrial estates suitable for
rollout (IDAL, 2020; Mol, 2020)”

Established  design/audiovisual  base;
export orientation; diaspora linkages
(UNIDO, 2014; LEV, 2019)®

Rural job intensity; branding/terroir;
innovation nuclei (Berytech, 2025; IDAL,
2020a; CAS, 2021)

Large professional base; GCC export
experience; emergent cluster nucleus
(Berytech, 2025; CAS, 2021; LEV, 2019)°

Beirut/Mount Lebanon meet all five UNIDO criteria: large firm bases (critical mass),
complete value-chain linkages, dense geographic proximity, strong non-local orientation,
and rich institutional density (universities, incubators, associations, ministries). They also
fare best on enabling conditions—skills, infrastructure, finance, and governance.

Bekaa shows substantial value-chain depth in agri-food and viable renewables platforms but
faces infrastructure bottlenecks, thin institutional density, and weak local finance absorption
(Mol, 2020; EBRD, 2024). Tripoli emerges as an engineering/logistics hub with improving
infrastructure and export experience, but still limited governance
structures. North and South Lebanon show niche specializations yet fall short on critical
mass and institutional density; early ecosystem-building is required before formalization.
For each anchor, interventions must match stage: Bekaa agri-food » Operationalization
(services & zones); Tripoli engineering = Initiation = Operationalization (governance set-up,

7 Indicative trackers on solar rollout and circular-economy startups include PV Know How (2025) and Berytech
programme pages (n.d.).

8 For CCI quantitative contributions and policy options see Basil Fuleihan Institute (2020) and UNIDO (2014)
cultural/creative cluster mapping.

® Professional community data points may be cross-checked against Order of Engineers & Architects (2023)
annual reporting
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skills); Beirut/Mount Lebanon ICT & CCl=~ Establishment — Transformation (export
consortia, innovation platforms) (GlZ, 2021).

4.3 Regional Competitiveness Scoring

We translate these insights into a Regional Competitiveness Index aggregating the five
enabling conditions—Infrastructure, Skills, Institutional Support, Financial Ecosystem,
Governance Maturity—into a composite O—5score. The index signals readiness for
deployment vs. the upgrades needed.

Scores combine quantitative indicators (industrial land per capita, logistics reliability, skills
base, credit penetration) from CAS (2021), CAS & ILO (2022),LEV (2019), and EBRD
(2024) with qualitative governance ratings from Berytech (2025; 2025a).

. Institutional Financial Governance Overall
Infrastructure|Skills

Support Ecosystem Readiness Viability

.-I---46 o
2.6 =
Emerging
2.0 =
Nascent
1.8 =
Nascent
3.0 =
Promising

Interpretation: Beirut/Mount Lebanon excels across dimensions and is the logical launchpad
for the first wave of formalized clusters. Bekaa and Tripoli are emerging hubs: concentrated
activity and improving infrastructure, but weaker institutional density, financing, and
governance. North/South remain pre-cluster: niche specializations and labor reserves exist,
but industrial bases are dispersed and institutional support is fragile—foundation building is
the near-term priority.

4.4 Readiness Gaps and Enablers
Lebanon’s constraints are less about sectoral potential than about territorial ecosystems.
Even in promising regions (Bekaa, Tripoli), activity remains confined to thin local systems,
which lack infrastructure, finance, skills alignment, and governance capacity.
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1. Territorial economic governance. Municipalities/governorates have limited
mandates/resources for economic development; coordination among local
authorities, business associations, and national ministries is fragmented (ESCWA,
2023a). This undermines cluster coordination and management of shared assets
(industrial zones, training centers, export platforms). International guidance cautions
against “wishful” top-down cluster creation; support must be long-term, evidence-
based, and sequenced (GlZ, 2021).

2. Industrial land and infrastructure. The Mol Industrial Strategy (2020) notes the
scarcity of planned, serviced industrial zones outside Beirut, locking firms into sub-
scale, dispersed configurations—weakening geographic concentration and spillovers
that clusters need.

3. Skills mismatch. Lebanon produces an oversupply of generalist graduates and a
shortage of technical/vocational profiles. Clusters struggle to hire mid-level
technicians, operators, and digital specialists, especially outside the capital (CAS,
2022; MoET, 2014; ETF, 2020).

4. Finance & donor absorption.SMEs face structural barriers to credit; local
governments/chambers often lack fiduciary systems to implement donor projects
(LEV, 2019; EBRD, 2024). This limits funding for shared infrastructure, innovation
platforms, and skills centers.

Sequenced instruments by stage (GlZ, 2021).

e |nitiation (North/South): awareness & convening, anchor-firm mobilization, light
networking, seed grants for collective actions.

e Operationalization (Bekaa/Tripoli): set up local cluster development units, invest
in serviced  industrial zones, launch TVET/skills  pipelines, pilot blended-
finance mechanisms.

e Establishment/Transformation (Beirut/ML): innovation vouchers, R&D tax credits,
export consortia, global marketing funds, and policy advocacy roles.

Practical levers. Create Regional Cluster Development Units in governorates and chambers
to coordinate governance, manage donor projects, and convene public—private actors
(Berytech, 2025a). Invest in industrial zones in Bekaa and Tripoli to catalyze co-location (Mol,
2020). Pilot cluster development funds (blended public—private) with partners such as EBRD
(2024). Establish sector-specific technical academies via JV models between universities,
cluster firms, and MoET (2014) to realign the human-capital pipeline.

Together, these measures form a territorial upgrading agenda that can close ecosystem
gaps in Bekaa and Tripoli and lay foundations in North/South—ensuring growth
becomes spatially balanced rather than capital-concentrated.

5. Quantitative & Qualitative Assessment Framework
5.1 Purpose and Logic of the Framework
Economic clusters generate effects that extend well beyond the firms within them. By

concentrating enterprises, suppliers, service providers, and research institutions, clusters
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create dense webs of competition and cooperation that drive productivity, innovation, and
export performance (UNIDO, 2014; OECD, 2018). Yet these spillovers are often invisible in
traditional national accounts, which mainly track sectoral output and employment.

To address this, the EIA adopts a hybrid assessment logic with two complementary lenses:
1.  Economic potential — how much value added, employment, trade, and productivity
clusters could generate if properly enabled; and
2. Institutional feasibility — whether the surrounding ecosystem has the capacity,
governance, and absorptive mechanisms to make that potential achievable.

In Lebanon’s context—characterized by rentier dynamics, regional disparities, and
institutional fragility—high-potential sectors frequently operate in low-
capacity environments. Ignoring institutional readiness risks funding “paper clusters” that
never operationalize. The framework, therefore, integrates quantitative
modelling with qualitative institutional assessment, aligning the UNIDO (2014) cluster
lifecycle with maturity staging in the GIZ (2021) Cluster Development Guide so that impact
projections are matched to readiness.
5.2 Indicator Architecture

The framework is built around five interlinked assessment dimensions. Each dimension
specifies indicators, explains the rationale, and cites primary data sources to ensure
transparency. This design balances quantitative measures of economic contribution
with qualitative measures of enabling conditions (governance, institutional density, regional
readiness).

Table 12 — Cluster Impact Assessment Indicators

Assessment . . . . Main
Dimension Key Indicators Rationale
Layer Sources

LEV (2019);
IMF (2023);
CAS (2021)

ILO/CAS
(2022);
MoET
(2014)

IDAL (2014
2020);
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Assessment . . . . Main
Dimension Key Indicators Rationale

Layer Sources

OECD
(2018)
UNIDO
(2014
2020a-b);
Berytech
(2025a)

Mol (2020);
ESCWA
(2024)

This whole-ecosystem architecture captures not only the what (economic outcomes) but

also the how (institutional conditions that enable those outcomes).

5.3 Modelling Approach

To estimate quantitative contributions, the EIA uses input—output (I-O) modelling anchored
in Lebanon’s sectoral accounts (CAS baselines) and, where needed, SAM-consistent
extensions. The goal is to capture direct, indirect, and induced effects across supplier
networks and household consumption.
Multipliers derived and applied

e Output effects — value added (GDP contribution)

¢ Employment effects — direct/indirect job creation

o Fiscal effects — tax revenues and import-substitution savings

Parameterization and validation
¢ Employment elasticities link sectoral output growth to job creation. Elasticities and
[-O coefficients are adapted from international benchmarks (OECD, 2018)
and ground-truthed with national evidence (LEV, 2019; CAS, 2021; CAS & 1LO,2022).
e Export projections use historical export-to-output ratios from IDAL (2014; 2020),
cross-checked against sector demand outlooks and Lebanon’s tradability
constraints.

Qualitative scoring

e Cluster viability is scored via a matrix informed by UNIDO (2014; 2020) (critical mass,
value-chain depth, institutional density, etc.).

e .Ln—..l':.-l :I.bY?A'b
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e Governance performance applies the Berytech (2025a) Governance Benchmarking
Matrix (leadership, coordination, transparency, stakeholder engagement, M&E).
e Legal feasibility uses Berytech (2025b) to map viable legal vehicles (associations,
cooperatives, chambers, company forms) and identify required reforms.
By combining economic and institutional lenses, high-impact but low-readiness clusters are
not prioritized prematurely.

5.4 Quality Assurance and Triangulation
Given data fragmentation, the framework embeds robust QA mechanisms:

e Triangulation. Combine national accounts (CAS), international databases (World
Bank, IMF), IDAL sector factbooks, and stakeholder interviews.

e Sensitivity analysis. Stress-test growth rates, elasticities, and multipliers under low /
moderate / high scenarios to avoid overstating benefits.

o Peer review.Draft results validated by technical teams at Mol, IDAL, MoET,
and Berytech; alignment with donor priorities peer-checked with EBRD (2024).

e Transparent documentation. All assumptions, data gaps, and limitations are logged;
scoring matrices and assumption sheets will be annexed for replicability and
auditability.

6. Risk Analysis and Mitigation Framework
6.1 Purpose and Risk Typology

Cluster policies are complex instruments: they coordinate multiple firms, value-chain actors,
research institutions, and public agencies within defined territories and sectors. Their
success depends on macro stability, regulatory clarity, and operational execution capacity.
In Lebanon, the environment is characterized by structural fragility, as the country is still
emerging from one of the world’s deepest financial collapses, with institutional
fragmentation and infrastructure breakdowns constraining recovery (World Bank, 2019; IMF,
2023). In this context, cluster development carries unusually high exposure to risk.
The EIA adopts a three-tier risk typology to embed risk mitigation into cluster policy design
systematically:

. . .. Currency collapse, inflation spikes,
Macro-systemic Economy-wide / geopolitical o )
. o energy blackouts, political violence,
risks shocks destabilizing all sectors ) -
remittance volatility

. Policy, legal, and governance ,
Institutional & _ . Legal voids, fragmented mandates,
. gaps undermining . .
regulatory risks ) : weak municipal capacity, low trust
implementation

Operational & Practical rollout and Underfunding, weak governance,
programmatic risks management challenges exclusion of SMEs, data gaps
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This typology follows GlIZ (2021) guidance, which warns against “premature formalization” in
fragile contexts and recommends tailoring mitigation to each cluster’'s maturity
stage (Section 4) and governance readiness (Berytech, 2025a).

6.2 Macro-Systemic Risks
Lebanon’s macroeconomic environment remains profoundly unstable. Between 2018-2023,
real GDP contracted by over 40 %, public debt exceeded 150 % of GDP, and inflation reached
triple digits (IMF, 2023). Infrastructure has deteriorated sharply, and energy blackouts are
routine outside Beirut (EBRD, 2024).
Key macro risks
e Currency volatility and capital flight — undermine investment planning, erode firms’
ability to import machinery or service contracts.
e Energyinsecurity — power outages disrupt production and shared infrastructure.
e Geopolitical instability — exposure to regional conflict spillovers raises the risk of
market closures or donor suspensions.
e Diaspora dependency — growth relies heavily on remittances and diaspora
investment, which are crisis-sensitive (ESCWA, 2023a).

These factors raise the cost of capital, deter long-term investment, and erode trust between
firms and public agencies. Both World Bank (2019) and IMF (2023) stress that Lebanon
remains trapped in a low-productivity, remittance-dependent equilibrium—making foreign-
exchange-earning clusters (ICT, agri-food, creative industries) a strategic hedge.
Mitigation strategies
e Stagger cluster pilots in multi-year phases to limit fiscal exposure and align with
predictable donor windows.
e Prioritize FX-earning sectors (ICT, agri-food, creative industries) to hedge currency
risk.
e Embed renewable microgrids, battery storage, and backup systemsin cluster
infrastructure to offset grid failures (EBRD, 2024).
o Develop export market diversification plans and crisis protocols to reduce reliance on
any single market or donor.

6.3 Institutional & Regulatory Risks
Even if macro conditions stabilize, clusters cannot emerge without predictable governance
frameworks and institutional capacity. Lebanon faces several structural institutional risks:

e Fragmented mandates — cluster-related responsibilities are scattered across MoET,
Mol, IDAL, local chambers, and municipalities, with no coordinating authority
(Berytech, 2025a; Beyond Group, 2024).

e Legal voids — no formal cluster legal status; weak enforcement of the new
Competition Law; absence of modern insolvency, investment, and innovation laws
(ESCWA, 2024). The Berytech (2025b) legal mapping confirms that current laws on
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associations, cooperatives, and industrial zones do not allow multi-stakeholder
cluster consortia to hold assets or access funding.

e Weak subnational governance — municipalities lack economic development units,
budgets, or technical staff (OECD, 2018).

e Low trust and coordination deficits — public—private collaboration is limited, and
many firms distrust government-led initiatives (World Bank, 2019).

Berytech (2025) shows that most Lebanese cluster nuclei operate informally, with
fragmented leadership and no legal basis—placing them at the “operationalization” stage of
the GIZ (2021) maturity model.

Mitigation strategies

e Establish aNational Cluster Policy Steering Committee chaired by MoET to
centralize regulation, funding, and coordination.

e Adopt a Cluster Legal Framework and Registration Regime granting clusters legal
personality, governance duties (boards, reporting), and access to public/donor
support.

e Embed Cluster Development Units (CDUs) within regional chambers and
governorates with clear mandates and performance-linked budgets.

e Require public—private cluster boards within each cluster to build trust, ensure joint
decision-making, and institutionalize collaboration.

While the optimal long-term objective remains the adoption of a unified Cluster Law and a
comprehensive institutional architecture encompassing national, regional, and intra-cluster
levels, Lebanon’s current circumstances call for pragmatic short- and mid-term measures
to support cluster development and prepare the ground for future reform. The short- and
medium-term measures aim to maximize the use of current legal frameworks while
promoting inter-institutional cooperation among key ministries, authorities, and
stakeholders.

6.4 Operational & Programmatic Risks
Even with stable macro and institutional conditions, clusters can fail during implementation.
Common risks include:
e Overambitious design / underfunding — leading to “paper clusters” that exist only on
strategy documents (UNIDO, 2014).
e Managerial and technical capacity gaps — inability to absorb funding or monitor
performance (MoET, 2014).
e Elite capture and exclusion — large firms may dominate governance, marginalizing
SMEs, youth, and women (CAS 7 ILO, 2022).
e Data deficits — poor baselines, weak KPls, and low accountability (CAS a& ILO, 2022).

UNIDO (2014) stresses that most cluster strategies fail not because sectors are weak, but
because they are launched without dedicated managers, budgets, or performance
systems. OECD (2018) and Berytech (2025a) confirm that professional cluster management

and inclusive governance are the strongest predictors of survival.
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Mitigation strategies

¢ Roll out clusters in phased cohorts (2-3 initial pilots), scaling only after independent
performance reviews.

e Establish Cluster Management Organizations (CMOs) staffed with professionals
trained in governance, donor compliance, and M&E.

e Embed inclusive governance rules and performance-linked funding to ensure active
SME and youth/women participation.

e Create a National Cluster Data Observatory to consolidate baselines, track KPIs, and
feed evidence into policymaking.

/. Limitations and Directions for Future Research

7.1 Data Gaps and Statistical Limitations
Despite extensive triangulation, this assessment is constrained by the quality and granularity
of available economic data. Lebanon’s statistical infrastructure remains fragmented:
national accounts from the CAS are only available up to 2021, labor force surveys are
intermittent, and there is no disaggregated database on firm-level productivity or value-
chain linkages. Several key indicators—especially cluster-level R&D spending, SME exports,
and informal economy employment—had to be inferred from proxy indicators or qualitative
sources.
Future cluster impact assessments will require a systematic cluster census to establish
reliable baselines on firm density, employment, and value-added.

7.2 Attribution and Causality Limits
Economic impact modelling in this EIA relies on multipliers, elasticities, and input—output
tables adapted fromthe OECD (2018) and United Nations Industrial Development
Organization (UNIDO, 2014; 2020a-b). These tools estimate potential impacts if enabling
conditions are met, but they cannot prove causality between cluster policies and observed
growth outcomes. Exogenous factors (political shocks, global demand fluctuations, macro
instability) could significantly affect actual results. This limitation underscores the need for

ongoing ex-post evaluations and sensitivity testing.

7.3 Institutional Readiness Assumptions
The Governance Benchmarking Matrix (Berytech, 2025a) used in the EIA assumes that local
chambers, universities, and municipal bodies can eventually act as cluster governance
partners. However, their current mandates and capacities are weak (ESCWA, 2023b). This
introduces uncertainty: institutional readiness scores are normative rather than empirical.
Future research should include in-depth institutional capability assessments and stress
tests of governance models.

7.4 Future Research Priorities

To refine this EIA and support cluster policymaking, future work should:
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e Conduct full value-chain mapping studiesin each priority sector to trace input—
output linkages and productivity bottlenecks.

e Undertake cluster firm surveysto generate microdata on innovation, exports,
employment quality, and investment barriers.

e Design and test a cluster satellite account within CAS to enable annual tracking of
cluster GDP, jobs, and exports.

e Develop impact evaluation pilots for the first three clusters, embedding control
groups to measure real vs. projected impacts.

These steps will enable Lebanon to transition from one-off diagnostics to continuous,
evidence-based policymaking for clusters.

8. Conclusion and Policy Call to Action
8.1 Strategic Synthesis

This Economic Impact Assessment has shown with clarity and empirical weight that cluster-
based development offers Lebanon one of its most credible pathways out of protracted
economic collapse. Today, Lebanon’s economy remains heavily skewed toward rent-seeking
and consumption-driven sectors, while its productive base—manufacturing, agri-food, ICT,
cultural industries, renewable energy, and high-value services—has withered. As a result, the
country finds itself locked in what the World Bank (2019) termed a “vicious cycle” of low
productivity, high volatility, and declining competitiveness. This pattern mirrors the
structural trap described by ESCWA (2023), where rent-seeking systems suppress
productive investment and entrench informality. The analysis confirms that Lebanon’s
challenge is not a lack of entrepreneurial capacity, but the absence of coordinated
institutional platforms to transform scattered initiatives into scalable ecosystems.

The prioritization and regional competitiveness analyses (Sections 3-4) demonstrate that
these six sectors are not abstract bets but grounded in real comparative advantages and
local specializations, from the QOOT Cluster in the Bekaa to the Mecaphore Cluster in Tripoli.
The cluster model offers a structural way to reverse this spiral. Across the six sectors
analyzed—ICT, agri-food, creative industries, green economy, health and wellness tourism,
and engineering services—the data reveals strong comparative advantages, underutilized
assets, and substantial growth headroom. If strategically nurtured through coordinated
policies, these clusters could generate more than 100,000 quality jobs over the next decade,
unlock USD 7-8 billion in new export revenues, and raise the contribution of productive
sectors to 25 % of industrial GDP (up from less than 16 % today). Beyond these numbers lies
a broader transformation: the emergence of collaborative innovation ecosystems that could
diffuse technology, stimulate digitalization, and anchor economic opportunity in regions long
excluded from growth.

Yet these opportunities remain trapped by institutional voids. There is currently no legal
recognition of clusters in Lebanese law, no national body to coordinate their development,
and no funding instruments or performance systems to sustain them. Most past cluster
initiatives—often donor-funded pilots—collapsed when external support ended, leaving no
enduring structures behind. This assessment confirms that unless this institutional vacuum

™

N = P .'. 1 B =®



EUROMED i
il cugiers ANZMIA - Berytech &

the European Union

YOUR PARTNERS IN EUROPE MIDDLE EAST AFRICA

is filled, Lebanon will continue to see promising cluster initiatives emerge and disappear
without lasting impact.

8.2 Policy Imperatives

To avoid delaying progress until the adoption and implementation of long-term reforms;
namely, a unified Cluster Law and a comprehensive institutional architecture; it is essential
to act now through practical, high-impact measures. In the short term, engaging MoET
alongside the Ministry of Interior and Municipalities (MolM) would allow clusters to register
as non-profit associations more efficiently and equitably. In the mid-term, a deeper
involvement of MoET can simplify cluster registration and operations, expand access to
incentives and partnerships, and fast-track public—private collaborations. Through the active
participation of Mol, Ministry of Agriculture (MoA), IDAL, and Chambers of Commerce and
Industry, a supportive and transitional ecosystem can be established, featuring a tiered
cluster certification and accreditation program that sets performance and governance
standards. These measures, while preparatory, can immediately empower innovators,
entrepreneurs, and industrial actors to organize, collaborate, and grow within a structured
yet flexible framework, laying the groundwork for a future national cluster system.

8.3 Call to Action
Lebanon now stands at a strategic crossroads. It can continue with fragmented, donor-
dependent projects that vanish once funding ends—or it can seize this opportunity
to institutionalize clusters as a core engine of economic recovery and industrial
transformation.

Acting decisively requires taking several immediate steps. The Council of Ministers should
formally mandate the MoET and the MolM to issue a joint ministerial decision that enables
coordination and facilitates the registration of clusters as non-profit associations. This
mandate should also establish an examination process at the MoET to evaluate clusters and
issue recommendations to the MolM, thereby expediting the registration process while
maintaining security checks in a more efficient and timely manner.

Moreover, the Council of Ministers should mandate the MoET to proceed with the drafting
of the Cluster Development Law, ensuring legal clarity and ownership. Within three months,
the NCPSC should be established as a permanent coordination platform, bringing together
MoET, Mol, MoA, IDAL, Berytech, the Association of Lebanese Industrialists, regional
chambers to oversee cluster policy, and other stakeholders. Donors—including
the EBRD, World Bank, and United States Agency for International Development (USAID)—
should be invited to capitalize a National Cluster Seed Fund to finance early-stage cluster
activities. Finally, three high-potential pilot clusters—in ICT, agri-food, and renewables—
should be launched within twelve months to demonstrate the model’s viability and create
momentum. These steps also align with the readiness sequencing logic of GIZ (2021):
building foundations first (law, NCPSC, seed fund), piloting in high-readiness hubs
(Beirut/Mount Lebanon, Bekaa, Tripoli), and expanding only after demonstrated
performance.
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These actions are realistic, technically ready, and fiscally feasible. More importantly, they
would send a powerful signal to Lebanon’s private sector, its diaspora investors, and its
development partners that the country is serious about rebuilding a productive economy
anchored in innovation and competitiveness.

8.4 Final Reflection
If implemented, this Cluster Regulatory Framework would represent Lebanon’s first modern
industrial development system in nearly half a century. It would provide a vehicle to mobilize
the country’s entrepreneurial energy, reconnect its highly skilled diaspora, reduce economic
concentration and informality, and restore confidence in public—private collaboration. It
would also place Lebanon on a path toward sustainable, regionally balanced growth,
reversing the brain drain and signaling to its youth that opportunities can exist at home.

Crucially, embedding clusters in law, budgets, and data systems will safeguard them from
the political and fiscal volatility that has derailed previous industrial strategies (World Bank
2019). With performance-based funding tied to KPls, Lebanon can avoid “paper clusters” and
build a self-reinforcing system where success attracts more investment, talent, and
innovation.

This report, therefore, urges Lebanon’s government, private sector, and international
partners to treat cluster development not as a peripheral experiment but as a national
mission. The country possesses the assets, expertise, and momentum. What is needed now
is the political will to act boldly, coherently, and without delay.
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DocumentB
Towards a National Cluster Regulatory Framework for
Lebanon

1. Rationale and Objectives
1.1. Context and Problem Statement

Lebanon’'s economic collapse since 2019 has been one of the sharpest peacetime
contractions in modern history, with real GDP falling by more than 40% between 2018 and
2023 (IMF, 2023; World Bank, 2019). Productive sectors — manufacturing, agri-food, ICT,
cultural industries, renewable energy, and high-value services — now contribute less than 16
% of GDP, while youth unemployment has exceeded 40 % and emigration has surged.
The Economic and Social Commission for Western Asia (ESCWA 2023a) describes Lebanon
as trapped in a “rentier-consumption equilibrium” sustained by volatile diaspora inflows
rather than domestic production. This implementation roadmap operationalizes the national
integration priorities identified in Lebanon’s Industrial Strategy (Mol 2020), SME Strategy
(MoET 2014), and the cluster policy framework proposed in Document A

The Economic Impact Assessment (EIA) conducted under Berytech (2025) confirms that
Lebanon does possess six sectors with strong cluster potential — ICT, agri-food, creative
industries, green economy, health and wellness tourism, and engineering services — capable
of jointly generating more than 100,000 quality jobs and USD 7-8 billion in new exports by
2030. However, these sectors operate in institutionally thin ecosystems:

e Thereis no legal category for clusters in Lebanese law,

¢ No national coordination body for cluster strategy or funding,

e No local governance or management structures to run clusters sustainably, and

e No performance-linked funding system to reward results.

As a result, most cluster initiatives piloted over the past 15 years dissolved once donor
funding ended, leaving no lasting organizations, infrastructure, or services behind. This
reflects a structural governance vacuum rather than a lack of market potential.

1.2. Why a Regulatory Framework is Needed
International evidence (UNIDO, 2014; 2020; OECD, 2018; GlZ, 2021) shows that high-
performing cluster ecosystems — in France, Spain, Italy, Singapore, and Germany — share
three common foundations:
1. Legal personality and recognition: Clusters are established as legal entities able to
contract, hire staff, and manage pooled assets and funding.
2. Institutional architecture: National steering bodies coordinate strategy and funding,
while regional units and professional cluster organizations execute and monitor.
3. Performance-linked public support: Access to state or EU funds is tied to meeting
defined KPlIs on jobs, innovation, and exports.
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Without these elements, clusters cannot progress from informal networks to structured,
innovation-driven economic systems. Lebanon currently lacks all three, leaving even
promising cluster nuclei (like QOOT in agri-food or Mecaphore in engineering) stuck in the
“operationalization” stage of the GIZ maturity model.

1.3. Purpose and Scope of this Framework
This Cluster Regulatory Framework Proposal translates the EIA’s findings into an actionable,
phased, and adaptive legal-institutional blueprint. Its purpose is to:

e Provide legal recognition for clusters as multi-stakeholder economic development
consortia;

e Establish a coherent governance architecture linking national strategy (MoET, Mol,
IDAL), regional facilitation (chambers, municipalities), and cluster-level management
organizations;

e Create dedicated financing instruments (e.g. a National Cluster Fund) with
performance-based disbursement rules;

e Embed monitoring and KPI systemsunderthe Central Administration of
Statistics (CAS) to ensure accountability and transparency; and

e Ensure compliance with the ESCWA (2022) competition framework, avoiding market
distortions.

1.4. Intended Audience and Use
This document is intended as a policy implementation blueprint for:
e MOoET, Mol and MoA — to draft enabling legislation and oversee the system;
e |DAL — to accredit and support clusters;
e Regional chambers and municipalities — to host Cluster Development Units (CDUs);
e Donors and development partners such as European Bank for Reconstruction and
Development (EBRD), World Bank, and United States Agency for International
Development (USAID) — to co-finance cluster pilots; and
e Private-sector actors and business associations — to participate in and govern
clusters.
It isnot a prescriptive legal text but a policy design roadmap, to be converted by the
government into legislative articles, decrees, and operational guidelines.

2. Promulgation of a Unified Cluster Law
2.1. Legal Vacuum and Comparative Benchmark
Lebanon currently has no dedicated legal form for cluster organizations. Cluster-type
initiatives have been created under makeshift legal vehicles — typically non-profit
associations (Law of 1909) or cooperatives (Decree 17199/1964) — which lack the capacity to:
e combine public, private, and civil society members under one governance structure,
e own or manage shared assets and infrastructure,
e hire staff to deliver collective services, or
e access public or donor funding on a performance basis.
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A 2025 legal mapping study by Berytech reviewed six Lebanese legal regimes — non-profit
associations, cooperatives, chambers of commerce (Decree 36/1967), professional
syndicates (Decree 7993/1952), industrial zones (Law 360/2001), and commercial companies
(Lebanese Code of Commerce). It concluded that none provides the whole combination of
legal personality, multi-stakeholder governance, financial autonomy, and regulatory
oversight required for modern cluster consortia.

By contrast, international practice shows that countries with thriving cluster ecosystems —
notably France (Pdles de Compétitivité), Spain, Italy, and Singapore — have
adopted dedicated legal categories for clusters or special accreditation regimes granting
them legal personality, governance mandates, and access to competitive public funding
(United Nations Industrial Development Organization 2015; Organization for Economic Co-
operation and Development2018; GIZ 2021).

This section outlines a three-phase roadmap beginning with immediate, actionable short-
term measures to accelerate progress and minimize delays for entrepreneurs and
innovators, followed by mid-term interventions to strengthen the enabling environment, and
ultimately leading to the long-term adoption of a comprehensive Cluster Development Law
and an integrated institutional architecture for cluster governance.

2.2. Short-term Measures
A. Selecting legal entity type: Non-profit association
The available options for legal entity types for economic clusters are non-profit associations,
cooperatives, commercial companies, industrial zones, and PPPs.
Recommendations:
e Non-Profit Associations (Law of 1909 on Associations)
-  Flexible and low-cost to form
—  Canreceive donor funding
e Cooperative Associations (Decree-Law No. 17199/1964)
—  Simple formation procedure
— 1 person =1vote no matter the shares a member individual/ entity owns

— Strong incentives including full tax exemptions and MoA support

B. Partial involvement of MoET in Cluster Association registration

Although the Law of 1909 on Associations establishes a declarative system - in principle, the
practice of forming an association in Lebanon is considerably more complex and time-
consuming. In reality, once a group submits its declaration to the MolM, the file is circulated
across multiple security and administrative authorities for review before any approval is
granted. These include Military Intelligence, General Security, various ministries relevant to
the sector of the Association, and finally the MolM. This practice has transformed what
should be a simple notification-based system into a lengthy process involving approvals from
authorities whose primary mandate is national security and political oversight.
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This procedure reflects Lebanon’s political history, where associations were closely
monitored during periods of unrest. However, in the present context, particularly when
dealing with clusters whose objective is to promote innovation, economic growth, and
sectoral cooperation, this security-heavy process undermines efficiency and discourages
formalization.

To address this gap, we recommend that the MoET plays a coordinating and facilitative role
in the registration of clusters that are formed as associations or cooperatives. MoET is the
ministry most directly concerned with economic development and innovation, unlike the
security-focused authorities, and is therefore the appropriate entity to guide, study, and
support cluster registration.

Proposed Steps for MoET Involvement:

e Establisha Cluster Single Window Unit within MoET to receive all cluster registration
files.

e Provide Technical Review: MoET, unlike security agencies, can review the cluster’s
statutes, governance, and activities to ensure alignment with economic and
innovation objectives. Following its review, the MoET shall issue its recommendation
to the MolM regarding the Cluster registration.

e Coordinate with the MolM: MoET would liaise directly with the MolM to ensure the
security review is conducted efficiently, without unnecessary delays.

This arrangement would not require immediate amendment of the Association Law but
could be implemented through a joint ministerial decision or Council of Ministers decree
assigning MoET a formal role in cluster registration.

2.3. Mid-term Measures
The mid-term phase represents a transitional, supportive, and guiding period, designed to
bridge the gap between immediate action and long-term reform. Its duration may vary
depending on Lebanon’s evolving institutional context, levels of cooperation, and the overall
responsiveness of public bodies.

A. Establishing a Transitional Cluster Ecosystem through IDAL and Chambers of
Commerce and Industry

At the core of this stage lies the creation of an interconnected cluster ecosystem within and
between IDAL and the Chambers of Commerce and Industry. These entities would jointly
function as coordination and facilitation platforms, maintaining active communication with
the MoET, Mol, MoA and MolM. Their primary role would be to simplify and harmonize
procedures, ensuring faster, fairer, and more transparent access to incentives, grants, and
public-private partnership (PPP) opportunities.
Such an ecosystem would also help reduce bureaucratic obstacles and build trust between
public institutions and the private sector. By serving as the operational bridge between
clusters and the state, IDAL and the Chambers could coordinate donor programs, provide
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technical assistance to emerging clusters, and pilot governance standards ahead of formal
legislation. In doing so, this transitional framework would not only sustain momentum for
cluster development but also lay the institutional groundwork for a future unified cluster

governance system.

B. National Cluster Certification Program with Accreditation Tiers
Establish an Inter-Agency Cluster Program under MoET, involving:
o Mol
MoA
IDAL
Chambers of Commerce
National Council for Scientific Research (CNRS-L)
Ministry of Finance (MoF) (for fiscal oversight)

0O O O O O

The program operates on a tiered accreditation system, granting labels such as:
o FEarly-stage Cluster
o Intermediate Cluster
o Advanced Cluster

Accreditation is tied to:
o Transparent selection criteria
o KPlIs (jobs created, exports, R&D outputs, occupancy rates)
o Time-bound grants (state or donor-financed)

Transparency requirements:
o Publish annual reports,
o Publish audited accounts,
o Publish KPIs

2.4. Long-term Measures
2.41 Unified Cluster Law
A. Legal Status and Registration
Definition

e Create a new legal category: Cluster Organizations (COs), defined as “non-profit
economic development consortia bringing together enterprises, support institutions,
and public authorities within a geographic sectoral ecosystem, to enhance
competitiveness, innovation, and employment.”

Legal Personality
e Grant COs whole legal personality and civil capacity, enabling them to:
o sign contracts,
o hire staff,
o own or manage movable and immovable assets,

W e _-‘.“' T M = ™
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o operate bank accounts,
o receive and manage public or donor funds.

Registration Procedure
e COsregister with the MoET under a dedicated Cluster Register.
e Accreditation requires:
o statutes and internal regulations,
o a multi-stakeholder founding assembly (minimum 10 members from = 3
stakeholder groups),
o athree-year business and services plan, and
o a baseline survey of members (employment, turnover, exports).
e Registration is conditional on technical accreditation by IDAL to verify sectoral and
geographic focus.
Periodic Renewal
e CO registration must be renewed every 3 years based on governance audits and KPI
performance reviews (see Section 6 of Document B).

B. Governance and Accountability
General Assembly
e A multi-stakeholder board is mandatory, including representatives of:
o SMEs,
large corporations,
chambers or business associations,
universities or R&D centers,
local government/municipalities,
MoET and/or Mol and/or MoA (non-voting observers).

O O O O O

Voting
e \Voting rights are based on participation and contributions, not firm size or capital.
Management Structure
¢ COs must appoint a Cluster Manager (Director) and establish a Cluster Management
Organization (CMO) responsible for daily operations, service delivery, and M&E.
Term Limits
e Board members serve staggered three-year terms.
Transparency and Accountability
e Annual financial audits by a certified external auditor.
e Annual activity and performance report to MoET/Mol/IDAL, including:
o audited accounts,
o KPlresults (jobs, exports, innovation, governance),
o board composition and elections.
Dispute Resolution
Any dispute arising within or between Cluster Organizations, their members, or their
governing bodies shall, as a first step, be resolved through good-faith internal resolution
mechanisms established in the cluster’s statutes. Where internal resolution fails, disputes
shall be referred to mediation/arbitration under procedures approved by the MoET and Mol.
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Judicial proceedings may be initiated only if mediation/arbitration do not result in a
settlement.

Surveillance Committee

The Governance Model of COs may include the formation of a Surveillance Committee. Such
committee shall serve as an additional layer of governance responsible for the monitoring
and auditing of the CMO’s decisions.

Access to Public and Donor Funding and Incentives

e COs become eligible applicants for:
o state aid under MoET/Mol/IDAL,
o donor grants (European Bank for Reconstruction and Development, World

Bank, United States Agency for International Development, EU),

o concessional loans or blended finance instruments.

e Disbursement of funds must be performance-based, tied to:
o approved business plans,
o annual KPI targets,
o compliance with governance and audit requirements.

e Provisions governing incentives should:

o Extend incentives to collective cluster activities, not only individual firms.

o Link benefits (tax exemptions, customs relief) to joint R&D, collective
marketing, and shared infrastructure.

o Tie incentives to performance milestones: occupancy rates, number of jobs
created, R&D outputs.

o Strengthen IDAL'’s digital application and monitoring systems to allow online
filing and real-time tracking of incentives.

o Require publication of signed conventions and performance reports by IDAL.

Competition Safeguards
e The Cluster Development Law must include explicit clauses ensuring that COs:
o comply with the Economic and Social Commission for Western Asia (ESCWA
2023) Competition Law framework, and
o may not engage in price fixing, bid rigging, market sharing, or anti-competitive
collusion or practices. If clusters get tax breaks, subsidies, or donor funds,
rules must ensure these do not create monopolies or barriers for other SMEs.
o Cluster governance must ensure fair membership criteria, avoiding “closed
clubs” controlled by a few firms.
o Within one industry, there should be a cap on how many companies can form
a cluster to avoid monopolies.
e All cluster projects with a market impact (e.g. joint marketing consortia, procurement
platforms) must undergo ex-ante competition review by MoET.
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3. Institutional Architecture for Cluster Governance

3.1 Rationale: From Fragmentation to a Coherent System
Cluster policy depends not only on legal status but also on effective governance
structures that can coordinate multiple actors across levels of government, private sector,
and civil society.

Lebanon currently suffers from institutional fragmentation: cluster-related mandates are
scattered across the MOoET, Mol, MoA, IDAL, sectoral chambers, universities, and
municipalities — with no central coordination, no local implementation arms, and no
professional management layer at the cluster level.

The consequence is a pattern of failed cluster pilots: they start under donor funding but
collapse once external support ends because no permanent institutions exist to sustain
them (Berytech, 2025a; Beyond Group, 2024; ESCWA, 2023a)

International experience (UNIDO, 2014; OECD, 2018; GlZ, 2021) shows that high-performing
cluster ecosystems rely on a three-tier governance backbone:

e National strategy and oversight,

e Regional facilitation and support, and

e Cluster-level management and delivery.
This section designs such a backbone for Lebanon.

3.2 National Tier — National Cluster Policy Steering Committee (NCPSC)
Mandate & Role
e The NCPSC will be the strategic and regulatory nerve center of Lebanon’s cluster
system, housed under the MoET.
e Core functions:
o Approve cluster registrations and renewals under the CDL;
o Coordinate national cluster policy, legal updates, and donor funding
allocations;
o Set and monitor national cluster KPIs (GDP, exports, jobs, innovation,
governance);
o Issue technical guidelines and governance standards for Cluster
Organizations (COs).
Composition
e Chaired by the MoET
e Permanent members:
o  MOoET (Chair)
Mol
MoA
IDAL
Central Administration of Statistics (CAS)
Association of Lebanese Industrialists (ALI)
Berytech

O O O O O O
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o Two universities or R&D centres (rotating seats)
o Oneregional chamber (rotating seat)

e Non-voting observers: EU Delegation, European Bank for Reconstruction and
Development (EBRD), World  Bank, United States Agency for International
Development (USAID)

Decision-Making

e Meets quarterly.

e Decisions by simple majority (with MoET casting tie-breaking vote).

e Supported by a permanent secretariat staffed with policy, legal, and M&E experts.

Legal Basis
e Created by decree under the CDL as the national coordinating authority.

3.3 Regional Tier — Cluster Development Units (CDUs)
Mandate & Role
e CDUs will be regional facilitation and implementation arms housed in chambers of
commerce or governorates.
e Their functions include:
o Convening local firms, universities, and municipalities.
o Supporting cluster outreach, formation, and membership mobilization.
o Providing technical assistance to COs in business planning and donor
applications.
o Managing donor-funded infrastructure and training projects on behalf of
clusters.
o Collecting and reporting local KPI data to NCPSC/CAS.
Geographic Coverage
e |nitially in Beirut/Mount Lebanon, Bekaa, and Tripoli (Phase 1), then progressively
scaled to all governorates (Phase 2).
Composition and Staffing
o At least three full-time staff:
o Cluster development officer.
o ME&E officer.
o Donor project coordinator.
e Hosted and administratively supported by chambers/governorates but functionally
accountable to NCPSC.
Legal Basis
e Created via memoranda of understanding between MoET and host chambers, under
CDL Article on “decentralized facilitation bodies”.

3.4 Cluster Level — Cluster Management Organizations (CMOs)
Mandate & Role
e Every registered CO must establish a Cluster Management Organization (CMO) to
handle day-to-day operations and member services.
o Core responsibilities:
o Implement the cluster’s business and service plan;
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Coordinate joint R&D, training, export promotion, and branding projects;
Manage cluster budget, staff, and infrastructure assets;

o O O

Ensure member engagement and satisfaction;
o Report performance and financial data to its CDU and the NCPSC.
Composition & Governance
e Governed by the CO’s multi-stakeholder board (as required in Section 2).
e Staffed with:
o Cluster manager (director),
o Finance/compliance officer,
o Innovation/project officer.
e Funded via member dues (target =30% of budget by Year 3) plus competitive
public/donor grants.
Capacity-Building
e NCPSC will oversee a national training programme (with GIZ, European Bank for
Reconstruction and Development, and Berytech) to professionalize CMO staff in
governance, donor compliance, and innovation management.

3.5 Coordination Logic: Vertical & Horizontal Alignment
This three-tier system establishes vertical alignment (NCPSC — CDUs — CMQOs) to ensure
coherent strategy, funding, and reporting.

It also enables horizontal collaboration through:

¢ Annual National Cluster Forum convened by NCPSC for policy dialogue.

e Peer-learning networks among CDUs and CMOs for knowledge exchange.

e Open data platform under CAS to publish cluster performance dashboards.
This addresses Lebanon’s current fragmentation and ensures clusters become part of
a coordinated national development system rather than isolated donor experiments.

4. Phased Implementation Roadmap

4.1 Purpose and Strategic Logic
Implementing a cluster regulatory framework is not a one-off legislative act. It is a systems-
building process that must advance enabling laws, institutions, financing, and market

alignment in parallel. Given Lebanon’s fiscal fragility, institutional fragmentation, and low
trust, a sequenced rollout is essential (GlZ, 2021; UNIDO, 2014; OECD, 2018).

We therefore adopt three cumulative phases:
1. Build Foundations (0-18 months) — establish the legal, institutional, and financing
scaffolding that makes cluster formation possible.
2. Scale and Diversify (18-48 months) — expand the number, diversity, and geographic
reach of clusters while professionalizing governance and services.
3. Institutionalize (48-72 months) — embed clusters as permanent, budgeted
instruments of industrial, innovation, and SME policy.
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This approach aligns with Lebanon’s uneven starting point (Section 4), as many regions are
at the Initiation/Operationalization stages. Consequently, early steps prioritize legal
scaffolding, governance units, and seed funding before a wider rollout (Berytech, 2025;
Berytech, 2025a).

4.2 Phase 1 — Building the Foundations (0-18 months)
Objective: Make clusters legally possible and institutionally credible.
Core actions:

e Enact aCluster Development Law (or legal chapter) granting clusters legal
personality, contracting capacity, and access to funding (Berytech, 2025b).

e Establish a National Cluster Policy Steering Committee (NCPSC)at MOoET to
coordinate policy and approve registrations; set up
the registration/accreditation regime with IDAL.

e Launch 2-3 pilot clusters (e.g., ICT, agri-food, renewables) to avoid “paper clusters”
and preserve managerial focus (UNIDO, 2014; OECD, 2018; Beyond Group,2025).

e Create Cluster Development Units (CDUs) within chambers in Beirut, Bekaa,
Tripolias NCPSC'’s operational arm (Berytech, 2025a).

e Mobilize a National Cluster Seed Fund pooling EBRD, World Bank, and USAID
resources for pilot co-financing (EBRD, 2024).

Success by Month 18.Cluster law adopted; NCPSC and CDUs operational; three
clusters registered, with boards, bylaws, and business plans.

4.3 Phase 2 — Scaling and Diversifying (18-48 months)
Objective: Expand coverage and deepen capability.
Core actions:

e Add5-7 clusters (creative industries, health tourism, engineering, waste
valorization); extend CDUs nationwide with performance-based budgets.

o Establish a National Cluster Fund pooling public budgets, donor finance, and private
co-investment; allocate via competitive calls linked to KPlIs.

o Professionalize Cluster Management Organizations (CMOs): manager training
(finance, donor compliance, export promotion), standard services, and progressive
transition from donor to mixed funding (GlZ, 2021; Berytech, 2025a).

o Co-finance shared infrastructure (labs, logistics hubs, testing facilities) for clusters
that meet governance maturity thresholds.

e Integrate clusters into MoET/Mol/MoA support schemes for industrial upgrading,
export promotion, and SME scaling.

Success by Month 48.8-10 operational clusters with CMOs, boards, services, export

strategies; National Cluster Fund disbursing competitively.

4.4 Phase 3 — Institutionalizing a National Cluster System (48-72 months)
Objective: Make clusters a permanent institutional pillar.
Core actions:

e Create a budget line for clusters under MoET/IDAL;
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e Revise Industrial and SME strategies (to 2030) to embed clusters as delivery vehicles
(Mol, 2020; MoET, 2014).
e Mandate CAS to collect and publish annual cluster KPIs (GDP, jobs, exports, R&D).
e Convene an Annual National Cluster Forumled by NCPSC to set priorities and
coordinate funding.
e Introduce a five-year legal review of the Cluster Law to update instruments and
safeguards (ESCWA, 2023a).
Success by Month 72. A self-sustaining cluster system embedded in policy, budgets, and
data frameworks; contributing =225% of industrial GDP and =100,000 direct jobs (LEV, 2019;

World Bank, 2019; IMF, 2023).
4.5 Integrated Implementation Roadmap

. . Strategic . Expected
Phase Timeline Key Actions
Goals Outputs
L

aw adopted;
Cluster Law; NCPSC (MoET); IDAL NCPSC/CDUs

Legal basis, . , : . .
registration; 3 pilots (ICT/agri- operational; 3
governance .
0-18 mob di 3food/renewables); CDUs in CMOs
odies,
ot Beirut/Bekaa/Tripoli; Seed  Fund registered;
ilots
& mobilization baseline survey
completed
8-10  clusters
operational;
+5-7 clusters .
; i . CDUs in all
(creative/health/engineering/waste);
Expand _ ) ) governorates;
18-48 CDUs nationwide; National Cluster ] )
clusters & o Fund disbursing
mo ) Fund (competitive calls); shared
capacity . ) ) ) grants; export &
infrastructure; integration into .
branding
Mol/MoET schemes )
strategies
launched
Clusters
mainstreamed;
Embed ) o )
. Budgetline (MoET/IDAL); CAS annual institutionalized
clusters in ) ) )
48-72 i KPIs; revise Industrial & SME funding and
olicy,
mo Edyt strategies (2030); Annual Forum; data; =25%
udgets,
q tg five-year legal review industrial GDP
ata
via clusters;
>100,000 jobs
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5. Key Performance Indicators (KPI) Framework
5.1 Purpose and Logic
KPIs are steering instruments, not just reports. In a fragile context, they must:
e Signal national priorities (jobs, exports, innovation, inclusion);
e Guide resource allocation (link funding to performance);
e Build trust via transparent reporting;
e Support evidence-based policymaking (feedback loops to MoET, Mol, MoA, IDAL,
CAS).

This framework draws on OECD (2018) metrics and the Berytech (2025a) governance model,
with funding eligibility conditional on KPl achievement.

5.2 KPI Architecture by Pillar

. Strategic Responsible
Pillar o Core KPIs Frequency o
Objective Entities

NCPSC /
Annual
CAS / IDAL

) ILO/CAS /
Semi-
MoET /
annual
CMOs
IDAL /
Annual Universities /
CMOs
NCPSC /
Annual Berytech /
CMOs
CDUs/CAS/
Annual
Mol/MoET

5.3 Implementation Principles

e Baselines first. Each pilot conducts a baseline survey (members, employment,
revenues, R&D) before funding disbursement.

-«
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e Performance-linked financing. National Cluster Fund tranches are released only
upon KPI milestones.

e Standard data protocols. NCPSC issues a unified KPI template; CMOs/CDUs report
consistently.

e Public transparency. CAS publishes an Annual Cluster Performance Report.

e Independent evaluation. Every 3 years, an external evaluator (UNIDO/OECD) audits
KPI quality and assesses system-level impact.

5.4 Progressive KPI| Targets by Phase

. . Baseline (2024|Phase 1 (18|Phase 2 (48|Phase 3 (72
KPI Dimension
est.) mo) mo) mo)

8-10

35% 45%
50 150+
40 100+
85% 100%
4-5 7+

5.5 Annual KPI Dashboard Template (for each Cluster)
A. Cluster Profile
Cluster name; sector; region; year established; CMO legal form; active members (firms +
institutions); board composition (% women, % SMEs); contacts.
B. KPISummary (by Pillar)
Indicator = current value = target — status (@/@/@) — trend (//—/V).
C. Narrative Notes
Achievements; challenges/risks; corrective actions; external support needed.
D. Compliance & Governance
Audit submitted; board elections held; gender/youth targets met; on-time reporting to
NCPSC; registration certificate.
E. Next-Year Targets
Actual vs target; growth % for key indicators.
F. Endorsement
CMO Director & NCPSC Validation Officer signatures/dates.
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6. Financing Instruments and Budget Architecture

This section will complete the policy package by showing how clusters will be funded and
sustained, which is essential given Lebanon’s fiscal fragility and donor-dependency. It links
directly to the institutional model from §7 (NCPSC / CDUs / CMOs) and the phased roadmap
from §8. All references are aligned with the Tier-1list (LEV 2019; World Bank 2019; IMF 2023;
ESCWA (2023a-b); ESCWA (2022); EBRD 2024; CAS 2021/2022; Mol 2020; MoET 2014; IDAL
2014/2020; UNIDO 2014/2020; OECD 2018; GIZ 2021; Berytech 2025; Berytech 2025g;
Berytech/SADER 2025b).

6.1 Rationale and Objectives
Financing has been the single largest bottleneck for cluster development in Lebanon. Most
past initiatives relied on short-term donor grants, with no mechanism for cost-sharing or
recurrent operational funding, leading to collapse once grants ended (Berytech, 2025a).
The proposed financing system must therefore:

e ensure multi-year, predictable resources;

e leverage donor and private co-investment to offset fiscal constraints;

e reward performance rather than entitlement; and

e provide different instruments by cluster maturity stage (GlZ, 2021; OECD, 2018).

6.2 Multi-Tier Financing Architecture
To meet these objectives, the framework creates three complementary financing tiers:

Typical .
Instrument Purpose e Source Triggers
Beneficiaries

. Donors
. Finance early-stage Approved
National : . (EBRD 2024; ) )
. pilots (legal setup, Initiation-stage registration
Tier 1 Cluster Seed World Bank }
strategy, staff, clusters + business
Fund i : 2019; USAID;
baseline studies) plan
EV)
Co-finance e
) ; ) L Donors + Competitive
. . operational services, Operationalization— )
Tier National ) MoETbudget calls linked
shared Establishment i
2 Cluster Fund ) + private co- to KPI
infrastructure, clusters

; investment milestones
export/R&D projects

Achieving
Cluster Provide ; >80 % KPI
. . Establishment-
Tier Performance  performance-linked, i IDAL budget targets for
] Transformation
3 Contracts medium-term block + Donors 2+
clusters .
(CPCs) grants consecutive
years
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This staged model ensures light, flexible funding in early stages and stable, contract-based
financing at maturity. It also avoids “paper clusters” by only releasing funds upon
meeting governance and KPI thresholds (UNIDO, 2014; Berytech, 2025a).

6.3 Funding Sources and Blended Finance Model
The financing system will use a blended public—-donor—private model to reduce fiscal burden
and mobilize capital:
e Public budgets: a new line item in the MoET/Mol/MoA/IDAL Medium-Term
Expenditure Framework earmarked for cluster support (Mol, 2020).
e Donor contributions: pooled into the Seed Fund and National Cluster Fund, channeled
through multi-donor  trust structures led byEBRD (2024), World Bank
(2019) and EU/USAID.
e Private co-financing: mandatory for all Tier 2-3 grants, set at 230 % of project
budgets (cash/in-kind) to ensure ownership and sustainability (OECD, 2018).
e Diaspora investment windows: set up in partnership with commercial banks and
investment funds to provide equity or mezzanine financing to cluster consortia (IDAL,
2020 a-b).
e Innovation vouchers / export consortia grants: performance-based micro-grants
(USD 20-50 k) for SMEs inside clusters to upgrade R&D, quality standards, and
market access.

6.4 Budget Allocation Logic
Funds will be allocated based on:

This aligns financing with the five KPI pillars in §5, embedding performance incentives and

regional balance safeguards.

6.5 Indicative Budget Envelope (First 5 Years)

Estimated
Phase Period| Budget Main Uses Funding Sources
(USD)

EBRD, World Bank, EU,
USAID
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Estimated
Phase Period| Budget Main Uses Funding Sources
(USD)

8-10 clusters, CMOs, Mol/MoET/MoA  budget,
shared infrastructure, donors, private co-
cluster services investment
Performance contracts, Mol/IDAL/MoET/MoA
innovation/export budget, National Cluster

platforms, data systems Fund

40 % public / 40 % donor /
~ 125 M .
years 20 % private

(Estimates based on benchmarks from GIZ 2021; UNIDO 2014; 2020; OECD 2018, and cost
structures in Berytech 2025a.)

6.6 Financial Governance and Accountability

e NCPSC: approves budgets, competitive calls, and audits disbursements.

e |DAL: manages grant agreements and performance contracts.

e CDUs: provide fiduciary oversight at regional level.

¢ CMOs: submit quarterly financial and KPI reports.

e CAS: verifies data integrity and publishes annual cluster expenditure and
performance reports.

6.7 Sustainability and Exit Logic
To avoid long-term dependency, funding will decline progressively as clusters mature:
e Seedgrants (Years 1-2) = mixed funding (Years 2—4) = performance contracts (Years
4-6).
e By Year 6, clusters are expected to cover 250 % of operational costsfrom
membership fees, service revenues, and private contracts (Berytech 2025a).
e Non-performing clusters (<50 % KPI target) will lose funding and be deregistered.

N

Communication, Stakeholder Engagement, and Change Management

Plan

7.1Purpose and Strategic Logic
Cluster policy reform is a major institutional transition: it shifts Lebanon from a fragmented,
donor-dependent system to a coordinated national  cluster  ecosystem.
Such transformation requires broad buy-in from public agencies, private firms, universities,
chambers, donors, and civil society — without which legal and institutional reforms will not
be implemented or sustained.
Past reforms (LEV 2019; World Bank 2019) failed largely due to weak consultation, low trust,
and poor communication. This plan embeds change management principles to ensure that
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the cluster regulatory framework is not seen as a top-down technocratic reform but as a co-
created national initiative.
The plan has three objectives:

e Build awareness and legitimacy for the new cluster framework

e Secure active participation and co-ownership by key stakeholders

¢ Manage behavioral and institutional change during the transition

7.2 Stakeholder Mapping and Roles
The reform involves a multi-actor ecosystem, each with distinct roles and incentives:

Stakeholder Expected Role Incentives / Interests

SME competitiveness, trade
promotion

Enhance regional collaboration
promote cooperative
development

Attract FDI, support export

consortla

Strengthen national evidence
base

Ecosystem strengthening, donor
cred|b|I|ty

Regional economic development

Access to markets, finance,
mnovatlon

Commercialization, graduate
employment

High-impact, auditable
development spending

7.3 Communication Strategy
Purpose: Build understanding, visibility, and legitimacy for cluster policy across stakeholders
and the pubilic.
Core elements:

— .L‘—.‘I':.-I :I.lY‘A'b
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Branding & Narrative — launch a national “Clusters for Lebanon” brand to unify
communications; emphasize jobs, exports, and innovation as core benefits (GlZ,
2027).

Multi-channel outreach — policy briefs for ministries, workshops for chambers and
universities, digital media campaigns for firms/youth, press coverage via economic
journalists.

Transparent information portal — establish a Cluster Policy Portal hosted
by MoET/IDAL with legal texts, guidelines, KPI dashboards, and funding calls.
Feedback mechanisms — open consultations, surveys, and feedback forms during all
three implementation phases (UNIDO, 2014).

Key messages:

Clusters are not new bureaucracies but public—private platforms to create jobs and
competitiveness.

Participation is voluntary and merit-based.

Funding is performance-linked and transparent.

The framework is aligned with Industrial Strategy 2020-2025 and SME Strategy
(MoET, 2014).

7.4 Stakeholder Engagement Plan

Engagement will be structured in three phases aligned with the roadmap:

Engagement Activities Primary Stakeholders

National launch event; sectoral MoET, Mol, MoA, IDAL,

1. Awareness & Months
Design 0-12

roundtables; online consultations; donors, chambers,
creation of NCPSC and CDUs Berytech, universities

Cluster formation workshops; co-

2. Co-Creation & Months design of CMO boards and services; Pilot CMOs, chambers,

Pilots

12-36 training of CMO managers; donor SMEs, universities

review missions

Annual National Cluster Forum; KPI

3. Consolidation & Months reporting workshops; public Al NCPSC members,

Mainstreaming 36-72 recognition of high-performing CMOs, donors, media

clusters

This ensures that stakeholders are not just informed but co-designing and implementing the
reforms — building ownership and trust (OECD, 2018; Berytech, 2025a).

7.5 Change Management and Capacity-Building

Institutionalizing cluster governance requires behavioral and organizational change inside

ministries, chambers, and firms.

Core change enablers:

Leadership alignment — designate Cluster Focal Points inside MoET, Mol, IDAL, and
chambers with clear mandates and KPls.
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e Training programs — intensive courses on cluster governance, finance, donor
compliance, and export promotion for CDU and CMO staff (Berytech, 2025a; GlZ,
20217).

e Peerlearning — twinning arrangements with successful clusters in France, Germany,
and Morocco (UNIDO, 2014; OECD, 2018).

e Incentive systems — link staff bonuses and career advancement to cluster KPI
achievements (CAS-verified).

Risk mitigation: Address resistance by emphasizing co-ownership (not centralization),
ensuring transparent rules, and using early wins from pilot clusters to demonstrate feasibility
(World Bank, 2019; ESCWA, 2024).

7.6 Monitoring Communication and Engagement Effectiveness
The NCPSC will track the effectiveness of communication and engagement through:

. Target by Year
Indicator 3 Source

_— Annual feedback survey
_— Training program records

8. Annexes and Technical Tools

8.1 Annex 1 — Governance Benchmarking Matrix (GBM)
Purpose: Assess cluster governance maturity against international standards and guide
institutional upgrading (Berytech 2025a; OECD 2018; GIZ 2021).

Structure: Five governance pillars scored 0-5 each, with descriptive criteria.

. . . . Benchmark
Pillar Key Dimensions Indicators (0-5)
Thresholds

Score =3 Dby

=0 Q=D O | mm>p =0 VYA



. : EUROMED I
=8 cusers  ANZVIA - Berytech 56

the European Union 'YOUR PARTNERS IN EUROPE MIDDLE EAST AFRICA

. . . . Benchmark
Pillar Key Dimensions Indicators (0-5)
Thresholds

Score =3 Dby
Year 3

Score =4 by
Year 4
Usage: NCPSC and CDUs apply the GBM annually to all CMOs; results inform funding

decisions (see §6.4).

8.2 Annex 2 — Legal Forms Comparative Table
Purpose: Summarizes findings from the legal mapping (Berytech 2025b) and highlights why
a new Cluster Development Law is required.

Legal Form Key Features Advantages Limitations for Clusters
No asset-holding; no
economic mandate; weak
oversight
Restricted membership;
limited external investment
Closed membership; not
multi-sectoral
Restricted to licensed
professionals; no firms
Geographically fixed; not
membership-based
Profit-distribution
mandate; not eligible for
grants

Conclusion: No existing form combines multi-stakeholder governance, asset ownership,

service delivery, and regulatory oversight = new Cluster Organization (CO) legal category is
needed (§7.2).

8.3 Annex 3 — Cluster Registration and Accreditation Guidelines
Purpose: Provide a straightforward procedure for legal recognition and funding eligibility
(Mol 2020; IDAL 2020; UNIDO 2014).
Steps & Requirements:

1. Application Submission to NCPSC via IDAL portal:

“
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Founding Charter and By-laws
Member list (min. 15 firms + 3 support institutions)

o O O

Governance plan (board structure, elections, conflict-of-interest rules)
o 3-year Business and Financial Plan
2. Technical Accreditation Review by NCPSC (MoET, Mol, IDAL, CAS, Berytech):
o Governance Benchmarking Matrix score =2.5 average
o Sector alignment with National Cluster Prioritization List
3. Registration & Certificate Issuance by MoET:
o Cluster ID number
o Eligibility for National Cluster Fund
o Mandatory re-certification every 3 years
4. Onboarding Support via CDUs:
o Legal coaching, management training, baseline data collection
Compliance: Clusters must submit annual reports (audits + KPIl dashboards) to retain
accreditation (§5, §6).

8.4 Annex 4 — KPI Scoring Rubrics and Baseline Templates
Purpose: Standardize data collection and ensure comparability across clusters (CAS 2027;
OECD 2018; Berytech 2025a).
Sample KPI Rubric:

CAS &ILO
(2022)

Baseline Data Template (excerpt):

P R I [T
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Value

8.5 Annex 5 — Model Cluster Board Charter
Purpose: Provide a governance blueprint to prevent elite capture and ensure inclusivity
(Berytech 2025a; GIZ 2021).
Core clauses:

9-15 seats, minimum 40 % SMEs and 30 % women/youth
2-year renewable mandates, max 3 consecutive terms
Independent chairperson elected by secret ballot
Mandatory quarterly meetings and quorum rules (=60 %)
Conflict-of-interest policy and asset-use safeguards
Annual elections supervised by CDU

8.6 Annex 6 — Capacity-Building Curriculum

Purpose: Build professional cluster management capacity.
Modules:

Each

Cluster strategy and governance

Donor compliance and financial management

SME upgrading and export promotion

Innovation services and R&D brokerage

KPI monitoring and data systems

Public—private partnership development
CMO management team must complete this curriculum within 12 months of

registration to remain eligible for Tier 2-3 funding (§6.3).

Executive Policy Brief
Economic Impact Assessment of Cluster Potential in
Lebanon
Towards a National Cluster Regulatory Framework

Why Clusters — and Why Now
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e Economic collapse: Real GDP -40 % (2018-2023), productive sectors < 16 % GDP,
youth unemployment and emigration surging (International Monetary Fund 2023;

World Bank 2019).

e Structural trap: Rentier model eroded manufacturing, agri-food, ICT, cultural
industries, and green sectors (ESCWA 2023).
e Cluster model: Proven to boost productivity (+15-25 %), innovation, SME exports,

and job creation (United Nations Industrial Development Organization 2015; 2020;

Organization for Economic Co-operation and Development 2018).

The Opportunity — Six Priority Clusters

Sector

Growth Potential by 2030

ICT & Knowledge Economy

Agri-Food & Agro-
Processing

Creative & Cultural
Industries

Green Economy

(Renewables & \Waste)

> USD 7 B, +30 000 high-skill
jobs

> USD 3 B exports, +40 000
rural jobs

4.5 % GDP, strong branding
& exports

1500 MW pipeline, +20 000
jobs

Collective Impact Potential
e 25 % of industrial GDP (up from <16 %).

e 100 000 + jobs.
e USD 7-8 B exports.

e Technology diffusion, regional inclusion.

The Barrier — Institutional Void

Most past cluster pilots collapsed due to:

° No legal status or registration framework.
° No public—private governance structures.
° No access to pooled finance.

° No performance monitoring systems.

The Solution — Cluster Regulatory Framework

In Lebanon, cluster initiatives already exist across sectors such as agri-food, ICT, creative

industries, and industrial entities. These initiatives operate without a dedicated legal

category or regulatory framework, limiting their ability to scale, access funding, or interact

efficiently with public authorities.

Our objective is to create a clear and enabling framework that:

° Allows clusters to formalize quickly;
° Ensures transparency, accountability, and competition compliance;
™
N YE_8B . g ¢ ™ b u® y
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° Attracts public, donor, and private investment; and
° Can evolve progressively despite Lebanon’s current economic and institutional
constraints.
To achieve this, we propose the development of a/an:
I.  Legal Foundation
ll. Institutional Architecture

l.  Legal Foundation
While the promulgation of a comprehensive framework represents our ultimate objective,
we propose a sequence of preliminary actionable steps followed by transitional measures
that can be rapidly executed to deliver tangible benefits to innovators and entrepreneurs.
These interim solutions are designed to ensure that cluster initiatives can advance without
waiting for the full promulgation of the long-term framework, especially given Lebanon’s
current economic and political turbulence.
To achieve this, we propose a three-phase approach:

A. Short-term measures: Facilitating Cluster Registration through MoET

B. Mid-term measures: Building a Transitional Cluster Structure

C. Long-term measures: Developing a Unified Cluster Regulatory Framework

A. Short-term measures: Facilitating Cluster Registration through MoET
Although Lebanese law formally provides for a declarative system for associations, in
practice registration involves prolonged security and administrative reviews by multiple
authorities. This process, rooted in historical security considerations, creates delays that are
ill-suited to economic and innovation-driven initiatives such as clusters.
To reduce unnecessary delays, we propose assigning the MoET a formal coordinating and
facilitative role, in the registration of clusters formed as non-profit
organizations/associations within the MolM. Since MoET is the public authority, most closely
aligned with economic development and private sector growth, it is therefore better
positioned than security bodies to assess cluster objectives and structures.
Proposed Roles

MoET
° Acts as the lead economic authority for cluster application assessments and
registration.
° Reviews cluster statutes for alignment with economic, innovation, and
competitiveness objectives.
° Serves as an intermediary between clusters and other public bodies, namely,
MolM to facilitate the registration of the associations.
MolM
° Retains responsibility for legal acknowledgment of associations.
° Conducts inevitable security reviews.
° Coordinates with the MoET for the economic assessment.

) .
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This measure can be implemented through a joint ministerial decision or Council of Ministers

decree, without amending existing association law.

B. Mid-term measures: Building a Transitional Cluster Structure
The transitional phase aims to operationalize cluster support, build institutional capacity, and
pilot governance standards.

1. Transitional Cluster Ecosystem: IDAL and Chambers of Commerce and Industry
Core institutions

IDAL
° Serves as the national investment and incentive coordination body for clusters.
° Facilitates access to incentives, grants, and public-private partnerships.
° Acts as a liaison with donors and international financial institutions.

Chambers of Commerce and Industry

° Act as regional anchoring institutions for clusters.

° Support cluster outreach, membership development, and private sector

coordination.

Jointly, these entities would function as coordination and facilitation platforms, maintaining
active communication with the Ministries of Economy and Trade, Industry, and Interior. By
serving as the operational bridge between clusters and the State, IDAL and the Chambers
could coordinate donor programs, provide technical assistance to emerging clusters, and
pilot governance standards ahead of formal legislation.

2. National Cluster Certification Program with Accreditation Tiers
The program provides objective criteria and a formal procedure to accredit clusters, thereby
unifying cluster registration, avoiding unnecessary obstacles and delays, incentivizing
clusters to improve governance and deliver tangible economic outcomes, and safeguarding
public resources.
Lead authority: MoET
Inter-agency participation

° MOoET: Lead authority, accreditation decision-maker, oversight.
° Mol: Assessment of industrial policy and sectoral priorities.
° MoA: Assessment of agriculture policy and alignment with cooperatives and

regional initiatives.

° IDAL: Investment and incentive coordinator, donor and PPP interface, funding
alignment and expansion support.

° Chambers of Commerce and Industry: Private-sector coordination, regional
cluster anchoring and promotion, validation of local economic relevance of cluster
applicants.

° National Council for Scientific Research (CNRS-L): Scientific and innovation
assessment, innovation-related KPIs advisory.

) .
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° Ministry of Finance (MoF): Fiscal oversight and compliance with public funding
rules.

Accreditation tiers

° Early-stage Cluster.
° Intermediate Cluster.
° Advanced Cluster.

Accreditation criteria

° Transparent selection standards.
° Measurable KPlIs (jobs, exports, R&D outputs, occupancy rates).
° Time-bound public or donor-financed support.

Transparency requirements

° Annual activity reports.
° Audited financial statements.
° Public disclosure of KPlIs.

C. Long-term measures: Developing a Unified Cluster Regulatory Framework

1. Legal Status and Registration
Definition
Cluster Organizations (COs) are established as non-profit economic development consortia
uniting enterprises, support institutions, and public bodies within a defined sectoral or
regional ecosystem to enhance competitiveness, innovation, and employment.
Legal Personality
Cluster Organizations (Cos) are non-profit associations enjoying full legal personality and civil
capacity, enabling them to sign contracts, hire staff, own or manage assets, operate bank
accounts, and receive or administer public and donor funds.
Registration Procedure

° COs register with the MoET under a dedicated Cluster Register.

° Accreditation is granted according to a National Cluster Certification Program

with Accreditation Tiers:

» An Inter-Agency Cluster Program under MoET, involving:
o Mol

MoA

IDAL

Chambers of Commerce and Industry

National Council for Scientific Research (CNRS-L)

MoF (for fiscal oversight)

o O O O O

» The program operates on a tiered accreditation system, granting labels such as:
o Early-stage Cluster
o Intermediate Cluster
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o Advanced Cluster

»  Accreditation is tied to:
o Transparent selection criteria
o KPIs (jobs created, exports, R&D outputs, occupancy rates)
o Time-bound grants (state or donor-financed)
Periodic Renewal
COs renew registration every three years, contingent upon positive results from governance
audits and KPI-based performance reviews.

2. Governance and Accountability

General Assembly

Each CO is composed by a multi-stakeholder general assembly, including:
° SMEs,

° large corporations,

° chambers or business associations,

° universities or R&D centers,

° local authorities, and

° MoET and/or Mol and/or MoA as non-voting observers.

Cluster Management Organization (CMO)
Every registered CO must establish a Cluster Management Organization (CMO) to handle
day-to-day operations and member services.

Core responsibilities

° Implement the cluster’s business and service plan;

° Coordinate joint R&D, training, export promotion, and branding projects;
° Manage cluster budget, staff, and infrastructure assets;

° Ensure member engagement and satisfaction;

° Report performance and financial data to its CDU and the NCPSC.

Composition & Governance
° Composed from the CO’s multi-stakeholder general assembly.
° Staffed with: Cluster manager (director), Finance/compliance officer,
Innovation/project officer.
Voting
Each participant has equal voting rights, independent of their shareholding or capital stake.
Term Limits

CMO members serve staggered three-year terms, allowing:
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Continuity in leadership and institutional memory (since some experienced
members always remain).

Stability and smoother transitions.

Avoidance of full turnover, which could disrupt governance or strategic direction.

Transparency and Accountability

Annual financial audit by a certified external auditor.

Annual performance report submitted to MoET including:
o audited accounts,
o KPloutcomes (jobs, exports, innovation, governance), and
o updated board composition and elections.

Surveillance Committee (Optional)

A Surveillance Committee within the CO shall monitor and audit the CMOQO's decisions.

Access to Public and Donor Funding and Incentives

State aid under MoET;
Donor grants (EBRD, World Bank, USAID, EU, etc.);
Concessional finance or blended funding instruments.
Disbursement is performance-based, linked to:
o approved business plans,
o KPlachievement, and
o compliance with audit and governance standards.
Incentives are tied to collective cluster activities and shared infrastructure, not
only individual  firms.
Incentives are linked to performance milestones (e.g., job creation, R&D outputs,
occupancy rates).
Public disclosure of signed conventions and performance reports.

Competition Safeguards

All Cluster Organizations operate under Competition Law No. 281/2022 and must uphold

market fairness.

COs shall not engage in price fixing, bid rigging, market sharing, or anti-
competitive collusion.

Fiscal or financial advantages must not create monopolies or barriers to SME
participation.

Cluster governance must ensure fair membership criteria, avoiding “closed clubs”
controlled by a few firms.

Within one industry, there should be a cap on how many companies can form a

cluster to avoid monopolies.
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Cluster initiatives with potential market impact (joint procurement, marketing
consortia) require ex-ante competition review by MoET.

[l. Institutional Architecture

National Cluster Policy Steering Committee (NCPSC) — strategy & oversight
(MoET, Mol, IDAL, ALI, Berytech).

Cluster Development Units (CDUs) in regional chambers — outreach, donor
absorption, facilitation.

Cluster Organizations (COs) — includes multi-stakeholders’ organizations to

enhance competitiveness, innovation, and employment within a specific industry.

lll.  Phased Implementation Roadmap (aligned with GIZ 2021 maturity model)

Phase 0-18 mo 18—48 mo 48-72 mo
Focus Build Foundations Scale & Diversify Institutionalize
Actions Law, NCPSC, 3 pilots  8-10 clusters, Embed in budgets,
National Fund, CDUs CAS data systems,
nationwide revised strategies
KPI Targets 3 clusters 8-10 clusters 15 + clusters; 25 %
industrial GDP; 100
000 jobs
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IV. Callto Action

Immediate priorities (next 12 months):

Engage MoET with MolM in Cluster registration as associations.

Establish an Inter-Agency Certification Program with Accreditation Tiers under
MOoET, including: Mol, MoA, IDAL, Chamber of Commerce, National Council for
Scientific Research (CNRS-L), MoF (for fiscal oversight).

Mobilize a National Cluster Seed Fund (European Bank for Reconstruction and
Development, World Bank, United States Agency for International Development)
Launch 3 pilot clusters (ICT, agri-food, renewables)

Lead coordination with MoET in drafting the Cluster Law proposal and organize
stakeholder engagement to support and validate the process.

Lobbying efforts with authorities and parliamentary committees to advocate for

the enactment of the Cluster Law.
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