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1. Preliminary Statements 

1.1. Terms of Reference 
In compliance with the ToR, this report will  focus on the policy instruments that are 

required for innovation.  It will  assess the consequences and impact of applying specific 

innovation policies to a variety of actors involved in the innovation processes and 

practices. Most of our efforts have been devoted to contacting the main stakeholders and 

collecting the various laws, decrees and decisions. 

1.2. Interim Report Overview 

This is an interim report setting out what has been achieved so far. The hear t of the report is 

the methodology we devised in order to tackle the different tasks assigned to us and to 

make it applicable in similar contexts, such as those found in MENA countries.  
 
Detailed sections of our work will  cover the following: 

 

Å A methodology based on the system model to understand, assess and analyze the 

Lebanese situation 

Å A critical overview of the basic concepts related to innovation 

Å A description of the Lebanese innovation landscape based on previous reports, a 

compilation of collected data and a series of interviews with key informants 

Å A compilation of the relevant policies impacting directly or indirectly the Lebanese 

innovation environment 

Å A compilation of the various actors involved in innovation activities and processes 

Å A preliminary analysis of the effectiveness of current policies and an identification 

of the major gaps hindering innovation activities in Lebanon. The analysis relies on 

interviews with stakeholders and, to a lesser degree, on individuals.  A quantitative 

approach would require a strict definition and identification of the indicators 

corresponding to each policy instrument and a thorough collection of data but for 

some indicators this is difficult to gather 

Å An account of the difficulties faced in this work, its constraints and hence the 

limitations of this report 

Å Recommendations for amending current policies or issuing new ones 

Å A roadmap for establishing a technology transfer system. 

Å A complete bibliography 
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2. Executive Summary 
The overall aim of the project launched by ESCWA is to enhance the national innovation 

system capacity in the beneficiariesô countries (Lebanon, Morocco, Egypt, Tunisia, and 

Oman) through updating the related policies and establishing a National Technology 

Development and Transfer Systems. 

 

The objective of this report is to set the framework for a National Innovation System (NIS) in 

Lebanon and suggest an innovation policy mix allowing Lebanon to efficiently manage the 

innovation activities, integrate technological and market changes and join the knowledge era 

with the aim of securing sustainable economic growth and social prosperity in a highly risky, 

uncertain and challenging environment. 

 

The first term of the NIS is National, meaning that the purpose of the Innovation System is to 

serve the national interest and the needs of the Lebanese people, bearing no geographical 

restrictions to the scope of this project. The second term is Innovation. This term covers a 

wide spectrum of possibilities. It is best to further distinguish between Research and 

Development (R&D) and Innovation. For R&D, we will adopt the US National Science 

Foundation definition stating the following: 

 

"Research" is defined as a systematic study directed toward fuller scientific 

knowledge or understanding of the subject studied. "Development" is the systematic 

use of knowledge and understanding gained from research directed toward the 

production of useful materials, devices, systems, or methods, including design and 

development of prototypes and processes. Both types of activities can be conducted 

by universities, private or public research centers. 

 

Innovation is defined as the  implementation  of  a  new  or significantly improved production  

(good  or service)  or process,  a new marketing method, or a new organization method in 

business practices, workplace or organization or external  relations. It is useful to distinguish 

and categorize the different types of innovation such as incremental or radical, addressed to 

improve what is being done, introduce new products and services or contribute to 

technological advancement. 

 

Given the challenges faced by the government and the different public institutions, a top 

down approach promoted and enforced by the government is not appropriate for Lebanon.  In 

order to avoid an inefficient, underperforming set of policies addressed to the various actors 

involved in the innovation activities in a disconnected, uncoordinated and sometimes 

contradicting manner, we have adopted the system approach. The model we have designed is 

composed of 5 pillars or subsystems, 1) the supply side generating knowledge and producing 

technologies. The main actors are the universities, the research center and the CNRS, 2) the 

demand side responsible for using, commercializing and bringing to the end user the 

innovations. The main actors are the businesses (industries, SMEs, etc.), the public sector and 

the new entrepreneurship sector, 3) the linkages responsible for the transfer of knowledge and 

technologies and for the collaboration between the universities and businesses; 4) the 

financial eco-system, responsible for funding the innovation projects. The main actor is the 

Banque Du Liban (BDL), and 5) the governmental interventions responsible for regulating 

the activities of the different actors through systemic or micro-measures. The main actors are 

the public institutions. 
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In addressing the issue of innovation in an open system context, such as Lebanonôs, one must 

caveat the conditions from which an analytical framework and its associated policy must 

depart. The margin of maneuver left for national policy makers to incentivize a process of 

national innovation is conditioned by powerful external stimuli and, hence, subject to a 

higher than usual uncertainty. There are no purely theoretical or analytical methods by which 

this condition can be tackled. The doorway to such a question is best deduced through the 

interplay of system theory with the actual developments that have been observed in the real 

course of events, or developments of know-how in industry under extreme risks. So far, there 

are two redeeming real processes in the production of knowledge at the national level that, in 

themselves, present us with the initial relationships from which one may begin to answer the 

questions: 1) in spite of the treacherous course to which the Lebanese economy is subjected, a 

consortium of industries have managed to survive and innovate against all odds and 2) there 

were rudimentary measures that insulated the sacksful niches of the production knowledge 

that have worked and need to be enhanced to buttress the national performance. These are not 

hypothetical considerations, they are real, and it is upon such courses of events that this study 

develops a system analysis method to broach an integrated policy framework. 

 

As a pillar of innovation, the linkages responsible for the transfer of knowledge and 

technologies, as well as the collaborations between universities and businesses (Pillar 3) are 

an integral part of the innovation chain. In the context of universities, Knowledge and 

Technology Transfer (KTT) involves transferring knowledge and discoveries to the public by 

means of publications, educated students entering the workforce, conference exchanges, and 

relationships undertaken with industries.  

 

Effectively, KTT in Lebanon can be fostered by establishing a Technology Transfer Unit 

(TTU) in universities or a National Technology Transfer Office (NTTO) that will coordinate 

and manage the different units involved in this process. KTT can thus generate important 

benefits for economic development. These benefits are embodied in knowledge spillovers and 

are realized through industry-science collaboration and technology transactions that can range 

from simple technical consultancy all the way to licensing of Intellectual Property (IP). In 

general, by improving the process of knowledge transfer countries can foster innovation and 

thereby raise productivity, create better job opportunities, and address societal challenges.  

 

One of the major gaps that were observed in the innovation system relate to the current 

financial environment, which leaves three substantial breaches in Lebanonôs innovation 

system. The first is funding at the early concept stage where entrepreneurs need to develop 

their ideas into a viable concept and product; the second and third are related to the absence 

of seed and early stage venture finance, respectively. Hence the most important 

recommendation, in this respect, is to put in place the right financial instruments to support 

early stage innovation.  

 

However, as mentioned earlier, in regards to setting policy recommendations and policy 

frameworks, an integrated approach should be adopted instead of individualized policies, that 

can be implemented through a law on innovation and knowledge and technology transfer. As 

such, and within this framework, we are suggesting a policy mix that covers all five pillars of 

innovation along with the corresponding actors, as follows: 

1. Strengthening the Knowledge Generation and Technologies Production 

(KTGP)  
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1.1. Government Level 

¶ Ministry of Education and Higher Education (MoEHE) . Enforcing 

the Higher Education Law of 2014 requiring universities to dedicate 5% 

of their budget to research and establish a Monitoring and Evaluation 

(M&E) commission to follow up including representatives from 

universities, CNRS and other experts 

¶ CNRS and Ministry of Foreign Affairs (MoFA). Building a portal 

linking Lebanese researchers and experts all over the world to promote 

support for R&D in Lebanon,  take advantage of the Diaspora and reduce 

the impact of brain drain 

¶ CNRS. Creating specialized research funds identified according to 

priorities set  and managed by the CNRS with contributions from the 

Lebanese government, private sector, and Arab and international  

institutions  

¶ CNRS. Promoting Associated Research Units (ARUs) extending the 

CNRS mandate to support private research centers and streamline 

administrative procedures 

 

1.2. University Level 

¶ Promoting research and innovation by releasing research-oriented 

faculty from teaching credits 

¶ Catering to promotion rules, career advancement and job offerings which 

should include patents, research collaborations, and projects with other 

universities and the industrial sector as important criteria. This is an 

incentive for researchers to engage in innovation activities. 

¶ Extending the functions of university laboratories to include innovative 

research and not only teaching and promoting their exploitation  by 

external entities 

¶ Creating new career opportunities for professional researchers and 

research technicians at the university 

 

1.3. KGTP Environment Level 

¶ Encouraging the culture of innovation and creativity in schools by 

adopting non-conventional educational methods 

¶ Encouraging associations and foundations to support PhD students 

¶ Providing training courses and certifications in managing research 

programs 

2. Support for Demand Side Innovation 
2.1. Government Level 

¶ BDL . Subsidizing the purchase of an innovation by SMEs and industries 

This is similar to the subsidies of renewable energies for environment 

protection 

¶  Ministry of Industry (MoI).  Enacting tax incentive laws that can take 

different forms  including tax credits, special allowances, special 

exemptions, accelerated depreciation 

¶ Various State Actors. Setting procurement policies to catalyze local 

innovative industries and services 
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¶ Ministry of Defense (MoD) and Lebanese Army. Allocating a 

percentage of its budget (1%) to R&D 

¶ Lebanese Petroleum Administration (LPA). Including in contracts with 

oil companies a clause requiring that 3-5% of budget for oil/gas extraction 

in Lebanon be dedicated to R&D 

¶ Ministry of Telecommunication (MoT). Improving the quality and 

reducing the cost of telecommunication services 

 

2.2. SMEs and Industries 

¶ IDAL and ALI . Establishing a fund for innovative projects conducted in 

Lebanon to which SMEs/firms can apply  

3. Enhancing Linkages between Supply and Demand-Knowledge and Technology 

Transfer 
3.1. Government Level 

¶ BDL . Funding early stage innovation projects. The adequate  measures 

can take different forms such as financing fast prototyping labs or 

creating dedicated funds for these highly risky and uncertain but critical 

innovation projects  

¶ CNRS. Establishing a National Technology Transfer Office (NTTO) to 

coordinate the universitiesô TTUs, initiate efficient communication 

between universities and industries, provide  legal advice on regulatory 

frameworks for scientific collaboration between universities and 

industries 

¶ CNRS and BDL. Creating matching funds between universities and 

industries or researchers and entrepreneurs for seed projects  

¶ MoEHE-MoI -CNRS-Universities. Establishing an Industrial Ph.D. 

program with possible extension to industries outside Lebanon 

¶ Presidency of Council of Ministers (PoCM). Preparing a Technology 

Transfer Law 

 

3.2. University Level 
¶ Redefining the legal status of universities allowing, for example, the 

Lebanese University to engage in licensing and commercializing the 

technologies produced by its researchers and private universities to adapt 

their non-profit status 

¶ Relaxing or removing regulations that prevent faculty members from 

working with the private sector and business communities or establishing 

new companies 

¶ Establishing KTTUs 

 

3.3. IPR  

¶ Ministry of Economy and Trade (MoET). Updating the IPR law. 

Clarifying the status of software applications  

¶ MoET . Issuing guidelines and code of practice for universities and 

businesses to supplement the laws and contribute to trust building 

measures between universities and businesses 

¶ MoET.  Establish a fund for patenting to which universities, industries or 

individuals can apply 
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¶ Universities. Adoption of a clear IPR policy such as the one submitted by 

ESCWA 

¶ CNRS. Adoption of a clear ownership legislation for IP 

4. Financial Ecosystem 
4.1. Government Level 

¶ BDL . Establishing an entity to support Early Stage innovations just as 

Kafalat is dedicated to Later Stage innovations 

 

4.2. Private Sector 

¶ Start-ups. Encouraging them to rely on local researchers to develop 

new products and services 

5. Systemic Measures-State Level 

¶ CNRS. Using M&E as a tool to track performance and determine 

feedback to stakeholders to improve implemented policies through the 

Science Technology and Innovation Policy (STIP) observatory 

(LORDI Initiative) 

¶ Various State Actors. Strengthening institutional capacity for M&E 

and integrating M&E in every stage of the innovation process through 

an M&E unit in each key actor  

¶ PoCM. Establishing an advisory committee promoting the 

collaboration between CNRS, Investment Development Authority of 

Lebanon (IDAL), BDL and external experts to coordinate innovation 

policy making throughout all public institutions, give guidance, and 

refine agency governance 

 

As a recapitulation, below is a table highlighting all the actors that involved in the innovation 

system in Lebanon, with mention of best practices on a national and international level for 

innovation policies. 
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Table 1: List of actors involved in the innovation process in Lebanon featuring examples of national and international policy best practices 

No. Actor  Policy Description Objective Best Practices ï National and International 

1. CNRS - Creation of specialized research funds identified 

according to priorities set  by CNRS and 

managed by it with contributions from Lebanese 

Government, Private sector, and Arab and 

International institutions   

- Promoting ARUs extending CNRS mandate to 

support private research centers and streamlining 

administrative procedures 

 

Strengthening the 

knowledge generation 

and technologies 

production 

National Science Foundation - Switzerland1 

- Promotion of scientific research in Switzerland 

- Promotion of competitiveness and research 

integration 

- Provision of support for young researchers 

- Promoting the diffusion of knowledge and access to 

research results with communication to the public 

- Pursuit of transparent transfer of technology 

 

CNRS ï France2 

- Execution of research aimed at the advancement of 

knowledge for social, cultural and economic benefits 

- Generation and development of scientific information 

with corresponding dissemination of research results 

- Development of a national policy by analyzing the 

scientific climate and the potential for national 

evolution 

 

National Science Foundation ï United States of 

America3 

- Support for all fields of fundamental science and 

engineering education 

- Collaboration with universities, schools, businesses, 

informal scientific organizations and research institutes 

- Provision of access to financial support (grants) to 

fund specific proposals of interest and value (includes 

funds for equipment) 

- Award graduate fellowships in the sciences and in 

engineering 

- Promotion of exchange of scientific material among 

U.S. scientists and international countries 

- Pursuit of national policies for the promotion of basic 

- Establishing NTTO to coordinate the 

universitiesô TTU 

- Initiating efficient communication between 

universities and industries 

- Providing legal advice for regulatory 

frameworks for scientific collaboration between 

universities and industries 

- Adoption of a clear ownership legislation for IP 

Enhancing linkages 

between supply and 

demand ï Knowledge 

and technology transfer 

Using M&E as a tool to track performance and 

determine feedback to stakeholders to improve 

implemented policies through the STIP 

observatory (LORDI Initiative) 

Defining systemic 

measures at the state 

level 

                                                           
1 Swiss National Science Foundation (NSF). (2011). Mission statement. Retrieved on January 14, 2016 from 

http://www.snf.ch/SiteCollectionDocuments/snf_leitbild_e.pdf  
2 National Center for Scientific Research (CNRS) ï France. (2015). Overview. Retrieved on January 14, 2016 from http://www.cnrs.fr/en/aboutCNRS/overview.htm 
3 National Science Foundation ï United States of America. (n.d.). NSF at a glance. Retrieved on January 14, 2016 from http://www.nsf.gov/about/glance.jsp  

http://www.snf.ch/SiteCollectionDocuments/snf_leitbild_e.pdf
http://www.cnrs.fr/en/aboutCNRS/overview.htm
http://www.nsf.gov/about/glance.jsp
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research and education in science and engineering 

2. MoEHE Enforcing the Higher Education Law of 2014 

requiring universities to dedicate 5% of their 

budget to research and establish a M&E 

commission to follow up including 

representatives from universities, CNRS and 

other experts 

Strengthening the 

knowledge generation 

and technologies 

production 

Ministry of Higher Education and Science ï Denmark4 

- Establishment of the Danish Agency for  Science, 

Technology and Innovation 

 

Aim: To continuously improve the conditions and 

settings geared towards research and innovation that 

will benefit the general public 

 

Four main areas of work: 

1. Policy development ï research advisory services 

2. Statistical Analysis 

3. Implementation of funds to research technology 

development and innovation 

4. Guidance and communication on national and 

international funding and ensuring communication 

among all concerned parties 

2. CNRS-

MoFA 

- Building a portal linking Lebanese researchers 

and experts all over the world to promote support 

for R&D in Lebanon 

- Taking advantage of the Diaspora and reducing 

the impact of brain drain 

Strengthening the 

knowledge generation 

and technologies 

production 

Engagement of diaspora5 by: 

 

- Offering programs and projects that link directly into 

diaspora-led initiatives 

Example: Migration et Developpement organization in 

France and Morocco which engages diaspora for 

development action in their country of origin.  

Main activities are based on participation, solidarity 

and partnership with local authorities 

 

- Establishment of funding for SMEs that is 

implemented by civil society players of migrant and 

non-migrant origins 

Example: Oxfam Novib in The Netherlands which is a 

co-financing agency that receives subsidies from the 

                                                           
4 Ministry of Higher Education and Science ï Denmark. (2014). The Danish Agency for Science, Technology and Innovation. http://ufm.dk/en/the-minister-and-

the-ministry/organisation/the-danish-agency-for-science-technology-and-innovation/about-the-agency  
5 Keusch, M. and Schuster, N. (2012). European good practice examples of migration and development initiatives: Particular focus on diaspora engagement. 

Vienna Institute for International Dialogue and Cooperation. Vienna, Austria. 

http://ufm.dk/en/the-minister-and-the-ministry/organisation/the-danish-agency-for-science-technology-and-innovation/about-the-agency
http://ufm.dk/en/the-minister-and-the-ministry/organisation/the-danish-agency-for-science-technology-and-innovation/about-the-agency
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MoFA to target diaspora organizations and start 

capacity building activities geared towards migrantsô 

needs.  

Aim: To scale up diaspora projects, build alliances, and 

empower migrants 

Main activities include training courses, meetings with 

experts, workshops on proposal writing, strategic 

planning, financial literacy and project management to 

build capacity and development skills 

 

- Establishment of platforms for the transfer of 

knowledge and raising awareness 

3. CNRS-

BDL 

Creating matching funds between universities 

and industries or researchers and entrepreneurs 

for seed projects 

Enhancing linkages 

between supply and 

demand ï Knowledge 

and technology transfer 

- Establishing entities such as the UK Lebanon Tech 

Hub to assist the research and innovation centers set up  

by the CNRS (ex. fast prototyping labs) to enhance 

university-industry collaboration 

 

- Encouragement of foreign development banks 

 

- Maintenance of remittance flows 9major source of 

foreign exchange earnings) 

(Source: OTA, 1984) 

4. CNRS-

MoEHE-

MoI-

Universities 

Establishing an industrial PhD program with 

possible extension to industries outside Lebanon 

Enhancing linkages 

between supply and 

demand ï Knowledge 

and technology transfer 

- Facilitation of link between supply and demand side 

of innovation by hosting workshops, dissemination of 

research results to the public, conferences, and training 

courses 
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5. MoET - Updating the IPR law 

- Clarifying the status of software applications 

- Issuing guidelines and code of practice for 

universities and businesses to supplement the 

laws and contribute to trust building measures 

between universities and businesses 

- Establishing a fund for patenting to which 

universities, industries or individuals can apply 

Enhancing linkages 

between supply and 

demand ï Knowledge 

and technology transfer 

Example of IPR Policies in the University Setting ï 

Cleveland State University, U.S. on Patent and 

Copyright Policies  

 

1. Patent Policy: 

- Pursuit of legal protection of inventions by use of 

patents 

- Transfer of rights in favor of permitting the 

inventor/creator to protect and develop the invention at 

his/her expense 

 

2. Copyright Policy: 

- Provision of adequate recognition and incentives to 

creators through a share in any proceeds of the 

generated material 

- Meeting requirements imposed by government 

agencies or private foundations that contribute funds to 

support the creation and publication of scholarly works 

 

General Good Practices (GP): 

GP 1 ï Focus on select few patents to provide better 

support 

GP 2 ï Collaborate with business intermediaries to 

attract customers 

GP 3 ï Integrate IPR and innovation policies together 

to tackle country-wide challenges, across multiple 

sectors 

6. MoT Improving the quality and reducing the cost of 

telecommunications services 

Supporting the demand 

side of innovation 

Ministry of Communication and Information 

Technology ï Egypt6 

- Development of telecommunications infrastructure 

nationwide 

- Launch of the ñFree Internetò Initiative, a 

subscription-free internet connectivity scheme to give 

access to ICT and encourage individuals to start their 

own businesses 

- Development of a regulatory framework and 

government support 

                                                           
6 Arab Republic of Egypt ï Ministry of Communication and Information Technology. (2006). Egyptôs best practices in ICT. Retrieved on January 15, 2016 from 

http://www.mcit.gov.eg/Upcont/Documents/Egypt%20Best%20Practices200711620563.pdf  

http://www.mcit.gov.eg/Upcont/Documents/Egypt%20Best%20Practices200711620563.pdf
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- Bridging the digital gap between Cairo and 

Alexandria and the remainder of the country 

-Creation of technology and certification centers 

Example: Techparks, ñSmart Villageò (hosts new IT 

startups) 

- Establishment of the Information Technology 

Industry Development Agency (ITIDA) to promote e-

businesses and develop the IT sector 

7. Universities - Promoting research and innovation by releasing 

research oriented faculty from teaching credits 

- Promotion rules, career advancement and job 

offering should include patents, research 

collaborations, and projects with other 

universities and the industrial sector as important 

criteria. This is an incentive for researchers to 

engage in innovation activities 

- Extending the functions of university 

laboratories to include innovative research and 

not only teaching and promoting their 

exploitation  by external entities 

- Creating new career opportunities for 

professional researchers and research technicians 

at the university 

Strengthening the 

knowledge generation 

and technologies 

production 

- Creation of TT units or offices 

- Facilitation for incentives relevant to research 

concerning the nature of research contracts, level of 

salaries, working conditions, and available career 

progressions for faculty and students 

- Provision of financial  instruments for R&D through 

grants, loans, equity investments, and guarantees 

- Establishment of a clear IPR system for TT 

engagement in universities 

- Redefining the legal status of universities 

allowing for example the Lebanese university to 

engage in licensing and commercializing the 

technologies produced by its researchers, and 

private universities to adapt their non-profit 

status. 

- Relaxing or removing regulations that prevent 

faculty members from working with private 

sector and business community or establishing 

new company 

- Establishing TTU 

- Adoption of a clear IPR policy such as the one 

submitted by ESCWA 

Enhancing linkages 

between supply and 

demand ï Knowledge 

and technology transfer 
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8.  PoCM Preparing a technology transfer law Enhancing linkages 

between supply and 

demand ï Knowledge 

and technology transfer 

Presidency of the Council of the European Union ï The 

Netherlands7 

- Improvement in quality of legislation, national policy 

reforms, and reductions in administrative burdens and 

costs 

- Removal of obstacles to innovation in internal 

markets 

- Strengthening the digital economy to boost innovation 

and jobs in Europe 

- Implementation of European research (setting up the 

European Research Area) and innovation programs 

- Provision of access to funds for innovative activities 

- Strengthening of internal telecommunication market 

on the basis of a free and open internet to boost 

competition and investment in the telecommunications 

sector 

- Establish an advisory committee promoting the 

collaboration between CNRS, IDAL and BDL 

and external experts  to coordinate innovation 

policy making throughout all public institutions 

- Giving guidance and refining agenciesô 

governance 

Defining systemic 

measures at the state 

level 

9. BDL - Funding early stage innovation projects. The 

adequate  measures can take different forms such 

as financing fast prototyping labs or creating 

dedicated funds for these highly risky and 

uncertain but critical innovation projects 

Enhancing linkages 

between supply and 

demand ï Knowledge 

and technology transfer 

- Engagement with startups through hackathons and 

reward-based competitions 

 

- Provision of free resources for startups such as 

sponsoring co-working/shared spaces  

Example: Singapore-based DBS Bank sponsors 500 

square meters of co-working space in Hong Kong8 

 

- Collaborations with venture capitals  

 

- Establishment of startup incubators or accelerators 

providing services such as mentorship, legal, technical 

and business support for a limited period of time 

Example: Wells Fargo in the U.S. invests in up to 

500,000 USD in each participant in their accelerator 

program9 

- Subsidizing the purchase by SMEs and 

Industries of an innovation. This is similar to the 

subsidies of renewable energies for environment 

protection. 

Supporting the demand 

side of innovation 

Establishing an entity to support early stage 

innovation, just as Kafalat is dedicated to later 

stage innovation 

Providing the financial 

ecosystem 

                                                           
7 Presidency of the Council of the European Union ï The Netherlands. (2015). Letter of 28 January 2015 from the Minister of Foreign Affairs to the House of 

Representatives on substantive preparations for the 2016 Dutch Presidency of the Council of the European Union. Retrieved on January 15, 2016 from 

https://www.government.nl/documents/parliamentary-documents/2015/01/23/letter-to-the-house-of-representatives-about-substantive-preparations-for-the-2016-

dutch-presidency-of-the-council-of-the-europ  
8 Shaus, P. (2015). Four ways banks can engage with Fintech startups. Retrieved on January 15, 2016 from http://bankinnovation.net/2015/11/4-ways-banks-

can-engage-with-fintech-startups/  
9 Ibid 

https://www.government.nl/documents/parliamentary-documents/2015/01/23/letter-to-the-house-of-representatives-about-substantive-preparations-for-the-2016-dutch-presidency-of-the-council-of-the-europ
https://www.government.nl/documents/parliamentary-documents/2015/01/23/letter-to-the-house-of-representatives-about-substantive-preparations-for-the-2016-dutch-presidency-of-the-council-of-the-europ
http://bankinnovation.net/2015/11/4-ways-banks-can-engage-with-fintech-startups/
http://bankinnovation.net/2015/11/4-ways-banks-can-engage-with-fintech-startups/


19 

 

10. MoI Preparing a tax incentives law that can take 

different forms including tax credits, special 

allowances, special exemptions and accelerated 

depreciation 

Supporting the demand 

side of innovation 

France ï Tax Credits10 

Application of a volume-based tax credit of 20% with a 

cap of 400,000 Euros per year, carried forward for 3 

years 

 

The Netherlands ï Special Exemption of Wage Tax11 

- Provision of an ñR&D Withholding Tax Creditò at 

38% for the first 200,000 Euros of R&D wage costs 

and 14% for the R&D wage costs above 200,000 Euros 

- Startups can deduct 50% from the first 200,000 Euros 

of R&D wage costs 

 

South Africa ï Accelerated Depreciation12 

Reduction of 40% on new or unused plant/machinery in 

the first year of purchase and 20% reduction in each of 

the 3 succeeding years 

11. MoD ï 

Lebanese 

Army 

Allocating 1% of its budget to R&D Supporting the demand 

side of innovation 

Ministry of Defense ï United Kingdom13,14 

- Encouragement for small and large enterprises to join 

the ministry to develop innovative ideas for the defense 

and security of the UK 

 

- Establishment of the following: 

1. Center for Defense Enterprise (CDE) ï funds 

innovative research that is advantageous for UK armed 

forces and national security; helps project funded under 

the Center to commercialize 

2. Defense Science and Technology Laboratory ï joins 

industry, academia, government bodies, and 

international partners to provide specialized science 

and technology services to the ministry and the nation 

12. LPA Including a clause in contracts that requires Supporting the demand National Petroleum Authority ï Ghana15 

                                                           
10 Solignac, 2008 
11 The Netherlands Enterprise Agency, 2015 
12 Deloitte, 2014 
13 Center for Defense Enterprise ï United Kingdom. (2015). About us. Retrieved on January 15, 2016 from https://www.gov.uk/government/organisations/centre-

for-defence-enterprise/about#our-responsibilities  
14 Defense Science and Technology Laboratory ï United Kingdom. (2015). Overview. Retrieved on January 15, 2016 from 

https://www.gov.uk/government/publications/defence-science-and-technology-laboratory-overview  
15 National Petroleum Authority ï Ghana. (2010). Mission. Retrieved on January 15, 2016 from http://npa.gov.gh/npa_new/about_Mission.php   

https://www.gov.uk/government/organisations/centre-for-defence-enterprise/about#our-responsibilities
https://www.gov.uk/government/organisations/centre-for-defence-enterprise/about#our-responsibilities
https://www.gov.uk/government/publications/defence-science-and-technology-laboratory-overview
http://npa.gov.gh/npa_new/about_Mission.php
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dedicating 3-5% of the budget for oil and gas 

extraction in Lebanon to R&D 

side of innovation - Regulation and monitoring for the petroleum industry 

in Ghana for efficient growth and stakeholder 

satisfaction 

- Distribution of budget or net sales percentage to R&D 

 

Example of R&D expenditure by alternative energy 

companies, oil service companies and national 

operators, as a percent of net sales: 

- SMA Solar Technology: 4% 

- PetroChina: 1% 

- Exxon Mobil, Chevron, and BP: less than 0.5% 

 

National Agency of Petroleum, Natural Gas and 

Biofuels ï Brazil16 

- Creation of an obligatory investment in R&D; 

obligation to invest in 1% of the gross production of the 

oil and gas sector in R&D projects 

13. IDAL -ALI  Establishing a fund for innovative projects 

conducted in Lebanon to which SMEs/firms can 

apply 

Supporting the demand 

side of innovation 

- Coordinating with financial entities to support 

industrialists (ex. cooperation with BLOM Bank) 

 

- Cooperation with LAU-CEP to help 

industrialists/enterprises develop skills and knowledge 

abilities to be able to compete in international markets 

14. Various 

State 

Actors 

- Encouraging the culture of innovation and 

creativity in schools by adopting non-

conventional educational methods 

- Encouraging associations and foundations to 

support PhD students 

- Providing training courses and certifications in 

managing research programs 

Strengthening the 

knowledge generation 

and technologies 

production 

- Facilitation of TT by providing support for innovators 

by providing incentives such as drafting tax incentives 

laws and facilitating patenting/copyrighting processes 

and costs 

 

- Coordination of policymakers in all sectors 

Preparing procurement policies to catalyze local 

innovative industries and services 

Supporting the demand 

side of innovation 

- Strengthening institutional capacity for M&E 

- Integrating M&E in every stage of the 

innovation process through an M&E unit in each 

key actor 

Defining systemic 

measures at the state 

level 

 

                                                           
16 Belchoir, B. T. and Barros, R. (2013). Research and development in the oil and gas industry in Brazil. Retrieved on January 15, 2016 from 

http://www.mondaq.com/brazil/x/240612/Oil+Gas+Electricity/Research+And+Development+In+The+Oil+Gas+Industry+In+Brazil  

http://www.mondaq.com/brazil/x/240612/Oil+Gas+Electricity/Research+And+Development+In+The+Oil+Gas+Industry+In+Brazil
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3. Definitions and Concepts 
 

1. Innovation 

An Innovation is the implementation of a new or significantly improved production (good or 

service) or process, a new marketing method, or a new organization method in business 

practices, workplace or organization or external relations (OECD/Eurostat, 2005). 
 
Innovation brings ñchange that creates a new dimension of performanceò (Drucker, 1985). 

 

2. Scientific Innovation 

Scientific (and technological) innovation may be defined as ñthe transformation of an idea 

into a new or improved product introduced on the market, into a new or improved operational 

process used in industry and commerce, or into a new approach to a social serviceò (OECD 

Stat, 2013). 

 

3. R&D; Basic Research, Applied Research 

Research and Development (R&D), as defined by Investopedia (2016), as the ñinvestigative 

activities that a business chooses to conduct with the intention of making a discovery that can 

either lead to the development of new products or procedures, or to the improvement of 

existing products or procedures. R&D is one of the means by which businesses can 

experience future growth by developing new products or processes to improve and expand 

their operationsò. 

 

Under the term óResearchô, a distinction can be made between Basic Research and Applied 

Research. According to Tarver (2016),   ñbasic research seeks to delve into scientific 

principles from an academic standpoint, while applied research seeks to use that basic 

research in a real-world settingò.  

 

4. R&T  

R&T (Research and Technology) or RTD (Research and Technological Development) is 

ñcomprises creative work undertaken on a systematic basis in order to increase the stock of 

knowledge, including knowledge of man, culture and society, and the use of this stock of 

knowledge to devise new applicationsò (INSME Association, 2012). 

 

5. Business Incubator 

A Business Incubator is defined as ñan organization designed to accelerate the growth and 

success of entrepreneurial companies through an array of business support resources and 

services that could include physical space, capital, coaching, common services, and 

networking connectionsò. The main aim is helping young businesses flourish, through 

financial and technical support services, and business incubation programs are most likely 

sponsored by private companies, municipal entities or public institutions, including academic 

settings such as colleges and universities (Entrepreneur.com, 2016). 

 

6. Technology Incubator 

Technology Incubators differ from Business Incubator in the sense that Technology 

Incubators are a specific type of Business Incubator. It is defined as ña property-based 

venture which provides tangible and intangible services to new technology-based firms, 

entrepreneurs, and spin-offs of universities and large firms, all with the aim of helping them 
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increase their chances of survival and generate wealth and jobs and diffuse technologyò 

(OECD, 1997). 

 

7. Accelerator 

Accelerator and Incubator are concepts that often confused with one another. The difference 

between the two lies in the method adopted to help businesses move forward. Unlike 

incubators, accelerators can make financial investments in a startup and accelerator programs 

ñusually have a set timeframe in which individual companies spend anywhere from a few 

weeks to a few months working with a group of mentors to build out their businessò (Forrest, 

2014).  

 

8. Venture Capital Fund 

By definition, venture capitals are ñstartup or growth equity capital or loan capital provided 

by private investors (venture capitalists) or specialized financial institutions (development 

finance houses)ò (Business Dictionary, 2015). 

  

A Venture Capital Fund in specific is ñan investment fund that manages money from 

investors seeking private equity stakes in startup and small and medium-sized enterprises 

with strong growth potential. These investments are generally characterized as high-

risk/high-return opportunitiesò (Investopedia, 2015d). 

 

9. Technopark 

This term has multiple definitions and even more synonyms attached to it. A ótech parkô or 

ótechnology parkô, also referred to often as a óscience parkô, is used to describe ña variety of 

efforts to stimulate the development of entrepreneurial, knowledge-based small and medium-

sized enterprises within a countryò. In order to narrow down the vast number of definitions 

pertaining to this term, one can define technology park as one that 1) is linked with 

educational or research institutions, 2) provides infrastructure and support services for 

businesses, particularly real estate and office space, 3) performs a technology transfer 

function, and 4) performs an economic development function (Briggs and Watt, 2001). 

 

10. Technology Transfer 

Technology Transfer refers to the movement of know-how, skills, technical knowledge, 

procedures, methods, expertise or technology from one organizational setting to another 

(Roessner, 2000).  

 

11. Technology Commercialization 

Technology commercialization, also known as research commercialization, refers to the 

valorization of research and intellectual assets by industry, or the process of taking an idea to 

market and creating financial value. It implies the selling, licensing of, or contracting of 

technology services, intellectual assets, and related-knowledge into spinoff creation and R&D 

collaboration (Zuniga and Correa, 2013). 

4. Innovation Policy 
 

This section will explain what innovation is and why itôs important. Critically we will show the importance of 

NIS for readiness and integration in the knowledge economy. We will discuss also the impact of innovation in 

developing countries and its role in generating economic growth and prosperity. 
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Lebanon has over the past few years, although from a low starting point, made 

significant gains in the area of innovation due to the vitality of the private sector and the 

persistent efforts of some civil  servants.  However, the institutional framework remains to 

a certain extent relatively weak and underdeveloped. Lebanon is characterized by the 

presence of a number of independent initiatives and institutions operating according to high 

international  standards,  yet  they  function  in a relative  policy  vacuum as the central  

government lacks the institutions, the budget, the administrative  capacity and even 

potentially  the will  to assist. However, due to the sophistication of some activities, the 

involvement of a large number of actors and the overall complexity and national strategic 

importance of this issue, it is critical for the Lebanese government to formulate a clear vision 

and a set of efficient policies that might allow Lebanon to contribute to the global knowledge 

economy. 

 
There are many ways to define innovation.  The variety of definitions presents a few 

alternative perspectives whilst highlighting the complexity of this issue. Below are some 

influential definitions from international organizations such as OECD, or prominent 

management experts. 
 
Å An Innovation is the  implementation  of  a  new  or significantly improved production  

(good  or service)  or process,  a new marketing method, or a new organization method in 

business practices, workplace or organization or external  relations (OECD/Eurostat, 2005). 
 
Å Innovation brings ñchange that creates a new dimension of performanceò (Drucker, 1985). 

5. Methodology-The System Approach 
Understanding the national innovation landscape is a challenging task, given the fact that 

many actors, institutions and organizations are involved.  

One way to deal with such complexity is to start by modeling the situation; this means 

developing an understandable and accurate representation of reality.  

 

An innovation system can be considered as an agglomerated interaction of private and public 

organizations that collaborate according to institutional rules and relationships that 

contribute toward the generation, usage and diffusion of knowledge. In this interaction a 

variety of actors are exchanging information, knowledge and money through a series of 

flows and processes. 

 

The Top-Down Conventional Approach. Many analysts and experts, when dealing with 

these issues, start by defining a strategy and proposing a set of recommendations; this 

approach can be found in many governmental meetings in developing countries. Based on 

these recommendations a set of policies are designed but rarely are they implemented 

because of various sociopolitical obstacles. One of the reasons for the failures in such an 

approach is that the act of designing these strategies is rarely performed at the highest level 

involving all stakeholders. A second drawback is the difficulty in linking these strategies with 

the real world situations preventing the implementation of said policies from reaching the 

goal or vision initially set down by the decision maker.  

 

The Metric Approach. Another approach to analyzing the situation would be what is 

called the metric or analytical approach.  This approach is based on a set of indicators.  
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Benchmarking these indicators with the best practices gives potentially the needed insight 

to identify weaknesses, gaps and eventually the areas in which efforts should 

concentrate. This approach can be most useful in a process of monitoring and evaluation 

of an already functioning innovation eco-system. 

  

In developing countries like  Lebanon,  directly applying  the  óbest  practicesô approved  by 

the worldôs  most prestigious  consultancy companies with the aim of improving ranking and 

indicators like patent numbers and R&D intensity  is not necessarily  the right  path to take.  

Such an approach risks simply mimicking other nations whose conditions are far removed 

from Lebanonôs.  

 

In the case of Lebanon where an innovation eco-system is yet to emerge, a system approach 

is more suitable. It allows us to take into consideration the complexity of the national 

innovation landscape and better understanding the interrelations between the various elements 

at different levels.  This does not mean that metrics, indicators and benchmarking will  be 

neglected; rather, it means simply that the focus will  be on system model. 

 

The system approach, by taking into consideration from the beginning all stakeholders and 

actors involved in this matter, as well as the different processes thereby has a greater chance 

of operationalizing diverse recommendations and policies.      

   

5.1. The 5 Pillars of the National Innovation System (NIS) 

The innovation system can be defined as a network of actors and institutions that 

develop diffuse and use innovations.  The innovation systems approach explains 

innovation patterns in terms of technology and knowledge flows mediated by institutions, 

being initially applied at national level (Lundvall, 1992). 

 

We have modeled the National Innovation System as a set of 5pillars or 5 sub-systems: 

¶ The Innovation Supply Side, performing the Knowledge Generation and Technologies 

Production function. 

¶ The Innovation Demand Side, performing the Knowledge Diffusion and Market 

Absorption function 

¶ The Linking Intermediaries responsible for the Knowledge and Technologies Transfer  

¶ The Innovation Ecosystem which include the Human Capital and the Business and 

Financial Environment 

¶ Policy Framework setting the Government role and interventions 
 
In order to fully understand the innovation system, we need also to identify and categorize the 

different actors and the different processes in which they are involved to perform their 

innovative activities and achieve their mission. 

 

In the following sections we will explicate the different elements of the model. Many previous 

studies have been focusing on one aspect or one element of the system. We consider that being 

wholly science-centric focusing on the supply side or wholly consumer-centric focusing 

on the demand side is not the most efficient way of dealing with innovation as an 

integrated system.  Both sides, the supply and demand sides are equally important. 

Essentially, they need to be linked through a web of actors and intermediaries interacting 
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together to improve the overall performance of the system. This is precisely what we 

intend to do in the next sections. 

 

Is Lebanon Ready for the Knowledge Era? In the case at hand, due to limited resources, 

priorities should be identified and a plan of action devised accordingly. However, given that 

the knowledge economy is still in its early stages it is advisable to adopt an experimental 

rather than a strictly planned strategy. This approach allows for greater flexibility and 

adaptability to an uncertain and fast moving economic and technological environment. This 

approach requires a strong supply side subsystem. It may also fit more the óLebanese 

mindsetô and perhaps this fit is really its most distinctive strength. 

 

The methodology adopted is a general methodology that will be applied to the Lebanese 

case but could also be applied to other MENA countries facing the overlapping 

difficulties and sharing similar socio-economic conditions.    

5.2. The Innovation Actors - Who is Involved in the NIS? 
Fundamentally, innovations are carried out by three types of actors: 

¶ The Makers. This includes actors involved in the knowledge production who are 

producing the services or products at any stage of the fabrication. This category is 

comprised of universities, research centers, but also the innovative SMEs and 

companies. It includes also Innovators who use their creativity and knowledge or 

skills. Their source of ideas is mainly located in scientific research. 

¶ The Enablers. This includes  actors  involved  in providing  a functioning 

innovation system such as the government with its wide variety of agencies 

responsible for establishing and enforcing rules, regulations  and laws, the  financial  

institutions responsible for allocating funds, the intermediate entities responsible 

for business support and development. 

¶ The Users. Among this category we find the entrepreneurs who exploit new 

technologies to propose new products or services and disseminate them. Such as 

the SMEs, government as customers, consumers. 

5.3. The Innovation Supply Side - Knowledge Generation and Technologies 

Production (KGTP) 
Issues related to the supply side of the NIS are issues concerned with the development, 

allocation, organization and management of the resources required to perform scientific, 

technological and innovation activities (OECD, 2014, ñOECD Reviews of Innovation Policy 

Columbiaò. 2014).  

 

The main purpose of the supply side pillar is to advance the knowledge frontier, develop new 

technologies, improve the human capital, including generating the specialized scientists and 

the skilled technicians required to innovate efficiently. 

 

Does Lebanon Really Need to Produce Technologies? Often and especially in new entrants 

to the knowledge economy, the production of knowledge and new technologies is neglected. 

This is evidently the situation in the Lebanese context. One may argue that a small country is 

unable to compete at the knowledge production level and should therefore adopt a strategy 

focused on providing services and satisfying well identified demands. For this reason, the 

supply side of the Lebanese national innovation system should not focus on knowledge 

production. Lebanon should instead prepare generations of well-educated people who can 
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best serve the global economy regardless the needs of the Lebanese economy and the wants 

of its society. Lebanon should plant the foundations for a real knowledge economy that might 

provide, in the long run, prosperity and sovereignty. 

5.4. The Innovation Demand Side - Knowledge Diffusion and Market Absorption 
According to J. Edler demand side innovation policy is ña set of public measures to increase 

the demand for innovations, to improve the conditions for the uptake of innovations or to 

improve the articulation of demandò (Edler, 2007). 

 

It is all about encouraging potential buyers, whether individual users, enterprises of different 

sizes or government, to ask, adopt and pay for innovative solutions, new or improved goods 

and services satisfying their needs and wants.  

 

In Lebanon and Arab countries at large, the national policies and the expertsô discourses have 

been focusing on the supply side. Creating synergies between supply and demand sides is 

instrumental for the success of the NIS.  

 

The demand side of the NIS is determined by three major types of actors: 1) 

Entrepreneurs, 2) SMEs, 3) Government. 

 
Entrepreneurs are mainly looking for new ideas, services or products to open new market 

opportunities. SMEs are more interested in improving the performance and efficiency of 

their industrial activities through new equipment, packages, services, etc. Governments 

are also important actors in the demand for innovation through their procurement policies. It 

is very important to distinguish between these three categories of innovation users because 

they require different policy instruments to support them. In this report, we wil l focus on Tax 

incentives addressed to SMEs in Lebanon. For entrepreneurs, access to finance and expertise 

are very important and this will also be discussed in the sections below.   

5.5. The Linking Intermediaries- Knowledge and Technologies Transfer  
The Knowledge and Technologies Transfer pillar of the NIS is perhaps the most obscure and 

confusing component especially in the Lebanese context where the integrated  NIS is yet to 

emerge and where each component is practically disconnected from the others. In this report 

we will describe the KTT function, list the actors involved and the factors affecting the 

quality of this function.  More specifically, we will examine the conditions for universities 

and enterprises to engage in KTT, the role of IPR, the most successful policy. 

 

Defining Technology Transfer. We are coining this function óKnowledge and Technology 

Transferô (KTT) as a function distinct from the pure óTechnology Transferô or \Technology 

Transfer and Commercializationô. In the literature and in implemented practices in different 

contexts, the term óTechnology Transferô refers to the movement of know-how, skills, 

technical knowledge, procedures, methods, expertise or technology from one organizational 

setting to another (Roessner, 2000).  
 

While technology commercialization, also known as research commercialization, refers to the 

valorization of research and intellectual assets by industry, or the process of taking an idea to 

market and creating financial value. It implies the selling, licensing of, or contracting of 

technology services, intellectual assets, and related-knowledge into spinoff creation and R&D 

collaboration (Zuniga and Correa, 2013). 
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Critical Importance of KTT.  This function is perhaps the most critical function in the 

innovation system framework. It is critical for linking and connecting the supply side 

represented by the knowledge generation actors and the demand side represented by the 

firms, enterprises and the market at large.  In the absence of such function the system will 

remain a set of unconnected components with no possibility to achieve its mission, reach its 

objectives and allow the nation to compete globally.  

Any strategy neglecting this crucial aspect is vowed to inefficiency and total failure. 

The figure shows the stages of the fabrication process, the investments needed at each 

stage and the type of investors involved. 
 
The dif ferent stages of the fabrication process are the following: 

¶ Early Research. Contributions are made to foundational science and knowledge, 

typically to research institutions at a laboratory scale, with limited immediate 

commercial returns.  The knowledge and information produced tends to be of 

benefit globally and are hard to keep secret and can be easily disseminated at low 

cost (Garnaut, 2011, p. 425) 

 

¶ The new knowledge is deployed to the real world via pilot, demonstration and first 

commercial-scale projects. These activities demand research bodies or fi rms take 

on significant r i sk as the technology  requires  proof in the intended operating 

environment and may not turn out to be cost competitive  at first, even in cases  

that  later  turn out to be commercially  successful. Some studies call this phase 

óthe valley of deathô, where most technologies fail either technically or financially 

(Grubb 2004; Murphy & Edwards 2003 cited in Garnaut, 2011, p. 425). 

 

¶ Market Uptake. From the moment new knowledge becomes realized in a tested 

product or service, it is then sold to the open market. Technologies at the market 

uptake stage are able to compete with other mature products in the marketplace, 

with successful instances being associated with falling costs as market share 

expands (Garnaut, 2011, p. 425). 
 

Figure 1: The different stages of the fabrication process 
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5.6. The Funding Process 
The integration of the fabrication process and the funding process is shown in the figure 

below. This dimension of the NIS is of the highest importance since the access to funds is 

required at all stages, from inception to market uptake. Failing at any stage will  kill  

irreversibly the whole process.   
 

The funding process is summarized into two main stages, 1) the Seed Round/Angel Round 

and 2) the Venture Capital Round: 

 

¶ The Seed Round/Angel Round First of all, the Seed Round is considered the stepping 

stone in the funding process. Seed capital is defined as ñthe initial capital used to start 

a business and often comes from the company founders' personal assets or from 

friends and familyò (Investopedia, 2015c).  

 

During this stage, the money that is usually given is of small quantities because the 

startup is still in the idea generation stage and is considered a high-risk investment at 

that point by potential VCs. The seed capital is required for research and development 

and to cover primary operating expenses until a product or service can start generating 

revenue (ibid). Ultimately, this helps in attracting VCs for the later stages which 

would need higher funds. There are multiple approaches to generate funds in the 

initial stages of development. One example is crowd funding, which is quickly 

becoming an important source of funding for seed-stage startups. Another example is 

a seed-stage ñsuper angelò or an Angel Round. An Angel Round is considered part of 

the seed round. These usually refer to funding below 1M USD. An investor in this 

round, referred to as an Angel Investor, is a wealthy individual who provides capital 

for a startup, usually in exchange for convertible debt or ownership equity. On 

average, angel investors receive about a 15% post-seed equity position in startup 

companies (Ahmed, 2015). Seed-stage startups can further approach incubators and 

accelerators for initial funds. Even though those two terms are often used 

interchangeably, there are key differences in the way each one is structured (Forrest, 

2014).  

 

¶ The Venture Capital Round Once the startup has gained enough traction with users, 

Venture Capitals (VCs) are approached. By definition, venture capitals are ñstartup or 

growth equity capital or loan capital provided by private investors (venture capitalists) 

or specialized financial institutions (development finance houses)ò (Business 

Dictionary, 2015). They are also referred to as ñrisk capitalò as they specialize in high 

risk financial enterprises (ibid). There are multiple stages within process of receiving 

a venture capital fund. In the course of raising capital, entrepreneurs will go through a 

four-phased investment-decision making process  

o Screening - considered as the first call and/or the first meeting between the 

associates and/or one or two partners with the VC. At this point, the investors 

evaluate the risks of the investment, the market size and the industry. These 

factors will help to determine if the startup and the idea proposed is a fit with 

the VCôs fund size and investment goals.  

http://www.investopedia.com/terms/o/operating_expense.asp
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o Socialization ï VCs that are interested and excited with a startupôs pitch and 

potential of the startup will mostly call for a second meeting in order to share 

their knowledge with other members of the firm. During this meeting, the 

startup team will pitch their ideas again but to a wider number of individuals, 

but not the entire VC firm. If this step proves fruitful, then the team moves 

onto the diligence phase. 

o Due Diligence ï research is conducted in order to evaluate the team, the 

market, the product roadmap and sales. As this process moves forward, VCs 

ask the team for clarifications on the market size, defensibility, risks, or 

competition. Deal structures are discussed at this point and the deal terms are 

outlined. Afterwards, a meeting is called upon with all the partners in the VC, 

referred to as the ñPartner Meetingò. The team should be briefed on all the 

diligence materials needed of them, key questions, and deal terms. 

o Decision ï VCs either provide deal terms to make decisions on their own or 

go through a voting procedure to seek approval for investment. Once approval 

is granted, a term sheet is prepared and the VCs must then convince the team 

(entrepreneur) to sign the term sheet and essentially partner with the firm. 

(Source: Tunguz, 2014) 

5.6.1. Breakdown of Funding Rounds 
Series A ï first level of VC involvement17. Funds in this category fall approximately between 

2M and 10M USD18. Typically in exchange for the funds provides, the VC takes about 10-

30% ownership equity in the startup. Some equity schemes can reach up to 50%. The equity 

scheme decided on is referred to as ñpreferred stockò, which is the first stock that is issued 

after what is distributed among the startup team members (partners and co-founders), friend 

and family and angel investors). 

 

Series B ï advanced level of funding where higher amounts of capital are received from the 

VCs and possibly other institutional investors. At this point, given the high value of funds 

given, previous Seed and Series A ownership percentages are diluted proportionately and the 

Series B investors typically receive 33ӎ% equity position in the startup.  

From this point, startups have already gained enough traction in terms of product 

development and have understood the key factors at play in the market in order to move on to 

the monetization phase. Series B is an intense and rigorous step which requires high levels of 

scrutiny and due diligence, not to mention legal resources.  

 

Series C ï final level of funding after the startup has proven success in the market place. This 

is undertaken when a startup is aiming to expand its market share, acquisitions, or to develop 

new products and services. Once this is completed, an Initial Public Offering19 (IPO) is 

conducted and the VC firms plans on executing its exit strategy from the company. Exiting 

typically takes 7 years to complete.  

                                                           
17 Unless there is a highly promising high technology startup that attracts VCs in the seed rounds 
18 Funds depend greatly on the firms and the stage at which the startups are at. Some firms give 500K USD for 

example.  
19 IPO is the first sale of stock by a private company to the public. IPOs are often issued by smaller, younger 

companies seeking the capital to expand, but can also be done by large privately owned companies looking to 

become publicly traded. 

 

http://www.investopedia.com/terms/p/privatecompany.asp
http://www.investopedia.com/terms/p/privately-owned.asp
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(Source: Ahmed, 2015) 

 

The integration of the fabrication process and the funding process is shown in the figure 

below. This dimension of the NIS is of the highest importance since the access to funds is 

needed at all stages from inception to market uptake. Failing at any stage will kill irreversibly 

the whole process. The figure shows the stages of the fabrication process, the investments 

needed and each stage and the type of investors involved. 

 

 
Figure 2: The funding stages, the funding instruments and the types of investors in the innovation chain 

5.7. Policy Framework - Government Role and Interventions 
Because innovation is critical, getting innovation policies right is also critical. As such, 

policymakers need to be able to differentiate, select and continuously adjust a strategic mix of 

innovation policies. Our focus in this report is on the policy framework as required in the 

ToR. Hence, it will be examined more carefully. 

 

Normally, and historically, the innovation activities and   operations are not the natural 

and immediate consequences of market logic alone. In most developed countries the 

intervention of the government through  a set  of policies  is critical for the success of 

any national  innovation  system  and ought to lead  eventually  to  the  prosperity, 

sovereignty and competitiveness of the nation. This is also a point to consider in the 

Lebanese situation.   

The role of government is to facilitate the process by: 

Å Supporting innovators through appropriate incentives and mechanisms, including, chiefly, 

the macro context 

Å Removing obstacles to innovative initiatives 

Å Encouraging the emergence of responsive entrepreneurs 

Å Forming creative and receptive populations through an appropriate education system. 

 

The aim of innovation policy. The aim of innovation policies is to foster the development 

of technologies that donôt yet exist and where the business models and markets are as yet 
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unknown. Organizations capable of inventing these technologies must be attracted or built 

and the result of their labor must be channeled into economic growth. 
 

Hence ð given the very real nature of innovations ð it is not necessarily advisable to 

rely on any long term planning processes, rather continuous adaptive experimentation, 

flexibility and responsiveness seem the most appropriate features policy makers should 

consider for a successful innovation framework.   Therefore, ñpolicy makers need to 

rapidly  develop  new  initiatives, cancel  those  that donôt  work,  scale  up those  that  

do, and then,  as new industries  grow,  continue  changing  their initiatives  in a highly 

adaptive processò (Breznitz 2014). Only then wil l policy makers keep pace with the 

industry, market and economyôs dynamic needs and capabilities.  

 

Innovation policy is therefore defined by legislative intervention to support the generation 

and diffusion of new products, processes or services. This encompasses a broad array of 

policies, programs, and initiatives, foremost of which is the ónational willô to create an 

environment for successful innovation (Edler, Cunningham, Gök and Shapira, 2013). 

Policies o f  course do not operate in a vacuum. Innovation policies of the past were profit 

oriented, and nationally focused. 
 
Today it is widely recognized that meeting challenges, ranging from environmental 

concerns, water availability or energy security, to caring for vulnerable populations, 

providing health and quality food, depends on innovation that seeks to simultaneously 

generate social value and economic value. 
 
In the Lebanese case a clear national strategy, prioritizing sectors, technologies and 

markets, is practically nonexistent. Therefore, it is perhaps more realistic to maintain a 

competitive advantage based on continuous and rapid responsiveness to a rapidly 

changing economic and technological environment. Hence, innovations and new products 

must emerge in a situation of solid support. Bottlenecks should be identified as swiftly 

as they arise and adequate policies should be immediately developed to relieve them. 

5.8. The Integrated NIS Model 
Finally putting all elements together, a representation of the NIS is given below: 
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Figure 3: The integrated National Innovation model 
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This model shows the different components of the NIS.  

It is worth noting that any system is part of a certain context and immersed in a specific 

environment. Hence it is worthwhile to consider the level of openness of any system including 

the NIS. 

 

In this context, openness means: 

¶ To what extent the NIS relies on international cooperation for research development and 

support 

¶ To what extend the NIS will  rely on foreign investments 

¶ To what extend  the NIS is geared towards exporting goods 

¶ To what extend the NIS supply side is taking advantage of Diaspora or Expatriates. 

6. Lebanonôs Innovation Profile: Wh at the Indices Tell about the LNIS 
The analysis of Lebanonôs innovation profile relies on different documents prepared by H. 

Charif, S. Hanafi and R. Arvanitis and supported mainly by CNRS and ESCWA in addition to 

other reports and studies compiled in the bibliography. We have also used the results of an 

innovation survey conducted by the CNRS and supported by the World Bank between 2012 and 

2013.  We have harnessed the information and data provided by these documents and inserted 

them into our NIS model, in addition to other information collected directly from key informants. 

In order to analyze the Lebanese innovation system and identify the weaknesses gaps and 

flaws, we will  adopt the failure model approach. This section will  describe two types of 

failure, the market failure and the system failure. It will  also provide a contextualization of 

these types of failure for the Lebanese situation. 
 

6.1. Market  Failure 
This is the traditional justification for failure theoretically underpinned by Nelson (1959) and 

Arrow (1962). The main argument is that knowledge is defined as a public good, which means 

that knowledge that is produced can and will be used by other actors (and externality). The 

creator of knowledge cannot appropriate all its benefits alone. This leads to sub-optimal 

knowledge production, as private returns are lower than public returns.  The role of public 

policy  therefore  is to provide incentives  for knowledge production  in public organizations,  

to give financial and other support to encourage  knowledge  production  and innovation 

activities in fi rms and star t up activities and to  create  framework  conditions (through  

intellectual property  rights)  that  grant  a temporary exclusivity for the commercial use of 

intellectual property as an incentive for innovation  generation  and exploitation. There is a 

virtue in this only when the private sector is nationalist or when it deploys the use of 

publicly funded knowledge in national production as opposed to transferring abroad. The 

transfer of nationally subsidized know-how abroad represents a fiscal leakage. 

6.2. System Failure 
The generation of knowledge and innovation is a collective and interactive endeavor, it needs 

broad capabilities and relies on exchange, co-operation and interaction so that 

complementarities and specializations can be brought together, both for the production of 

knowledge and innovation as well as between producers and users. It also needs supportive 
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and stable framework conditions. However, cooperation is costly and risky and demands on 

capabilities are constantly changing. 
 
System failures are those limitations in a system that stand in the way of providing the right 

framework conditions for innovative behavior (including market creation through 

standardization and piloting), the appropriate capabilities to create and use innovation and the 

right opportunities and abilities to interact and cooperate (on the supply side and between 

producers and potential users of innovation). The system and its actors thus need support to 

overcome those failures, through build-up of capability, through provision of intermediation and 

training, and through programs that support interaction and cooperation.  The open system of 

Lebanon is over-determined by more powerful systems and it is the degree of openness that 

regulates the autonomy Lebanon wil l have over instituting its innovation policies. 

6.3. Failures in the Lebanese Context  
 

A model for investigating reasons for óinnovation failureô in Lebanon must take into account 

the following central context specific factors. 
 

¶ Infrast ructural Failures. The failure of national infrastructure such as the provision of 

telecommunications networks, energy provision failures, and dated and slow 

transportation links 
 

¶ Governance Failures. Includes the Lebanese Stateôs  failure to implement its own 

policy provisions; enforcing the rule of law and equality before the law; regulations;  and 

smoothing cooperation between its own entities and the interaction between the public 

and private sectors 
 

¶ Capabilit ies Failures. These failures include limitations at the level of training and 

research provision provided by Lebanese universities and other relevant bodies 
 
¶ Sociocultural Failures. Lebanon is a risk averse society thanks to the political climate 

and it is a society enjoying too much capital. Innovation demands risk taking, grand 

visions and the courage to face multiple failures and undertake repeated experiments to 

reach and achieve an end. This courage is what separates those who succeed and 

those who fail. 
 

6.4. The Metric Approach - Innovation and Competitiveness Indices 
We will consider two main and three additional indicators in some details in order to grasp the 

gaps Lebanon is facing as compared with other countries and best practices. The two main 

indices are the óGlobal Innovation Indexô and óGlobal Competitiveness Indexô. The additional 

indicators refer to the óEuro-Mediterranean Charter for Enterpriseô, the óSME Policy Index for 

the Mediterranean and MENAô and the óKnowledge Economy Indexô of the World Bank.  

The GII and GCI will give a quantitative assessment of the innovation landscape in Lebanon as 

well as the business and financial climate. We will describe how these indices are designed and 
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how they will be useful in our analysis of the Lebanese National Innovation System (LNIS). In 

spite of their significance, we need of course to keep in mind that these indices alone will not 

provide a comprehensive perception of the situation, nor equip us with the tools for overcoming 

the challenges, obstacles and drawbacks of the LNIS.  

6.4.1. Main Indices 
 

Global Innovation Index. According to the World Intellectual Property Organization (WIPO, 

2015), the Global Innovation Index (GII) is an annual publication co-produced by WIPO, 

Cornell University and INSEAD, that ranks the innovation performance of 128 countries and 

economies around the world. The theme for the year 2016 is ñWinning with Global Innovationò 

(WIPO, 2016). Innovation driven growth is much sought after by both high-income and 

developing countries, however, some countries prove to be more successful at improving their 

innovation capacities. The top 5 highest scoring countries for the years 2015 and 2016 are shown 

below: 

Table 2: GII rankings for the years 2015 and 2016, showing Switzerland at the top for both years 

GII Ranking for 2015 GII Ranking for 2016 

1. Switzerland 1. Switzerland 

2. United Kingdom 2. Sweden 

3. Sweden 3. United Kingdom 

4. Netherlands 4. United States of America 

5. United States of America 5. Finland 

 

The figure below shows the framework of the GII 2016 and the different indicators taken into 

consideration to calculate the index. 
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Figure 4: Global Innovation Index 2016 Conceptual Framework (WIPO, 2016) 

 

According to the GII for 2015 and 2016, the profile for Lebanon is as such: 

 
Table 3: GII for Lebanon in 2015 and 2016 

Index  Score (0-100 or value (hard data)) Rank  

GII  2015 33.8 74 (out of 141 countries) 

Innovation Input Sub-Index 40.5 77 

Innovation Output Sub-Index 27.1 76 

Innovation Efficiency Ratio 0.7 87 

GII 2016 32.7 70 (out of 128 countries) 

Innovation Input Sub-Index 37.8 85 

Innovation Output Sub-Index 27.6 57 

Innovation Efficiency Ratio 0.7 41 

 

Lebanonôs GII score has decreased from 2015 (33.8) to 2016 (32.7), which indicates that 

although Lebanon has made progress in innovation, there remains multiple weaknesses that need 

to be addressed. GII scores that demonstrated weaknesses and strengths in Lebanon for the years 

2015 and 2016 are as such: 
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Table 4: Weaknesses in Lebanon based on GII for 2015 and 2016 

Year 2015 2016 

Sub-Pillars Score (0-100 or 

value (hard data)) 
Rank (out of 141 

countries) 
Score (0-100 or 

value (hard data)) 
Rank (out of 128 

countries) 

Political environment 26.5 127 24.3 120 

Political stability  and 

safety 

22.2 137 20.0 123 

Rule of Law 27.0 111 28.2 108 

Ease of resolving 

insolvency 

33.0 117 33.1 109 

Expenditure on 

education, % GDP20 

2.6 117 2.6 108 

Government 

expenditure/pupil, 

secondary level, 

%GDP/cap 

5.1 112 5.1 109 

Investment 25.1 123 27.7 103 

Global R&D 

companies, average 

expenditure top 3, mn 

$US 

-- -- 0.0 45 

General Infrastructure  29.2 76 24.4 109 

Ease of protecting 

minority investors 

49.2 93 43.3 104 

University/industry 

research collaboration 

31.4 115 31.4 108 

Royalty and license fees 

payments, % total 

trade 

0.1 107 -- -- 

High-tech imports less 

re-imports, % total 

trade 

2.8 126 3.9 110 

Knowledge impact 25.8 118 25.0 109 

Royalty and license fees 

receipts, % total trade 

0.0 95 -- -- 

Intangible assets 34.4 117 -- -- 

ICT 21 and business 

model creation 

37.7 127 45.5 110 

ICT and organizational 

model creation 

31.1 130 37.7 112 

 
Table 5: Strengths in Lebanon based on GII for 2015 and 2016 

Year 2015 2016 

Sub-Pillars Score (0-100 or 

value (hard data)) 
Rank (out of 141 

countries) 
Score (0-100 or 

value (hard data)) 
Rank (out of 128 

countries) 

                                                           
20 GDP is Gross Domestic Product 
21 ICT is Information and Communication Technology 
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Cost of redundancy 

dismissal, salary 

weeks 

8.7 24 8.7 21 

Pupil-teacher ratio, 

secondary level 

8.2 9 8.2 10 

Tertiary  education 47.0 25 42.0 38 

Tertiary  inbound 

mobility , % 

12.8 13 7.6 21 

Domestic credit to 

private sector, % 

GDP 

98.6 30 103.3 24 

Intensity of local 

competition 

75.3 28 -- -- 

Joint-venture 

strategic alliance 

deals/tr PPP$22 GDP 

0.0 21 -- -- 

ICT services imports, 

% total trade 

-- -- 1.7 27 

ICT services exports, 

% total trade 

-- -- 2.7 32 

FDI23 net inflows, % 

GDP 

6.4 24 6.5 21 

FDI net outflows, % 

GDP 

2.7 25 2.7 22 

Creative goods and 

services 

37.9 21 41.5 15 

Cultural and creative 

services export, % 

total trade 

1.3 8 -- -- 

Printing and publishing 

output manufactures, % 
4.2 7 4.2 1*  

*Highest scoring sub-pillar - Lebanon 

Global Competitiveness Index. The World Economic Forum annually publishes comprehensive 

series of reports that examine a multitude of global issues as part of its mission to improve the 

state of the world. Among such publications is the Global Competitiveness Report which 

provides an overview of the competitive performance of 140 worldwide economies for 2015-

2016 (WEF, 2015). The top 5 highest scoring countries include 1) Switzerland, 2) Singapore, 3) 

United States of America, 4) Germany, and 5) Netherlands. 

 

                                                           
22 PPP is Purchasing Power Parity 
23 FDI is Foreign Direct Investment 
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Figure 5: Global Competitiveness Index Framework 2015-2016 (Sala-i-Martin et al., 2015) 

According to the GCI 2015-2016 results, the profile for Lebanon is as such: 
 

Table 6: GCI 2015-2016 results for Lebanon 

Index/Sub-index Rank (out of 140 

countries) 
Score (1-7) 

GCI 2015-2016 101 3.8 

Subindex A: Basic Requirements 121 3.7 

Subindex B: Efficiency Enhancers 71 4.0 

Subindex C: Innovation and Sophistication Factors 67 3.6 

 

6.4.2. Additional Indices 

 

Euro-Mediterranean Charter for Enterprise. The Charter is a set of policy guiding 

framework which aims at improving the SME environment of 9 Mediterranean counties, referred 

to as MED countries (Algeria, Egypt, Israel, Jordan, Lebanon, Morocco, Palestinian Authority, 

Syria and Tunisia). 
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Since its adoption in 2004, the Charter has functioned as a guiding document for MED 

governmentsô policy building towards the private enterprise sector. It is structured under 10 

policy dimensions, as stated below.  

 

1. Simple procedures for enterprises 

2. Education and training for entrepreneurs 

3. Improved skills 

4. Access to finance and investment-friendly taxation 

5. Better market access 

6. Innovative firms 

7. Strong business associations 

8. Quality business support schemes and services 

9. Strengthening Euro-Mediterranean networks and partnerships 

10. Clear and targeted information 

 

Charter Methodology. As mentioned, there are 10 policy dimensions. Each dimension is 

divided into sub-dimensions, each of which consists of a set of indicators. In turn, each indicator 

is divided into 5 levels of policy development, categorized as such: 

 

Level 1. No structured policy intervention 

Level 2. Pilot projects have been developed but with no concrete policy approach 

Level 3. Basic elements to establish consistent policy approach exist but with no implementation 

Level 4 and 5. Refer to advanced levels of implementation/enforcement. At Level 5 in specific, 

policies at this stage are practiced in line with internationally recognized standards.   

 

For counties in transition, a half point is attributed, combining elements of the two levels 

covered. Furthermore, in order to improve the assessment results, a weight is attributed to each 

sub-division and each indicator, based on the importance given to each in relation to policy 

development for enterprises. Weight 3 indicates the most important, while Weight 1 indicates the 

least important. The final score is thus calculated as a weighted average of sub-dimensions and 

indicators.  

 

(Source: European Commission, OECD, and European Training Foundation, 2008) 

 

Below is an example of one of the scores for Dimension 1, with its sub-dimensions and 

corresponding indicators, for Lebanon (Ibid). 

 
Table 7: Dimension 1 scores for Lebanon in 2008 for the Euro-Mediterranean Charter for Enterprise  

Dimension 1 Sub-dimensions Indicator s Score for Lebanon 

Simple procedures for 

enterprises 

1. Institutional Framework 1.1. Delegation of 

responsibility for 

enterprise policy 

2.0 

1.2. Coordination with 

other ministries, 

stakeholders and civil 

society 

2.0 
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1.3. Enterprise 

development strategies 

2.5 

1.4. Clear task assignment 2.0 

Overall weighted average 

for sub-dimension 1. 

2.2 

2. Better legislation and 

administrative 

simplification 

2.1. Delegation of 

responsibility for 

regulatory reform 

2.0 

2.2. Strategy for the 

simplification of 

legislation 

2.5 

2.3. Review and 

simplification of current 

legislation 

2.5 

2.4. Elimination of 

redundant legislation and 

regulations 

2.0 

2.5. Cost-benefit analysis 

of new enterprise 

legislation 

1.0 

Overall weighted average 

for sub-dimension 2. 

2.1 

3. Cheaper and faster start-

ups 

3.1. Number of days for 

obtaining registration 

certificate 

4.0 

3.2. Number of steps for 

obtaining registration 

certificate 

5.0 

3.3. Official costs for 

obtaining registration 

certificate 

4.0 

3.4. Administrative 

identification numbers 

3.0 

3.5. Number of days for 

company identification 

number(s) 

1.0 

3.6. Number of days for 

overall registration process 

1.0 

3.7. Number of steps for 

overall registration process 

3.0 

3.8. Silence is consent 1.0 

3.9. Costs of registration 

for limited liability 

companies 

1.0 

3.10. Minimum capital 

requirements 

1.0 

3.11. One-stop-shops 

(regional investment 

centers, etc.) 

4.5 

3.12. Online registration 1.0 

3.13. Time required for 2.0 
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closing a business 

3.14.Cost required for 

closing a business 

2.0 

 Overall weighted average 

for sub-dimension 3. 

2.5 

 

Overall Dimension Scores for Lebanon (for 2008). Even though Lebanon has received poor 

scores in most of the Charter dimensions, for example in Dimension 2 Entrepreneurship (score of 

1.0), the country seems to be relatively prominent in regards to Dimension 4 Access to Finance, 

Dimension 6 Innovative Firms, and Dimension 7 Business Associations. Thus, Lebanon showed 

a well-developed institutional framework and has the capacity to conduct innovative and 

effective reforms (Ibid).  

 

 
Figure 6: The overall Euro-Mediterranean Charter for Enterprise dimension scores for Lebanon for the year 2008 

(European Commission, OECD, and European Training Foundation, 2008) 

 

It is important however, to mention that the above Euro-Mediterranean Charter for Enterprise 

was not meant to function as a ranking system for the 9 MED countries but was to be used to 

help the MED governments identify common priorities, exchange experience, learn from each 

otherôs activity and introduce elements of peer pressure (Ibid). 

 

SME Policy Index. Similar to the above mentioned Euro-Mediterranean Charter for Enterprise, 

also jointly organized by the OECD, European Commission and the European Training 

Foundation, the SME Policy Index for the Mediterranean and MENA (Algeria, Egypt, Israel, 

Jordan, Lebanon, Morocco, PA24 and Tunisia) is ña tool to support policy makers in tapping the 

full potential of SMEs as drivers for job creation and economic growth. The index covers areas 

of key relevance for enterprise development and builds on a set of policy indicators measuring 

the performance of participating economies in each of those areasò (OECD/EU/ETF, 2014). 
                                                           
24 PA: Palestinian Authority 
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The index updates the 2008 Euro-Mediterranean Charter for Enterprise and is also based on 10 

principles that ñguide the design and implementation of policies both at EU and national levelò. 

Those principles are: 

1. Create an environment in which entrepreneurs and family businesses can thrive and 

entrepreneurship is rewarded 

2. Ensure that honest (i.e. non-fraudulent) entrepreneurs who have faced bankruptcy quickly 

get a second chance 

3. Design rules according to the Think Small First principle 

4. Make public administrations responsive to SMEsô needs 

5. Adapt public policy tools to SME needs: facilitate SMEsô participation in public 

procurement and make better use of available state aid for SMEs 

6. Facilitate SMEsô access to finance and develop a legal and business environment 
supportive to timely payments in commercial transactions 

7. Help SMEs to benefit more from the opportunities offered by the single market. 

8. Promote the upgrading of skills in SMEs and all forms of innovation 

9. Enable SMEs to turn environmental challenges into opportunities 

10. Encourage and support SMEs to benefit from the growth of markets 

 

The SME Policy Index aims at ñproviding a structured and comparative evaluation of SME 

policies and initiatives by defining a countryôs position on a set of key SME policy dimensions 

(e.g. access to finance, business development services, administrative simplification, etc.). To 

facilitate the measurement, dimensions are further broken down into sub-dimensions (e.g. 

sources of finance, legal and regulatory framework for access to finance, financial literacy) and 

policy indicators (credit guarantee schemes, business angel networks, microfinance facilities, 

etc.). Each indicator (and by extension sub-dimensions and dimensions) uses a scale of 1 to 5 

(levels), where 5 broadly corresponds to good practiceò (see section on Euro-Mediterranean 

Charter for Enterprise) (Ibid). The following figure illustrates an example of the SME Policy 

Index framework, with a breakdown of dimensions, sub-dimensions and indicators. 

 

 
Figure 7: Breakdown of dimensions, sub-dimensions and indicators of the SME Policy Index for 2014 (OECD/EU/ETF, 

2014) 
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The results for Lebanon, as published in 2014, are as follows: 

 

 
Figure 8: Results for Lebanonôs assessment SME Policy Index, comparing 2008 to 2013 (OECD/EU/ETF, 2014) 

Lower scores are attributed to education and training for entrepreneurs, including womenôs 

entrepreneurship (Dimension 1), despite a growing innovation ecosystem in the country, as well 

as enterprise skills (Dimension 8.1). Top scoring dimension, however, remains access to finance 

for SMEs, yet this is challenged by a discrepancy in access to funding along the entire innovation 

chain (e.g. lack of seed/early stage financing. Refer to Section 10 of the report).  
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Knowledge Economy Index (KEI). This index is based on the Knowledge Assessment 

Methodology (KAM) of the World Bank, under which the Knowledge Index (KI) is measured 

for a country's ability to generate, adopt and diffuse knowledge. The KAM also derives the KEI, 

which is an aggregate index representing a countryôs or regionôs overall preparedness to compete 

in the Knowledge Economy (KE), which represents four  pillars, 1) Economic Incentive and 

Institutional Regime (EIR), 2) Education and Training, 3) Innovation and Technological 

Adoption, and 4) Information and Communications Technologies (ICT) Infrastructure.  

 

Methodologically, the KEI, which can be displayed as a óbasic scorecardô, is calculated based on 

the average of the normalized performance scores25 (0-10) of a country or region on all 4 pillars, 

mentioned above. Each pillar consists of 3 sub-pillars, making a total of 12 indicators (Bashir, 

2013).  

 

                                                           
25 The normalized value for an indicator for a particular country is equal to the number of countries ranked lower 

than that country divided by the total number of countries multiplied by ten. The index for each pillar is calculated 

on the basis of its being the simple arithmetic mean of the normalized values of the three indicators that make up the 

pillar (Bashir, 2013).  
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Breakdown of the Four Pillars of a KE and their Corresponding Sub-pillars  

 
Table 8: Breakdown of the 4 pillars of a Knowledge Economy with corresponding sub-pillars  

Pillar  Description Sub-pillar s Description Source of Data for 

Sub-pillar , Year 

1. Economic 

Incentive and 

Institutional 

Regime (EIR) 

ñIncentives that promote the efficient use 

of existing and new knowledge and the 

flourishing of entrepreneurshipò 

Tariff and non-tariff Barriers ñThe index measures the degree of 

economic freedomò 

Heritage 

Foundation's Trade 

Policy Index, 

200926 

Regulatory Quality ñThe index measures the incidence of 

market-unfriendly policies such as 

price controls or inadequate bank 

supervision, as well as perceptions of 

the burdens imposed by excessive 

regulation in areas such as foreign 

trade and business developmentò 

World Bank 

Governance 

Indicators, 200727 

Rule of Law ñThe indicator measures the extent to 

which agents have confidence in and 

abide by the rules of society. These 

include perceptions of the incidence 

of both violent and non-violent 

crime, the effectiveness and 

predictability of the judiciary, and 

the enforceability of contractsò 

2. Education 

and Training  

ñAn educated and appropriately trained 

population is capable of creating, sharing, 

and using knowledgeò 

Average years of schooling 

(>15 years old) 

ñThis variable is used as an 

aggregate measure of the educational 

stock in a countryò 

Barro and Lee, 

201028 

Secondary school enrollment ñSecondary education completes the 

provision of basic education that 

began at the primary level, and aims 

at laying the foundations for lifelong 

learning and human development, by 

offering more subject- or skill-

                                                           
26 http://www.heritage.org/index/ (Retrieved on February 16, 2016) 
27 http://info.worldbank.org/governance/wgi/index.asp (Retrieved on February 16, 2016) 
28 Barro, R. J. and Lee, J. W. (2010). A new dataset of educational attainment in the world, 1950-2010. National Bureau of Economic Research, Working Paper 

15902, April 2010, p. 1-49 

http://www.heritage.org/index/
http://info.worldbank.org/governance/wgi/index.asp
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oriented instruction using more 

specialized teachersò 

Tertiary school enrollment ñTertiary education, whether or not 

to an advanced research 

qualification, normally requires, as a 

minimum condition of admission, the 

successful completion of education at 

the secondary levelò 

3. Innovation 

and 

Technological 

Adoption 

ñAn efficient innovation system made up 

of firms, research 

centers, universities, think tanks, 

consultants, and other organizations can tap 

into the growing 

stock of global knowledge, adapt it to local 

needs, and create new technological 

solutionsò 

Royalty payments and 

recipients 

Considered as an input to the 

innovation system 

Development Data 

Platform29 (DDP), 

2007 

Patent counts ñPatents include utility patents and 

other types such as design patents, 

plant patents, reissues, defensive 

publications, and statutory inventions 

and registrationsò 

United States 

Patent and 

Trademark Office30 

(USPTO), average 

for 1993-1997 and 

2003-2007 

Journal Articles ñScientific and technical journal 

articles refer to the number of 

scientific and engineering articles 

published in the following fields: 

physics, biology, chemistry, 

mathematics, clinical medicine, 

biomedical research, engineering and 

technology, and earth and space 

sciencesò 

DDP, 2005 

4. ICT 

Infrastructure  

ñA modern and accessible ICT 

infrastructure serves to facilitate the 

effective communication, dissemination, 

and processing of informationò 

Number of telephones (per 

1000 people) 

ñThe indicator is the sum of 

telephone mainlines and mobile 

phonesò 

International 

Telecommunication 

Union31 (ITU), 

2007 Number of computers (per 

1000 people) 

ñThis is an indicator of personal 

computer penetration and useò 

Number of internet users (per 

1000 people) 

ñThe indicator relies on nationally 

reported data. In some cases, it is 

based on national surveys, in others it 

is derived from reported Internet 

                                                           
29 http://databank.worldbank.org/data/home.aspx (Retrieved on February 16, 2016) 
30 http://www.uspto.gov/web/offices/ac/ido/oeip/taf/reports.htm (Retrieved on February 16, 2016) 
31 http://www.itu.int/en/about/Pages/default.aspx (Retrieved on February 16, 2016) 

http://databank.worldbank.org/data/home.aspx
http://www.uspto.gov/web/offices/ac/ido/oeip/taf/reports.htm
http://www.itu.int/en/about/Pages/default.aspx
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Service Provider subscriber countsò 

References World Bank, 2012 World Bank, 2011 
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KEI for Lebanon  (for 2012) 

Based on reported for the year 2012, Lebanon ranked 81 out 146 countries in with a KEI score of 

4.56 out of 10. Lebanon went down 13 rankings since 2000 from a rank of 68 out of 146 and a 

KEI score of 4.95 out of 10. This is a reflection of the deficiencies in the knowledge and 

economy pillars of the country (economy, education, innovation and ICT). 

 

Thus, based on all the above mentioned indicators, we can draw a quick profile of the LNIS. 

 

Main weaknesses 

¶ Political instability  

¶ Difficult political environment  

¶ Limited expenses on education 

¶ Limited expenses on R&D 

¶ Weak collaboration between universities and industries 

¶ Inefficient infrastructure: Telecommunications, electricity , transport 

¶ Royalty fees receipts almost inexistent 

 

Main strengths 

¶ Very good tertiary education 

¶ High FDI inflows and outflows 

¶ Strong creative goods and services 

¶ Very important cultural and creative services export 

 

Accordingly we can observe that: 1) the inputs to the LNIS are limited and outputs almost 

inexistent, 2) Lebanon is facing a very challenging governmental issue in terms of governance, 

strategizing, planning, coordinating the different institutions and enacting laws, 3) limited 

collaboration between the two main pillars of the LNIS universities and industries, 4) high 

creativity and cultural exports, 5) excellent educated university graduates, and 6) strong banking 

sector.  

 

Based on the country profile for Lebanon as featured in the Report on the implementation of 

the Euro-Mediterranean Charter for Enterprise (2008), some priority areas have been 

identified.  

 

Institutional Policy Framework . It is important for Lebanon to reactivate the enterprise 

policy agenda (set back in 2005) in order to fit it in the new political and economic contexts 

emerging in this sector. Integrating SME support programs and re-launching of 

consultations with the private sector is needed in order to redefine priorities and update 

future work programs. 

 

Regulatory Reform. Work should proceed towards simplifying administrative procedures 

(MoET, MoF, and OMSAR32) so as to relieve SMEs from imposing administrative 

constraints. 

 

                                                           
32 OMSAR: Office of the Minister of State for Administrative Reform 
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Business Support Schemes and Services. Business development networks and centers 

need to be expanded in the country in order to use them as channels for executing 

government and donor-funded programs alike.  

 

Human Capital. Based on the scores for Dimension 2 Education and Training for 

Entrepreneurship, the assessment showed that there is a gap in terms of policy and delivery 

in lower and upper secondary levels of education, with a limited number of projects that 

promote entrepreneurship for students early on in school. Therefore, it is recommended to 

initiate dialogue between the private sector, NGOs and universities for a collective effort on 

determining how to promote entrepreneurship and entrepreneurial learning in schools. This 

could be done by providing school guidance and counseling services.  

7. The Innovation Supply Side - Policies to Enhance the Knowledge 

Generation and Technologies Production Capabilities 
In this section we will analyze the salient features of the LNIS on the supply side of innovation, 

describe the activities of the main actor in this area, the National Council for Scientific Research 

(CNRS), and then suggest a series of policies and measures aiming at enhancing Lebanonôs 

capabilities to generate knowledge and produce technologies. 

7.1. Spending on R&D 

The amounts spent on R&D in Lebanon remains extremely low compared to other countries. 

R&D national expenses do not exceed 0.2% GDP which is in line with most of other Arab 

countries but much lower than emerging and developed countries where this percentage is 

between 1.5-4% of their GDP. 

 

A closer look at this situation shows that a break down between the public and private 

investments in R&D are reversed compared to the most performing countries. In Lebanon, the 

share in R&D of the public sector, in spite of its weaknesses, is 70% and the private sector is 

20% while international support is at 10%.   

 

The survey conducted by CNRS and the World Bank in 2012-2013 shows the following. 

¶ Only 23% of all surveyed enterprises reported that they had a unit or section dedicated to 

Research and Development (R&D) activities. 

¶ However, 56% of the enterprises surveyed which lacked a department dedicated to R&D 

activities sought to improve their products and processes through collaboration with other 

entities. 

¶ Some of the firms that did not have R&D departments still managed to assign a small 

number of their employees to R&D activities.  

 

Spending on R&D activities by surveyed enterprises during the previous years in 2010 and 2011 

varied enormously between one enterprise and another. Immense variation in R&D spending 

among enterprises performing R&D activities during the years 2010-2011 was reported, given 

the high value of the standard deviation between the average amount spent on R&D in 2010 

(82,000 USD) and in 2011 (87,000 USD).   
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Only 7% of the enterprises surveyed, reported contracting R&D activities to other research 

centers and institutions. Spending allocated to subcontracted R&D activities varied between 27 

and 100%, presumably out of all R&D spending.  

 

The conclusion drawn by the World Bank is ñsans appelò. Lebanonôs entire industrial sector 

is weighed down by mediocre levels of innovation. Available information suggests that the 

country is underperforming with regard to a number of innovation indicators, even in comparison 

to countries of similar GDP and size. Improved competitiveness of Lebanonôs industrial 

enterprises must become an essential objective for future policies. Action is also needed on 

several fronts. Numerous hurdles lie ahead, however, attaining concrete objectives holds great 

benefits for economic growth and sustainable socioeconomic development. 

7.2. Human Capital Formation 

According to the Global Innovation Index 2016, Lebanese expenditure on education as a 

percentage of the GDP is 2.6% which ranks Lebanon 108 out of 128 countries (previously 

ranked 117 out of 141 countries in 2015) and is considered a major weakness. In reality, 

this indicator does not give accurate information on the educational system in Lebanon. 

Although the government does not spend much on education, this weakness is compensated by 

the parents who spend largely on the education of their children. 

In contrast, the real weaknesses of the human capital formation for innovation can be listed as 

follows: 

¶ Inadequacy and mismatch between the education offer and the job market 

¶ Vocational education and training remains very limited, as having access to skillful 

technicians is a critical condition for a successful innovation system 

¶ Brain drain is a major obstacle. According to a study conducted in 2013 by Mr. Omar 

Bizri from ESCWA, 45% of Lebanese graduates leave the country. This percentage is 

way above the average of other MENA countries, where this brain drain does not 

exceed 10%. 

 

It is clear that the weaknesses identified above are due to poor intervention by the government. It 

highlights the importance of governmental implication in implementing any innovation strategy. 

Strategies are available but the concrete tools to achieve their objectives and put in place 

recommendations are lacking. 

7.3. Structure of the Innovation Landscape ï Supply Side 

7.3.1. The Current Role of CNRS 

There is no ministry in charge of the national S&T policy making in Lebanon. However, in 

1962, the Government recognized the increased role of S&T in the countryôs socio-economic 

development and this why the National Council for Scientific Research (CNRS) was created.  

It maintains administrative and financial autonomy under the authority of the Prime Minister. 

 

The CNRS has three major  functions: 

1. An advisory function. The CNRS draws up the general outline of Lebanonôs óNational 

Science Policyô designed to develop research and optimize the use of Lebanonôs scientific 

resources for development purposes. It advises the government on all issues related to 
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science and national science policy.  It also carries out surveys and inventories of on-going 

research activities in private and public institutions throughout the country. 

 

2. A programmatic and implementation function.  This function mainly involves the 

implementation of the óNational Science Policyô, whereby the CNRS initiates, encourages 

and coordinates research activities. As part of this function, the CNRS runs several calls for 

proposals addressed to the overall Lebanese scientific community. It also runs and organizes 

scientific research activities within its work program and formulates work programs in 

cooperation with the appropriate ministries and the private sector. 

 

3. A research production function.  The CNRS manages and runs four research centers: 

1. The Centre for Geophysics 

2. The Centre for Marine Sciences 

3. The Centre for Remote Sensing 

4. The Lebanese Atomic Energy Commission (LAEC) 

 

In addition to managing its four research institutes, the CNRS runs the following integrated 

action program addressed to the Lebanese scientific community as a whole: 

¶ The  Science,  Technology  and  Innovation   Policy Program 

¶ The Research Grant Program (RGP) 

¶ The PhD Fellowship Program 

¶ The Science  and Technology  Culture Program 

¶ The CNRS Associated  Research Units (ARU) 

7.3.2. Achievements to Date 

It is worth noticing two initiatives of the highest importance that have a direct impact on the 

LNIS. 

 

1. Launch of the Doctoral School at the Lebanese University. It allowed many exceptional 

Lebanese graduates from science and engineering schools to pursue a PhD program in 

collaboration with international universities. As a direct consequence of this, similar PhD 

programs were also launched at the American University of Beirut (AUB) in 2010. 

However it remains difficult for Lebanese Post-Docs to find a job.  The local universities 

underuse them as teaching professors and the Lebanese industries lack the resources and the 

vision to hire them for research purposes. 

 

2. Implementation of the STIP recommendations. The creation of the Associated Research 

Units (ARUs) introduced an important possibility in the Lebanese innovation landscape and 

has had a vital impact on encouraging collaboration among Lebanese universities and 

research centers, allowing them to put together a critical mass of researchers working across 

disciplines.  It would be interesting to explore the possibility of involving the private sector 

and most importantly increasing the budget share of these ARUs. 
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7.3.3. Funding CNRS 
The main segment of the CNRS budget comes from the Lebanese government.  Over the last 

six years, the government contribution fluctuated between a low 3.1 million USD in 2003 and 

a high 4.5 million USD in 2005 and 2006. The total budget in 2006 was 5.766 million USD 

meaning that around 20% of CNRS budget is non-governmental, provided through 

international collaboration. 

7.4. Higher Education Law and the Regulatory Instruments for R&D  

From the supply side perspective, the most important regulatory instrument is the law 

governing the activities of universities in Lebanon. This law was issued and validated in Apr i l  

2014. According to this law, it is stipulated that one condition for a higher education 

institution to deserve the title of ñuniversityò is to allocate 5% of its annual budget for research 

activities. Hence, each of the 44 universities in Lebanon should allocate this corresponding 

amount to research. If this law is enforced, the total amount budgeted for research will jump 

from 10-20 million USD per year to at least 200 million USD per year. The impact on the 

Lebanese Innovation System will  be huge. One may ask whether Lebanon has the capacity to 

absorb this amount of investments in research. The answer is a definite yes. Investing in 

research may contribute to reducing brain drain and even in reversing it. This will  open 

opportunities for fresh graduates to work in R&D.  It will also force these universities to more 

seriously consider the option of collaborating together on competitive research programs. 

 

According to the new higher education law, every university must dedicate 5% of its budget to 

research. The implementation of this law remains very problematic, due to the fact that most 

Lebanese universities are teaching ones, where the main purpose is to provide a good quality of 

education for the students. Research is mainly conducted in the first-tier universities, namely, 

AUB, Université Saint Joseph (USJ), and the Lebanese University. However, none of these 

universities is currently dedicating 5% of its budget to R&D. The availability of means is vital in 

order to implement this law.  

 

According to the General Director of the Ministry of Education, all universities will be under 

scrutiny for the implementation of this law. The mechanism that is considered is of an 

accounting and financial nature. The details of such mechanisms were not communicated, 

however. Such mechanisms, although important to enact the law, are definitely insufficient to 

reach the desired objective. 

7.5. Enhancing Knowledge Generation and Technology Production Capabilities 

(KGTP)  

7.5.1. The Metric Approach - Innovation and Competitiveness Indices 

The GII 2016 and GCI 2015-2016, discussed in Section 6.4 of the report, give a quantitative 

assessment of the innovation landscape in Lebanon as well as the business and financial climate, 

as related to the supply side of innovation. The results of both indices serve as arguments 

pushing for the suggested policy measures, cited below.   
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i. Global Innovation Index 2016 

 

The GII 2016 Framework. Below is the framework for the GII that shows the top indices, and 

sub-indices. The boxes highlighted in red cover the supply side of innovation indices, considered 

in this document.  

 

 
Figure 9: Global Innovation Index 2016 Conceptual Framework33 

The following table indicates the results per index and sub-index for Lebanon, concerning the 

supply side of innovation, highlighting (in yellow) the weaknesses of the country in this pillar.  

 
Table 9: GII  2016 results per index and sub-index for Lebanon (yellow highlights major weaknesses) 

GII 2016 

Index Nb. In the 

Framework 

Subindex Score (0-100 

or value (hard 

data)) 

Rank (out of 128 

countries) 

2. Human Capital 

and Research 

 29.8 76 

 2.1. Education 31.9 107 

    2.1.1. Expenditure on education, % GDP34 2.6 108 

    2.1.2. Government expenditure/pupil,      

secondary level, %GDP/cap 

5.1 109 

                                                           
33 World Intellectual Property Organization/Cornell University/INSEAD. (2016). Global Innovation Index 2016. 

Beijing, China and Geneva, Switzerland 
34 GDP is Gross Domestic Product 
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2.2. Tertiary Education 42.0 38 

    2.2.1. Tertiary enrolment, % gross 42.8 60 

    2.2.2. Graduates in science and engineering, % 23.3 34 

2.3. Research and Development (R&D) 15.4 48 

    2.3.1. Global R&D companies, average 

expenditure (top 3, mn $US) 

0.0 45 

5. Business 

Sophistication 

 31.7 63 

 5.2. Innovation Linkages 27.4 76 

    5.2.1. University/industry research collaboration 31.4 108 

5.3. Knowledge Absorption 27.1 71 

    5.3.1. Intellectual property payments, % total 

trade 

0.1 88 

    5.3.2. High-tech imports less re-imports, % total 

trade 

3.9 110 

6. Knowledge and 

Technology 

Outputs 

 22.4 74 

 6.1. Knowledge Creation 14.9 55 

    6.1.4. Scientific and technical articles/bn PPP35$ 

GDP 

13.3 53 

6.2. Knowledge Impact 25.0 109 

    6.2.5. High and medium- high-tech- manufactures, 

%  

22.0 53 

7. Creative Outputs  32.8 51 

     7.1.3. ICT36 and business model creation 45.5 110 

    7.1.4. ICT and organizational model creation 37.7 112 

 

Other than the major weaknesses of the country, the GII 2016 also served to highlight the data 

that was reported óNot Availableô for the profiling of Lebanon. This is a cause for alarm given 

that the lack of available data in the innovation system has been a major hurdle in the policy 

making process, further debilitating the progress of the ecosystem.  

 

Below is a list of the data reported as ónot availableô for the GII 2016 of Lebanon.  

 
Table 10: Data marked óNot Availableô in the GII 2016 for Lebanon 

Data Not Available 

Index Nb. In the 

Framework 

Subindex 

2. Human Capital and 

Research 

 

 2.3. Research and Development (R&D) 

    2.3.1. Researchers, FTE37/mn pop 

     2.3.2. Gross expenditure on R&D, %GDP 

5. Business Sophistication  

 5.3. Knowledge Absorption 

                                                           
35 PPP: Purchasing Power Parity 
36 ICT is Information and Communication Technology 
37 FTE: Full-time equivalent 
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    5.3.5. Research talent, % in business enterprise 

6. Knowledge and 

Technology Outputs 

 

 6.1. Knowledge Creation 

    6.1.1. Patents by origin/bn PPP$ GDP 

    6.1.2. PCT38 patent applications/bn PPP$ GDP 

    6.1.3. Utility models by origin/bn PPP$ GDP 

6.2. Knowledge Impact 

    6.2.2. New businesses/th pop. Age 15-64  

7. Creative Outputs  

     7.1.1. Trademarks by origin/bn PPP$ GDP 

    7.1.2. Industrial designs by origin/bn PPP$ GDP 

 

Not having availability for crucial data such as number of researchers, expenditure on R&D, 

research talent and how much intellectual property is being generated, from patents to utility 

models to industrial designs and the further mismatch between the underperformance of the 

R&D system and the potential of Lebanese creativity as implied by the above GII 2016 set of 

indicators, are strong arguments in favor of enhancing the knowledge productivity in Lebanon. 

ii.  Global Competitiveness Index 

 

The GCI Framework. Below is the framework for the GCI 2015-2016 that shows some of the 

indices relevant to the supply side of innovation, marked by the red boxes. 
 

                                                           
38 PCT: Patent Cooperation Treaty 
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Figure 10: Global Competitiveness Index Framework 2015-201639 

The following table indicates the results of the GCI 2015-2015, per pillar and sub-pillar for 

Lebanon, concerning the supply side of innovation, highlighting (in yellow) the weaknesses of 

the country.  
 
Table 11: The results per pillar and sub-pillar for the GCI 2015-2015 of Lebanon (supply side pillars) highlighting (in 

yellow) the weaknesses of the country 

GCI 2015-2016 

Pillar  Nb. In the 

Framework 

Sub-pillar  Value (1-7, 

unless indicated 

otherwise by an 

asterisk*) 

Rank (out of 140 

countries) 

5. Higher Education 

and Training 

 4.5 58 

 5.2. Tertiary education enrolment, gross %* 47.9 54 

5.3. Quality of the education system 4.9 19 

5.4. Quality of math and science education 5.6 6 

7. Labor Market 

Efficiency 

 3.8 109 

 7.8. Country capacity to retain talent 2.6 122 

7.9. Country capacity to attract talent 2.4 127 

12. Innovation  3.1 95 

                                                           
39 World Economic Forum (WEF). (2015). The Global Competitiveness Report 2015-2016. Geneva, Switzerland  
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 12.1. Capacity for innovation 4.3 45 

12.2. Quality of scientific research institutions 3.3 98 

12.3. Company spending on R&D 2.9 103 

12.4. University-industry collaboration in R&D 2.9 118 

12.5. Government procurement of advanced tech 

products 

2.6 132 

12.6. Availability of scientists and engineers 4.8 27 

12.7. PCT patents, applications/million pop* 1.7 59 

 

The mismatch between the underperformance of the R&D system and the potential of Lebanese 

creativity and talent is further emphasized in the above table, whereby availability of scientists 

and engineers scores high (4.8 out 7) but is met with low scores for company spending on R&D 

(2.9 out of 7) and more importantly, low university-industry collaboration in R&D (2.9 out 7).   

Furthermore, the need for Diaspora to collaborate is also apparent with low capacity to attract 

and retain talent in the country.  

 

Therefore, the GII 2016 and GCI 2015-2016 results are key driving tools towards the 

enhancement of the knowledge productivity in Lebanon, leading to the following set of policy 

measures. 

7.6. Policy Measures to Enhance KGTP 
The objective of the policies listed below is to enhance the overall knowledge and technology 

generation capabilities. 

 

In Lebanon, R&D is conducted in universities. It has been shown from different indicators that 

the performance of these universities remains extremely weak. In this section, a certain number 

of policies aiming to enhance the innovative research capabilities of the Lebanese universities 

are suggested. 

7.6.1. KTG Policies at the Level of the Government: The Role of MoEHE and CNRS 

The CNRS, one of the most important Lebanese agencies in designing, implementing and 

funding science and technology strategies, should be involved in the process of controlling the 

enactment of this law. This will assist in monitoring and evaluating the real allocation of these 

budgets to research.  

 

Practically, a council formed of representatives of the universities and including members 

of CNRS , MoEHE and external experts should be formed to follow up this matter, provide 

advice for universities and recommend sanctions when or if necessary . This council should 

reports to MoEHE. 

 

Besides this governance-like measure, it is important to find the right mechanisms to assist the 

universities in promoting innovative research. In the section below, a set of policies and 

measures that ought to help universities achieve this goal is specified. 

7.6.2. Strengthening the Pivotal Role of CNRS 

Additional measures can be taken by CNRS to enhance Lebanonôs capabilities in terms of 

innovative research. CNRS is clearly the pillar of research activities. Its role should be 

strengthened and extended. Adequate financial means and the required workforce should be 
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allocated to it. More precisely, the research, development and innovation landscape is changing 

very quickly due to the transition of the world from an industrial era to a knowledge era.  

 

Accordingly CNRS needs to adapt itself to this major transformation. One of the most important 

changes emerging is that research is not performed in universities alone anymore, but it is taking 

on a more collaborative effort involving a variety of actors including not only universities but 

also, for example, private firms and independent research centers. Hence, the mandate of CNRS 

in supporting university research mainly should be extended to cover a wider range of 

organizations involved directly in conducting research. Below is a list of measures CNRS may 

take to increase the quality and scope of research in Lebanon: 

o Promoting national collaboration. ARUs initiated in 2010 are a very important 

instrument to encourage collaboration among Lebanese universities. Higher 

budgets could be allocated to ARUs and streamlining the procedures in receiving 

and spending funds could be useful. 

o Promoting regional collaboration with MENA  countries. MENA countries are 

a big reservoir of competencies and talents that could be very useful in mobilizing 

a critical mass of researchers around a new research project. They constitute a 

huge market to absorb research, with high potential for commercialization.  One 

example of such collaboration could be toward the creation of an Arab 

Specialized Research Fund focusing on a specific domain, such as the 

Computational Arabic Language. 

o Promoting collaboration with Diaspora. Diaspora can play a pivotal role in 

supporting the LNIS. In terms of strengthening the KGTP, a Portal is suggesting, 

having in its core a database of all Lebanese scientists around the world, 

allowing connectivity and access to competencies and international 

collaboration. CNRS can host such portal. 

o Promoting collaboration with a wide range of international organizations. 

CNRS and MoEHE have been very active in creating strong bonds with 

organizations such as AUF, ESCWA, World Bank, and the EU. It is crucial to 

develop these relations and extend it to Asiatic and American countries. 

7.6.3. KGTP Policies at the Level of Universities 

o Promoting research and innovation by considering two types of professors, 

1) the education-oriented, and 2) the education-and research-orientated.  

For the second type, they should be released from a certain number of credits 

allowing them to dedicate more of their time to research. Most of the 

Lebanese universities assign 12 credits for teaching to a full time professor. 

This is clearly a heavy load. Reducing this load to 6 for research-oriented 

professors would be an important step forward in supporting the research and 

innovation capabilities of the university. 

o  Academic promotion rules. The promotion rules should be adapted to 

encourage research-and education-professors by taking into consideration 

their innovative research output.  
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This consideration would look at indicators like patents, research 

collaboration, projects with other universities or with the industrial sector. In 

the current situation, the main criteria looked at with regards to the promotion 

of professors is the number and quality of publications and the satisfaction of 

the students. This approach does not encourage collaboration with other 

researches or with the industry and other sectors of the economy. It leads to an 

individualistic approach to research which is not efficient and, for this reason, 

is no longer practiced anywhere in the developed world. 

o Extending the function of university laboratories. Laboratories in the 

Lebanese universities are mainly used for teaching purposes. Besides this 

important activity, new labs with clear innovative research orientation should 

be established. This requires access to funds and human resources. The 

universities themselves could fund these laboratories, but a new mechanism of 

funding should be introduced through either private or public funding 

agencies or a combination of both.  

 

The CNRS can play an instrumental role in this respect. For example, the CNRS can channel 

funds not only to individual researchers or teams of researchers but also for setting up 

laboratories. This can contribute to better control over university spending on research and 

integrate these expenses into the global national strategy designed by CNRS. In this light, this 

equipment should be tax free. 

o New careers opportunities for professional researchers and research 

technicians at the university. Concerning human resources, it is important that 

universities consider other types of hiring than professors and administrators.  It is 

crucial to have new functions such as researchers with its specific carrier path in 

addition to technicians helping and supporting the research activities within the 

labs. The position of researcher is another means to reverse brain drain and anchor 

researchers in Lebanon that will serve and enhance the performance of the LNIS.  

Technicians are crucial for conducting innovative research. Taking care, 

maintaining and using sophisticated equipment needs highly qualified technicians. 

They are also essential in the fabrication process of new prototypes. One 

important and non-negligible side effect of such a measure would be in improving 

attractiveness of technician careers.  Another positive side effect is contributing to 

reversing brain drain by providing job opportunities for researchers. 

o Launching challenging innovative research programs. Based on priorities or 

opportunities identified by researchers, entrepreneurs, universities, industries or 

government, new research programs can be launched within the universities, 

across them or on a collaborative level with different actors or stakeholders 

involved with the objective of such research program. 

o Research centers. In Lebanon, there are 7 research centers. It is important to 

increase the numbers of such centers, which are places in which researchers from 

diverse universities and different horizons can collaborate and produce 

innovations. The current problem of mobilizing a critical mass of researchers and 

focusing their effort on specific types of innovations is a very important drawback 

in the LNIS. Establishing more of such centers can therefore help overcome these 

challenges. 
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7.6.4. Policies to Enhance the Ecosystem Supporting KGTP   
In order to improve the efficiency of the research and innovation generation, the ecosystem 

interacting directly with it should also be supported. Below is a list of policies that can help 

nurture this ecosystem. 

o Encouraging the culture of innovation and creativity in schools. The 

Lebanese educational system follows a very conventional approach, in which 

creativity is not encouraged. It is of critical importance to overhaul the 

educational system so that the creativity of pupils can be enhanced. This is a 

long term policy that could be implemented gradually and iteratively in some 

schools after a period of maturing concepts and ideas.  

o Encouraging associations and foundations to support Ph.D. students. 
Many associations are supporting students in getting their Ph.D. It is 

recommended to increase the number of students benefiting from such support 

and hence indirectly supporting the Ph.D. scholarship programs managed by 

CNRS. 

o Providing training courses and certificates in managing research 

programs. Managing collaborative research programs is becoming more and 

more specialized and sophisticated and because of this it requires advanced 

skills. Providing the opportunity for future lab directors or research program 

directors with the opportunity of acquiring these skills through well-defined 

curriculum prepared by universities or CNRS is crucial for support at the 

managerial level research and development in Lebanon. 

8. Strengthening the Business Climate - Support of the Innovation Demand 

Side 
Unless innovations are translated into goods and services they remain useless and disconnected 

from the economic and societal needs with no impact on growth and prosperity. The 

sustainability of innovation production is strongly linked to the market unmet or latent demands.  

 

In this section, we will examine the role of the key agencies involved in supporting the growth of 

the private sector, or regulating its activities. We will focus on IDAL, Lebanese Petroleum 

Administration (LPA) and LIBNOR. Then we will discuss the legal framework focusing on tax 

regulations. We will examine tax incentives measures as a mean to boost demand for innovation 

and engage the SMEs in the process of innovation.  We will expose some international practices 

showing the variations in this respect before recommending for Lebanon what seems to be the 

most adequate set of policies to support the Innovation demand side.  

8.1. The Business Climate and Access to Finance: Are the SMEs the Main 

Innovation Driver?  
 

Structure of the Lebanese Private Sector. According to World Bank, the ñprivate sector in 

Lebanon is dominated by small firms where more than 99 percent of all private enterprises have 

fewer than 50 employees, of which 93 percent have fewer than 5 employees. Lebanon has 

also established itself as a creative hub for the MENA region. In 2011, services accounted for 

79.7 percent of GDP and 70 percent of the labor forceò (World Bank, 2014). 

 



62 

 

Relative to other countries in the MENA region, Lebanon does well  in terms of lending to SMEs. 

These results are largely due to the multiple incentive programs and support to SME lending 

provided by the government of Lebanon and BDL since 2000. These initiatives include 

subsidizing interest payments of SME borrowers, extending special guarantees to SMEs, and   

granting   exemptions on compulsory reserves of creditors. Initially focusing on projects in 

agriculture and industry, these schemes were gradually expanded to include other sectors such as 

information and communication technology, environment and energy-efficient projects, and 

tourism and housing industries. According to the same World Bank report (ibid), the current 

financial environment leaves three substantial gaps in Lebanonôs innovation system. The first 

gap is funding at the early concept stage where entrepreneurs need to develop their ideas 

into a viable concept and product; the second and third  gaps are related to the absence of 

seed and early stage venture finance, respectively. 

 

Strong Vitality of the Industry.  Despite the weak support from the government, and tough 

business condition, manufacturers are able to compete internationally.  A study conducted by 

Atallah and Srour in 2013 shows the following: 

 

Å Exports per capita doubled between 2000 and 2007, from $600 million to $1.25 billion 

Å Exports as a percentage of GDP rose from 14 percent in 2000 to 25 percent in 2007 

Å Lebanese industrialists manufactured 103 new products between 2000 and 2008, of which 40 

were highly sophisticated. These include ceramics, glass pigments, self-adhesive plates, 

paper board, and glasses for spectacles, watches, spoons, forks, clock cases, and watches, 

among other goods 

Å The overall level of export sophistication witnessed a substantial increase of 36% from 

2000 to 2008 
 
These observations confirm the necessity to consider innovation as a main driver for 

Lebanese enterprises to compete internationally and hence the importance for the government 

to support innovation more directly in the industrial sector to sustain such success. 

8.2. Entrepreneurship as a New Economic Sector 
In the world today, innovation has become the forefront of economic development and 

competitive markets in countries. The main driver of innovation is without a doubt the multi-

faceted human factor that incorporates actors such as schools, institutions, industry, R&D, 

funding, markets and government. These actors are collectively essential for providing 

knowledge and promoting entrepreneurship in specific (Idlebi, 2014). The latter has gradually 

become a new economic sector to watch out for. Entrepreneurship essentially creates new 

businesses, which in turn adds to national income.  

 

New employment is created as a result of new goods and services, which add to further 

economic development. Given that entrepreneurial ventures generate wealth, increased 

employment and higher earnings contribute to improved national income. In turn, higher 

revenues generated can be used to invest in other sectors that may be considered lagging, such as 

human capital.  

 

Entrepreneurship also creates social change and enhances community development. New goods 

and services that move away from tradition and enhance creative and innovative freedom allow 
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for a reduction in the use of obsolete systems and technologies which overall result in a better 

quality of life, better morale and economic prosperity (Shobhit, 2016). Furthermore, 

entrepreneurship is tied to supporting community projects and providing support financially to 

charities and organizations.  

 

On the other hand, key challenges to the emerging market for entrepreneurs is the 1) high cost of 

failure, 2) lack of role models and mentors, 3) limited management expertise, 4) lack of trust and 

5) limited access to smart capital (Endeavor Lebanon, 2016).  

8.3. The National Authorities and their Potential Role: The Central Role of IDAL 
In 2001 a law on the promotion of investments in Lebanon, Law No. 360, was promulgated 

establishing the National Administration for the promotion of investments, named the 

Investment Development Authority of Lebanon (IDAL). In Article 6, paragraph 12 of the 

Law No. 360, it is stated that the IDAL is responsible for ñparticipating in the capital of joint-

stock companies for the establishment and management of incubators to support innovators in 

the field of technology, information technology, communication, and other sectorsò (IDAL, 

2001).  

 

More recently, IDAL had announced in 2011 that amendments were to be made to the 

Investment Law No. 360, in order to align current legal frameworks with national and 

international needs. IDAL stated that given Lebanonôs technological advances in industry since 

2001, the law would have to be amended to focus on investments that are dominated by 

ñtechnology-oriented industries and by industries with higher use of technologies and 

innovationò (Economy and Ecology Online, 2011). In fact, in the period between 2003 and 2010, 

IDAL had created 4,760 jobs, with projects within the industry sector accounting for 17% of the 

total investments made during this period (Economy and Ecology Online, 2011).  

 

There are no tax schemes or direct measures to promote business R&D in Lebanon. However, 

there are other existing incentives applicable to investment projects that are dictated by the 

Investment Law of Lebanon. Law No. 360 dated August 16, 2001, last amended in 2011, 

divides Lebanon into three investment zones, with each zone eligible to receive different 

incentives (Article 10 of Law No, 360). Areas falling within Zone A (coastal area), B (center) 

and C (north and south) benefit from the exemptions, reductions and facilities that are mentioned 

in Article 11, 12, 13 of the Law No. 36, respectively (OECD MENA, 2007; IDAL, 2001). 

 

Furthermore, the Association of Lebanese Industrialists (ALI)  has played a key role in the 

promotion of innovative SMEs and other enterprises by coordinating with a number of financial 

organizations and entities to support industrialists. One such example is the cooperation of ALI 

with the Lebanese American University Continuing Education Program (LAU-CEP), which is 

working on setting up programs to help industrialists/enterprises develop skills, knowledge and 

abilities that are needed for them to compete in local and international markets. Additionally, the 

ALI is cooperating with BLOM Bank to offer businesses financial support in order to encourage 

a thriving and productive sector (ALI, 2012).  

 

Over the years, particularly after 2005, attention shifted in Lebanon towards SMEs and more 

considerably towards entrepreneurship. The role of Lebanonôs different ministries involved in 
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the support and promotion of innovative SMEs has been significantly highlighted. One such 

ministry is the Ministry of Economy and Trade (MoET).  

 

The MoET coordinates with a number of organizations and programs, such as the following: 

- Lebanese Industrial Research Achievements Program (LIRA) ï provides networking 

and R&D services targeted to all SMEs that seek R&D to advance their industry, within 

the industrial and technological sector 

- Center for Innovation and Technology (CIT ) ï established to secure sustained support 

and innovation to manufacturing industries. Main services include networking in terms of 

matching academia with industrial SMEs, training, and access to funding for research. 

All sectors are targeted with focus on local industrial SMEs and universities as well as 

individual researchers and research institutes (MoET, 2015b).  

 

The Lebanon Petroleum Administration  (LPA) 

The LPA, established in 2012, is in charge of managing the petroleum sector in Lebanon with the 

main objective of creating the best possible ñvalue for the economy and society resulting from 

the activities undertaken in the oil and gas industry while protecting the environmentò (LPA, 

2014a). The functions of the authority are performed in coordination with international 

organizations, academic and civil societies as well as other government entities. Through a 

transparent and sustainable process, the LPA is responsible for the following tasks: 

 

¶ Preparing studies promoting the potential petroleum resources in Lebanon 

¶ Reporting to the Minister of Energy and Water on the evaluation results of the 

qualifications and capabilities of bidders seeking to obtain petroleum rights 

¶ Preparing the invitations to bid, the specifications, the relevant permits and the 

agreements related to the Offshore Petroleum Law 

¶ Supporting the Minister of Energy and Water in the negotiation of the terms of the 

exploration and production agreements with the companies and presenting the results of 

the reports to the Minister of Energy and Water to support in final decision making at the 

Council of Ministers 

¶ Managing, following up, supervising, and monitoring all petroleum activities, ensuring 

proper implementation of the licenses and agreements, and reporting the results regularly 

through quarterly reports for approval by the Minister of Energy and Water 

¶ Evaluating plans for field development, petroleum transportation, decommissioning, and 

removal of facilities 

¶ Managing the data associated with the petroleum activities 

¶ Handling and managing the petroleum register 

 

There are six main technical departments within the LPA: 

1. Strategic Planning  

2. Technical and Engineering  

3. Geology and Geophysics  

4. Legal Affairs  

5. Economic and Financial  

6. Quality, Health, Safety and Environment  

http://www.lpa.gov.lb/department-planning.php
http://www.lpa.gov.lb/department-technical.php
http://www.lpa.gov.lb/department-geology.php
http://www.lpa.gov.lb/department-legal.php
http://www.lpa.gov.lb/department-economic.php
http://www.lpa.gov.lb/department-quality.php
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The Law 132 of 2010, known as The Offshore Petroleum Resources Law (OPRL) applies to 

ñpetroleum activities within territorial waters and waters of the Exclusive Economic Zone (EEZ) 

in connection with Hydrocarbons subject to Republic of Lebanon jurisdictionò. Moreover, the 

Petroleum Activities Regulation is present within the decrees of the OPRL, which essentially 

regulates ñthe legal representation of the right holder, the management system, the general duties 

of the operator and the right holder, the strategic environmental assessment, the exploration and 

production rights, the petroleum production and transportation, and the cessation of petroleum 

activities and decommissioningò, among other activities (LPA, 2014b). 

8.3.1. Regulatory Authorities in Lebanon 

 

LIBNOR 

 

LIBNOR, the Lebanese Standards Institution, was established in 1962 and is a public institution 

attached to the Ministry of Industry. LIBNOR is entrusted to prepare, publish and amend 

national standards by means of its appointed technical committee. Even though Lebanese 

standards are considered voluntary by nature, some may be made mandatory by a decree from 

the Council of Ministers, given public health, safety and national interest purposes. LIBNOR is a 

member of the International Organization for Standardization (ISO), as well as a number of other 

international organizations (ex. the Arab Industrial Development and Mining Organization 

(AIDMO), the Association Réseau Normalisation et Francophonie (RNF), an Affiliate Member 

of the European Committee for Standardization (CEN), as well as the Codex Alimentarius 

Contact Point in Lebanon (LIBNOR, 2014c).  

 

LIBNORôs main mission is to 1) improve the quality and safety of products, services and 

organizations, 2) protect the environment and the well-being of society in Lebanon, and 3) 

enhance economic development and business competitiveness, by developing and promoting 

consensus based standards, training programs and conformity assessment schemes (LIBNOR, 

2014a). 

 

Examples of decrees governing the institution are seen below (LIBNOR, 2015): 

ü Decree No. 14293 (2005) ï Requirements for General Safety in Buildings, Facilities, 

Elevator Equipment, Fire and Earthquake  Prevention 

ü Decree No. 5412 (2010) ï LIBNOR Employees 

ü Decree No. 5382 (2010) ï Mandatory Construction Standards 

ü Decree No. 10155 (2013) ï Mandatory Medical Devices Standards 

ü Decree No. 11404 (2014) ï Mandatory Concrete Standards 

 

LIBNOR functions under a firm Quality Policy (Quality Management System), whose key role is 

to enhance, by means of standardization, the quality and safety of products and services with an 

aim to ensure their competitiveness in domestic and international markets, while satisfying 

consumer needs and ensuring their health and safety (LIBNOR, 2014b). 
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8.4. The Legal Framework to Support SMEs 
In Lebanon, the main taxation scheme is related to income taxes, divided among three categories, 

1) corporate tax on profits, 2) tax on wages and salaries (payroll taxes) and 3) tax on income 

from moveable capital.  

 

In terms of tax incentives offered, developing countries such as Lebanon tend to offer more tax 

holidays and import-duty exemptions and drawbacks after reduced base income tax rates, as 

opposed to developed countries, as discussed in the previous section.  

This is particularly the case for Lebanon, where tax holidays are the common form of tax 

incentives that exists in the country. By definition, tax holidays are temporary exemptions or 

elimination of tax for a certain period of time. The tax holiday in Lebanon is set at 10 years with 

only a reduced corporate income tax specific to certain locations.  

 

In the Lebanese context, the value-added tax (VAT) applies to imports and the supply of goods 

and services carried out by a taxable person. The rate is 10% with several goods and services 

exempted from the tax (IDAL, n.d.). 

 

Within the Lebanese context, the enterprises that can benefit the most out of promoting 

innovation through R&D stimulation are the SMEs. Unfortunately, at the moment, there are no 

specific aid schemes or tax incentives, as enjoyed in other developed countries, aimed at 

encouraging R&D in SMEôs.  

 

However, there are certain tax exemptions applicable to SMEs that can be beneficial, but do not 

fall under the umbrella of tax incentives for innovation. For example, small businesses with 

turnover below 165,000 USD per year are exempt from paying the VAT (value-added tax). Still, 

there has been increasing support for innovative SMEôs on behalf of governmental and non-

governmental entities. 

8.4.1. Customs in Lebanon 
  

Keeping in line with the legal framework that supports SMEs in Lebanon, custom proceedings 

and laws are relevant to the R&D context in regards to the import and export of good and 

services (equipment, technical utilities, etc.). The Lebanese Customs Administration is the entity 

ñresponsible for ensuring that all goods and persons entering and exiting Lebanon are in 

accordance with relevant laws and regulations. The Customs Administration collects and protects 

a major component of government revenueò and is in charge of the following main tasks: 

 

1. Collection of Customs duties, Excise taxes, and Value Added Tax in a fair and accurate 

manner 

2. Prevention of smuggling and detection of fraudulent practices against Customs and 

related laws 

3. Clearance of persons, their baggage, cargo, and mail 

4. Protection of the general welfare of Lebanon by enforcing import and export restrictions 

and prohibitions 

5. Provision of accurate international trade statistics for the public and trading community 
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(Source: Lebanese Customs webpage 

http://www.customs.gov.lb/customs/laws_regulations/Customs_law.asp ) 

 

As is observed in multiple sectors, customs in Lebanon are not immune to the debilitating effect 

of corruption that is exercised by the Lebanese government. As is described by Wickberg (2012), 

ñthe Lebanese administration is burdensome and ineffective due to corruption and lack of 

resourcesò and the inefficient bureaucracy of the government has scored as the second most 

important obstacle for doing business in the country, which encourages the use of bribery to 

speed up or ñgreaseò processes, according to the WEF Global Competitiveness Index.  

 

Moreover, the customs authority in Lebanon was reported as the institution that demands the 

most ópettyô bribes, which documented customs transactions as a widespread problem. Customs 

procedures rank among the poorest scores, as stated by the WEF Global Competitiveness Index. 

In fact, more than ñone out of three citizens admits having paid a bribe in the previous year, with 

customsò as well as with the registry and permit service, the police and the judiciary system, as 

reported by the Transparency Internationalôs Global Corruption Barometer 2011 (ibid).  

 

Overall, the customs proceedings in Lebanon are a taxing issue faced by many industries and 

businesses, as seen for documentation, time to import and export and cost.  

 

Documentation. Under import proceedings, the number of documents needed goes up to 7, if 

not more, taking into account certificates of origin used for applying preferential tariff rates, as 

compared to 5 documents needed in the UAE, for instance. This is the same with export 

proceedings, whereby 4 documents are needed as compared to 3 in the UAE.  

Very often these reporting requirements are time-consuming, confusing and overlapping for 

traders.  

 

Time to Import and Export.  Exceeding the worldwide average number of days to import (24.2 

days) and export (21.8 days), Lebanon is considered one the highest time-consuming import-

export country, with 30-day imports and 22-day exports, as compared to 5-day imports in Cyprus 

and 7-day exports in the UAE. 

 

Costs. Import and export costs40 are also high in Lebanon (import costs equal 1,365 USD; export 

costs equal 1,080 USD) but do not exceed those reported for the world average (import costs 

equal 1,823 USD; export costs equal 1,515 USD).  

 

However, these costs do not factor in bribes (to and among customs officials), which means that 

the cost to import and export is in reality much higher in Lebanon than the figures reported by 

the World Bank. Still, to some extent, bribing may have a ñpositive impact on reducing the time 

to trade by speeding up documentation procedures and administrative controls and may also 

reduce costs associated with inspection charges and storage fees at portsò. 

 

(Source: Nouayhid, 2014) 

                                                           
40 Import and exports costs to the United States 

http://www.customs.gov.lb/customs/laws_regulations/Customs_law.asp
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8.4.2. Exemptions within Customs Proceedings 

The Customs Law, Decree No. 645 of 1999 (Ministry of Finance) covers the temporary 

suspension of customs duties imposed on imported goods used in production for the purpose of 

re-export.   

 

Specific entities that are exempted from the custom fees include the imports of machinery and 

equipment, spare parts and building materials used who are subject to the establishment of new 

industrial enterprises in Lebanon for the customs tax increase of 3%, as well as imported 

equipment and products for development projects wholly or partially funded by foreign sources. 

Similar exemptions apply to imports falling under the classification of "temporary entry", 

"industrial warehouses" and the classification of "free zones".  

 

8.5. Intentions to Boost Private Demand for Innovation: The Tax Incentives Draft 

Law  
Tax incentives have become a popular policy instrument to boost research and experimental 

development (R&D) activities of businesses. They offer a reduction to a fi rmôs tax burden 

depending on the volume, or increase, of the expenditure the fi rm devoted to R&D. The 

popularity of this instrument arises from the fact that it is rather simple to implement through 

the existing s ys tem of corporate taxation, implying low additional administrative costs both 

at the side of authorities and fi rms. While increasing the volume of R&D activities is the 

primary objective of R&D tax incentives, Governments also often expect  impacts on the 

competitiveness of their industry, and regard fiscal incentives as a tool to improve the 

international attractiveness of their country as a location for innovation. The policies mentioned 

in the annex are mainly fiscal in nature, providing subsidies and import protection. The 

objective o f  such policies is to increase investment in the industrial sector, improve the 

quality of goods and overall competitiveness. These measures have an indirect impact on R&D 

and innovation. One Draft Law (No. 144) mentions directly R&D and could be considered as a 

direct incentive to encourage Lebanese enterprises invest ing in R&D. These measures 

were strongly criticized for not addressing the real problems of the industrial sector such as 

high electricity costs, poor infrastructure, and inadequate monopolized market structure. 

 

It  seems to be the opinion of industr y experts that  the announced measures are unlikely 

to solve the Lebanese industryôs problems. I t is pointed out that these measures: 

 

Å Address isolated issues, in an ad hoc manner, favor more influential players, 

Å Do not face the infrastructural problems challenging the industry growth such as cost of 

transportation, energy 

Å Fail to link fiscal and trade support to the performance outcomes of fi rms. 
 
R&D tax incentives aim to encourage fi rms to perform R&D by reducing its costs.  Compared 

with direct subsidies, R&D tax incentives allow fi rms to decide the nature and orientation of 

their R&D activities, on the assumption that the business sector is best placed to identify 

research areas that lead to business outcomes. R&D tax incentives are market-friendly 

instruments that are by nature more neutral than direct support instruments. 
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But  for  the  government,   supporting  and  creating   the environment for innovation  is for 

sure a win-win situation, because  the  long  term fiscal  gains  resulting  from tech- advance 

pay off from the short term expenditures, provided that  the government  and the ministry of 

finance  develop long term views. 

8.6. International Best Practices to Stimulate Demand for Innovation 
One has to distinguish two types of innovation demand in order to design efficiently a set of 

policies in this area: 

¶ Triggered demand, where consumers, industries or government formulate a specific need 

and ask for new products , improved services or societal challenges 

¶ Responsive demand, which corresponds to adopting, diffusing and integrating usages of 

existing innovations such as smart phones 

 

According to many studies the most popular demand side policy instruments fall under the 

following categories: 

 

¶ Policies stimulating demand in general. These policies may include national industry 

protection, import substitution, export promotion to satisfy global demand 

¶ Governmental procurement. Public procurement of innovation can stimulate 

innovation in certain areas. Pre-commercial procurement and market lead measures are 

among the powerful tools encouraging the adoption of new technologies in strategic areas 

¶ Direct Support to private demand. It may include direct subsidies to purchase 

innovative technologies and tax incentives, a measure we will discuss in details in the 

following section 

¶ Indirect support for private demand such as information campaigns, awareness raising 

measures 

 

Innovation is an effective tool that is used to improve national competitiveness and maintain 

jobs. Research and Development (R&D) is a key component of a countryôs innovative 

advancements. The growth performance of countries and the intensity of their R&D sector are 

dependent on the amount of funding given to business research (Zeting, 2013). Various policy 

instruments are used to show support for innovation, such as targeted funding, tax incentives, 

government loans, and the creation of proper infrastructure for innovation.  

 

In reality, tax incentives, essentially defined as ñways of reducing taxes for businesses and 

individuals in exchange for specific desirable actions or investmentsò (Community Tool Box, 

2015), play an important role in promoting innovation through R&D stimulation and have 

become widely adopted by multiple countries. Given as tax incentives are an indirect form of 

governmental support to boost R&D activities, several countries have exhibited that indirect 

support through tax incentives exceeded direct funding (i.e. governmental loans and grants) 

(Liakhovets, 2014). 

 

Tax incentives are dependent on the volume of the expenditure for R&D activities in a given 

firm and offer a reduction to a firmôs tax burden (Kohler, Laredo and Rammer, 2012). Thus, tax 
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incentives for R&D are especially important for developing countries due to the fact that 1) they 

are simple to implement through the existing system of corporate taxation, 2) R&D tax 

incentives do not burden the budget of research ministries, and 3) they can easily be altered in 

size and scope without much change in the resources used to run a specific R&D activity (Kohler 

et al., 2012).  

 

8.6.1. Types of Tax Incentives 

As significant as tax incentives are to the propulsion of innovation, there are limitations to the 

extent of which tax incentives are used. For example, tax incentives tend to potentially incur very 

high costs for governments, to the extent where costs are difficult to determine in advance. As 

stated by Kohler et al. (2012), this is ñparticularly true for volume based tax incentives that offer 

tax reduction for any amount of R&D spendingò, but also add that ñgovernments can limit these 

costs by opting for an incremental tax incentive that provides tax reduction only for the amount 

of R&D expenditure that exceeds a certain baselineò.  

Effectively, there are other forms of tax incentives that may act as better alternatives in 

comparison.  

 

According to Palazzi (2011), the majority of countries implements ñR&D tax credits or special 

allowances for R&D expenditure or accelerated tax depreciation allowancesò. Other more 

generous forms exist as ñadditional deduction, in excess of the immediate expensing of the 

invested amounts, as a percentage of the actual R&D investment expensesò. Moreover, countries 

have also reduced the labor taxes on ñgross earnings of employees involved in the creation of 

intangibles, for instance by levying reduced employer social security contributionsò (Kohler et 

al., 2012). 

8.6.2. Controversies Related to Tax Incentives 

Even though tax incentives are in general advantageous to encourage investment in innovation 

for both emerging and established enterprises, they are met with a number of controversies and 

skepticism. The main point of controversy lies in the very definition of R&D and the related 

expenses that would qualify for tax benefits (Kuhn and Dolder, n.d.).  

 

Controversy also surrounds the identification and measurement of tax expenditures (Reynolds 

and Steuerle, 2009).  As such, some consider that tax incentives, which are in other words a form 

of tax expenditures, are spending items that should not belong in the tax code or tax scheme of a 

country. Other opinions state that they are a way of reducing taxes. Given this, tax incentives can 

therefore be viewed positively or negatively, depending whether or not they are serving a 

legitimate public purpose in the best way possible (ibid).   

 

The size of the tax benefit is too often linked to the taxpayerôs marginal tax bracket, and thus in 

some cases, the larger the expenditure dedicated for R&D, the higher the tax benefits, which 

creates skepticism regarding where the funds/benefits are actually being directed and if they are 

truly being used for R&D and or under false pretenses.  

 

Tax incentives work through deductions or other approaches that link the size of the tax break to 

an enterpriseôs marginal tax bracket. This indicates that higher-income taxpayers receive higher 

incentives than lower-income payers.  While such an approach is useful in deductions for 
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business expenses, it misses an important opportunity to increase efficiency and economic 

growth, by excluding the category of businesses and individuals with lower-incomes. Therein 

lies a major controversy whereby the provision of larger incentives to higher-income firms is 

considered economically inefficient, unless policy makers and governments have a means to 

determine that such firms are responsive to the incentive or that the provisions are indeed 

stimulating behavior and action that generates larger benefits for innovation (Batchelder, 

Goldberg, and Orszarg, 2006; Batchelder et al., 2006).  

 

Thus, a better alternative to this problem would be to set the default for all tax incentives 

intended to promote socially-beneficial behavior (i.e. promote innovation) as a uniform 

refundable tax credit. Unlike tax incentives, which link the size of tax break to a marginal tax 

bracket and fail to reach the increasingly significant share of low and moderate-income 

taxpayers, refundable tax credits represent a different approach.  

 

Stemming from the premise that they are a credit governed by a dollar-to-dollar approach, tax 

credits do not depend on a marginal tax bracket. For example, if there is a tax credit of 1 USD, 

then the reduction of the tax is by 1 USD, regardless of the tax bracket. Moreover, given the fact 

that they are a uniform refundable tax credit, the benefits are applicable to all levels of taxpayers. 

Thus, this increases the range of which tax credits can be applied to, especially in the industrial 

sector, where there is a multitude of small to medium to large scale industries and enterprises.  

 

Knowing this, there is a continuing concern in regards to R&D tax incentives concerning the 

possibility of tax evasion or fraud by companies. Therefore, as a method of avoiding spending 

R&D investments in non-R&D activities, countries should undertake provisions and adopt rules 

for separating expenditure designated for R&D from other normal annual spending. This 

ultimately helps countries to prevent firms from evading or avoiding taxes by claiming 

unwarranted R&D tax relief (OECD, 2002). 

 

To summarize the various forms of tax incentives that exist, a comparative table of the 

advantages and disadvantages of the general forms of tax incentives is seen below.
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Table 12: Comparative table of common forms of tax incentives with examples of implementing countries 

                                                           
41 Deloitte. (2014). 2014 Global survey of R&D tax incentives. Retrieved on December 8, 2015 from 

http://www2.deloitte.com/content/dam/Deloitte/global/Documents/Tax/dttl-tax-global-rd-survey-aug-2014.pdf  
42 Investopedia. Tax credits. Retrieved on December 7, 2015 from http://www.investopedia.com/terms/t/taxcredit.asp  
43 Refundable Tax Credit indicates that if the credit exceeds the amount of taxes owed, the excess is returned to the taxpayer, whereas non-refundable tax credits, 

which are the most common form, are only used to the point at which no more taxes are owed 
44 Easson, A. and Zolt, E. M. (2002). Tax incentives. World Bank Institute. Retrieved on December 8, 2015 from 

http://siteresources.worldbank.org/INTTPA/Resources/EassonZoltPaper.pdf  
45 Klemm, A. (2009). Causes, benefits, and risks of business tax incentives. IMF Working Paper 21, p. 1-28 

Form of Tax 

Incentive 

Description Advantage(s) Disadvantage(s) Examples of 

Implementing 

Countries41 

Tax Credit or 

Special R&D 

Allowances 

- Amount of money that a taxpayer is 

able to subtract from the amount of tax 

that they owe to the government42 

-Exists in 2 types: refundable and non-

refundable43 

- Currently the most widespread form 

- Provides transparency and 

certainty (investor and 

government)44 

- It is a fixed sum and thus does 

not provide any bias to capital-

intensive investments 

- Generally fall 

under the non-

refundable type, 

which creates a 

distortion between 

the investment of 

new and established 

businesses, as only 

the latter will have 

profits against 

which to set the 

credit45 

France       

Australia   

Austria      

Belgium 

Ireland 

Italy 

Japan 

South Korea 

Spain 

Portugal 

United States of 

America 

Special Exemption 

of Wage and/or 

Social Taxes 

- Exemption from the employerôs 

percent share of social security tax on 

all wages paid to qualified employees 

- Applies to wages paid to a qualified 

employee performing services in the 

- Allows deduction on R&D labor 

costs 

- Beneficial for startup companies 

and small scale enterprises  

- Incurs costs to 

firms and 

government 

- Is not applicable to 

all employees 

The Netherlands 

Belgium 

France 

Hungary 

Spain 

http://www2.deloitte.com/content/dam/Deloitte/global/Documents/Tax/dttl-tax-global-rd-survey-aug-2014.pdf
http://www.investopedia.com/terms/t/taxcredit.asp
http://siteresources.worldbank.org/INTTPA/Resources/EassonZoltPaper.pdf
http://www.investopedia.com/terms/t/taxpayer.asp
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46 Internal Revenue Service (IRS). (2015). FAQs about the payroll tax exemption and qualified employers. Retrieved on December 8, 2015 from 

https://www.irs.gov/Businesses/Small-Businesses-&-Self-Employed/FAQs-About-the-Payroll-Tax-Exemption-and-Qualified-Employers  
47 Easson, A. and Zolt, E. M. (2002). Tax incentives. World Bank Institute. Retrieved on December 8, 2015 from 

http://siteresources.worldbank.org/INTTPA/Resources/EassonZoltPaper.pdf 
48 Kohler, C., Laredo, P., and Rammer, C. (2012). The Impact and effectiveness of fiscal incentives for R&D. University of Manchester 
49 Easson, A. and Zolt, E. M. (2002). Tax incentives. World Bank Institute. Retrieved on December 8, 2015 from 

http://siteresources.worldbank.org/INTTPA/Resources/EassonZoltPaper.pdf 

employerôs trade or business or in 

activities in furtherance of a tax-exempt 

organizationôs exempt purpose46 

- Can result in tax 

competition 

 

Accelerated 

Depreciation 

- Generally refers to any depreciation 

scheme that provides for writing off the 

cost of an asset, for tax purposes, at a 

rate faster than the true economic 

depreciation47 

- Applicable for investments 

(machinery, equipment, buildings, 

intangibles) used for R&D activities48 

- Less costly than tax credits or 

allowances which beneficial for 

businesses already established 

who wish to increase investments, 

since it is the timing of the tax that 

is affected and not the amount of 

tax49 

- Presents no benefit 

to new investments, 

where profits may 

not be made for a 

number of years 

Belgium 

France 

Lithuania 

Russia 

South Africa 

https://www.irs.gov/Businesses/Small-Businesses-&-Self-Employed/FAQs-About-the-Payroll-Tax-Exemption-and-Qualified-Employers
http://siteresources.worldbank.org/INTTPA/Resources/EassonZoltPaper.pdf
http://siteresources.worldbank.org/INTTPA/Resources/EassonZoltPaper.pdf
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8.6.3. Examples of Tax Incentive Implementation 

 

France ï Tax Credits 

According to a study conducted by Deloitte in 2014, France offers an R&D tax credit that is 

volume-based and can be carried forward for 3 years. In the event where the credit is not used 

within the 3 year period, the taxpayer is eligible for a refund. An example of the French 

governmentôs support for a knowledge-based economy is the amount of research tax credit that 

increased from 1.4 billion Euros in 2006 to approximately 3 billion Euros in 2008 (Solignac, 

2008). 

 

At the beginning of 2013, France had implemented a new tax incentive called the ñInnovation 

Tax Creditò for downstream activities, such as expenditures for new prototypes or pilot assets. 

This incentive was made available to Small and Medium sized enterprise (SMEs50). The tax 

credit rate is 20% and the amount of qualifying expenses is capped at 400,000 Euros a year 

(Deloitte, 2014). 

 

ü Hypothetical Practical Example of the Application of Tax Credit in France (Solignac, 

2008) 

 

A company undertakes new R&D activities and incurs the following expenditures: 

 

Č Salaries and social security contributions for qualified employees51: 500,000 Euros 

Č Salaries and social security contributions of other research staff members: 3,000,000 

Euros 

Č Subcontracting costs: 

o Invoiced by companies within the group: 1,000,000 Euros 

o Invoiced by public research organizations: 800,000 Euros 

Č Depreciation of R&D equipment: 50,000 Euros 

Č Other costs: 30,000 Euros 

The total direct R&D expenditures therefore sum up to a total of: 5,380,000 Euros 

By calculating 200% of salaries and social security contributions for qualified employees 

for a period of 24 months, the total expenditure for the salaries and social security 

contribution for qualified employees is 500,000*200% = 1,000,000 Euros. 

Moreover, by calculating 200% of subcontracting costs that are invoiced by public 

research organizations, the total expenditure would then amount to 800,000*200% = 

1,600,000 Euros.  

 

 

 

 

 

 

                                                           
50 Companies with less than 250 employees and sales less than ú50M (applicable to France) 
51 Example of a qualified employee is a research doctorate holder or the equivalent  
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The following table summarizes the total expenditures and indicates the final amount of 

research tax credit. 

 
Table 13: Example of the application of tax incentives in France 

 Example Year: 2010 (Euros) 

Total R&D Expenditure 5,380,000 

200% of salaries and social security 

contributions for qualified employees 

1,000,000 

Salaries and social security contributions of 

other research staff members 

3,000,000 

Subcontracting costs invoiced by companies 

within the group 

1,000,000 

200% of subcontracting costs invoiced by 

public research organizations 

1,600,000 

Depreciation of R&D equipment 50,000 

Other costs 30,000 

Total Expenditure Eligible for Tax Credit 6,680,000 

Rate 30% 

Amount of Research Tax Credit 2,004,000 

 

The Netherlands ï Special Exemption of Wage Tax 

The WBSO (R&D tax credit) of the Ministry of Economic Affairs in The Netherlands is 

intended to provide entrepreneurs with an incentive to invest in research. The tax credit consists 

of a deduction from the payroll tax companies are required to pay on the wage costs of 

employees working in R&D.  

 

In 2015, this is what is referred to as the óR&D withholding tax creditô which amounts to 38% of 

the first 200,000 Euros of the R&D wage costs and 14% for the wage costs above 200,000 Euros. 

Start-up entrepreneurs can deduct 50% from the first 250,000 Euros of the R&D wage costs 

(Netherlands Enterprise Agency, 2015). 

 

ü Hypothetical Practical Example of the WBSO in The Netherlands (Netherlands 

Enterprise Agency, 2014) 

 

The number of hours worked in R&D and the hourly wage for R&D is taken into 

consideration when applying for an R&D tax credit. Below is a simplified example of how it 

works: 
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Table 14: Example of the application of tax incentives in the Netherlands 

Hourly Wage = 20 Euros 

Allocated R&D tax credit = 35% 

 Allocated R&D Hours Allocated R&D 

Wages (Euro) 

Allocated Tax Credit 

(Euro) 

R&D Declaration 1 850 17,000* 5,950* 

R&D Declaration 2 950 19,000 6,650 

R&D Declaration 3 500 10,000 3,500 

Total Allocated Tax Credit   16,100 

*Example of wage calculation: 20 Euros hourly wage x 850 R&D hours worked = 17,000 Euros in R&D 

wages 

** Example of allocated tax credit calculation: Allocated R&D wages of 17,000 Euros x 35% Allocated 

R&D tax credit = 5,950 Euros  

 

South Africa ï Accelerated Depreciation 

In South Africa, any capital expenditure that is incurred to develop or construct assets used to 

conduct qualifying R&D activities is considered qualified for favorable accelerated depreciation. 

As of October 2012, distinctions were made between new and established plants or industries. 

For example, for new or unused plant or machinery, reductions of 40% are made in the year that 

the asset is brought into use for the first time by the taxpayer and 20% in each of the three 

succeeding years of assessment, as opposed to 20% in the year that the second hand asset is 

brought into use, and 20% in each of the four succeeding years of assessment, for used plant or 

machinery (Deloitte, 2014). 

8.7. Rationales of Demand - Side Innovation Policies in Lebanon 
We have listed below the most important arguments in favor of adopting demand side 

innovation measures in Lebanon: 

¶ There is a deep gap between public policy and the needs of private actors. 

Policies and initiatives adopted such BDL circular are not specifically 

geared towards innovation although they have an indirect impact on it. 

Strengthening the linkages and synergies requires a better involvement of 

the private actors through specific measures encouraging them to ask and 

adopt innovations. 

¶ Policy making in Lebanon has been, during the last decades, strongly biased 

towards academic research leading to poor performance and low impact on 

the real economy. An exploration of demand side innovation is needed to 

bridge this gap and create synergies in areas with high innovation potential 

¶ We have seen previously that sophisticated offer for the domestic and 

regional market of the Lebanese industry has a distinctive specificity that 

one needs to consider in designing national policies. Sustaining such 

sophistication and reducing its production costs requires serious investments 

in innovation. This requires the right mix of policies that take into 

consideration industry demand and supply capacity. 

¶ Lebanon is facing many crucial challenges such as energy supply, water 

resources management, waste management, humanitarian demining, 

population health, security. All these challenges are potential source of 

innovation demand. At the same time they require intensive technology 
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development with long term commitment and high level of uncertainty. 

Private sector players including bankers, investors and industrialists are 

clearly reluctant to finance this type of activities. Government can play a 

critical role in compensating this type of market failures by providing 

incentives, encouraging   collaboration and enabling the different actors to 

increase and support their demand for innovation.  

¶ In spite of the weakness of the Lebanese government, the public sector 

remains an important demand generator for services and products. 

Procurement decisions can influence to a large extent the innovation 

landscape provided a clear strategy considering innovation as an important 

factor of growth and prosperity is devised. Public procurement is at the center of 

demand-side innovation policy initiatives. The purchasing power of government can 

still pull demand for innovation. 

¶ Lebanon cannot rely only on donations and external funds to finance its 

R&D activities and supply side innovation. In the long run this policy is not 

sustainable and to a certain degree may not serve the national interest and 

reduce the sovereignty of the nation. A better and wiser approach would be 

to build proper means to address the challenges and to count on Lebanese 

potential in developing competitive private sector and innovative research. 

  

8.8. Key instruments for Supporting Innovation Demand 

¶ Policies Stimulating Private Demand for Innovation 

o New Tax Incentive Policy.  One method of expanding support for early stage 

investments would be to introduce tax incentives. However, given the 

controversies regarding the effectiveness of tax incentives in some cases, tax 

credits have been increasingly favored in lieu of tax deductions and other forms of 

tax reductions. Therefore, one recommendation in the context of Lebanon would 

be the implementation of tax credits versus tax deductions given the important 

differences between the two. Applying a refundable tax credit is more highly 

recommended given that businesses have an incentive to write off as many of 

their capital costs as possible. As such, in the context of developing countries, 

refundability is important in cases where the credibility of the government is 

questionable or suspect, as is the case in Lebanon. It has been well documented 

over the years that governance in Lebanon is significantly lacking, as is 

highlighted by the stateôs failure to implement its own policy provisions not to 

mention failures in enforcing the rule of law and regulation and the lack of 

cooperation between the governmentôs own legal entities. Furthermore, there is a 

dominant socio-cultural constraint that Lebanon faces in regards to its capital-

driven nature, whereby few individuals and firms are courageous or daring 

enough to take risks and form the grand visions essential to support and promote 

innovation in the country.  

 

In such cases, uncertainty about future government actions will drive firms to 

discount funds received in the future from the government, as opposed to those 

received up front. Therefore the recommendation to implement refundable tax 
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credits is more appealing and valuable to firms than any equivalent present value 

of funds received through future tax reductions (Boadway and Shah, 1992).  

 

¶ Policies Stimulating Public Demand for Innovation 

Policies for innovation public procurement should be adopted basically through the 

National Authorities and Institutions most importantly: 

o Measure for the Lebanese Petroleum Administration; a new industry is emerging.  

o Measures for the Lebanese Army 

9. The Linkages between the Innovation Supply and Demand Sides: 

Knowledge and Technology Transfer (KTT)  
 

KTT can generate important benefits for economic development. These benefits are embodied in 

knowledge spillovers and are realized through industry-science collaboration and technology 

transactions that can range from simple technical consultancy all the way to licensing of 

intellectual property. In general, by improving the process of knowledge transfer countries can 

foster innovation and thereby raise productivity, create better job opportunities, and address 

societal challenges. Unfortunately this component in the LNIS is completely neglected. We will 

explore in some details best practices in the world. Then we will examine some bourgeoning 

initiative such as the AUB Technology Transfer Unit. We consider that a proper IPR regulation 

can help greatly and contribute strongly to building trust between universities and firms. 

Therefore we will discuss in this section the current IPR practice in Lebanon and how we can 

improve it. Finally we suggest some additional recommendations to strengthen this critical 

function. 

9.1. How Technology Transfer is Practiced Internationally   

According to the University of Rochester Ventures (2015), the definition of technology transfer 

or ñthe process of commercializationò, in the academic setting, is stated as ñbringing 

technologies to the marketplaceò. Technology Transfer (TT) has now become mandated by 

governments for institutions that receive national funding for their R&D activities. In the context 

of universities, TT involves transferring knowledge and discoveries to the public by means of 

publications, educated students entering the workforce, conference exchanges, and relationships 

undertaken with industries. 

 

The process of TT is accomplished by licensing IP to third parties (i.e. new or existing 

companies) that have the financial and technological resources to further develop and produce 

the various technological innovations that arise from such academic or research institutions for 

specific applications. As part of the licensing agreements, universities receive financial 

payments, as cash fees and/or as equity and/or as royalties on earned revenues, for the products 

or services that are licensed. The income thus received is distributed among the inventors and the 

staff members within the university departments and administration, all within a mechanism that 

works to channel income back into further research programs undertaken by the university 

(URV, 2015; AUB). 
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9.2. Why is TT I mportant for the NIS? 
The importance of TT for the NIS of a country is embedded in the very definition of a NIS, 

which is essentially, the flow of technology and information among individuals, enterprises and 

institutions, which are all key players in the innovation process on a national scale. Therefore, 

the concept of a NIS rests on the idea that it is the links among those key players involved in 

innovation that is essential to improving technological performance. Thus, the importance of a 

NIS lies in the web of interaction between these players which is basically encompassed in the 

actual process of TT (Djamal, 2010). Each key player in the innovation process should feel the 

need to participate in the TT process in order to 1) enhance the prosperity and advancement of a 

nation, 2) make a positive impact on society, 3) achieve recognition and financial rewards, and 4) 

create educational opportunities for students and career opportunities for researchers and 

innovators.  

9.3. What are the Enabling Conditions for Universities to Engage in TT? 
The process of TT is dynamic, multi-faceted and involves the interaction of multiple actors. In 

order to achieve commercialization, there are key conditions or prerequisites that help 

universities be engaged in the process of TT. Such prerequisites include the following (World 

Bank and OECD, 2013a, d, e): 

 

1. The availability of infrastructure and skills  

The process of TT is not only dependent on the various hum and financial resources 

devoted to research, but also on the existence of physical and supporting 

infrastructure. This refers to the multiple facilities, tools, scientific instruments 

utilized by the scientific and technological communities as well as the host locations 

for emerging startup companies and other organizations involved in the process. 

Efficient communication and connection among the individual components of this 

infrastructure or ecosystem should exist and at the lowest costs possible in order 

produce the best results needed.  

 

The establishment of Technology Transfer Units (TTU) is an example of 

infrastructure needed to foster the process of TT. This will be further discussed in a 

section below.  

 

2. The conditions, orientation, norms and incentives relevant to research 

One enabling condition for universities to engage in TT concerns the conditions, 

orientation, norms and incentives relevant to research. These include 1) the patterns 

of researchersô contracts (temporary vs. permanent positions, full vs. part time), 2) 

the levels of salaries (annual earnings, benefits, health insurance schemes, 

incentives), 3) the working conditions (distribution between research, teaching, and 

administrative work), and 4) the available career progression and development 

opportunities (early career research positions, level of responsibility, degree of 

independence and creative freedom, training schemes).  

 

The above mentioned features relevant to research are important in the process of TT 

and in turn to innovation, given that ñthe combination of higher opportunities for 

career progression and research, a higher salary, and better working conditions 
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increase interest in research careers and facilitate the recruitment and attraction of 

talented or promising researchers, which should in turn increase the quality of 

research outcomesò (World Bank and OECD, 2013c). 

 

3. The availability of funds 

Financing TT and commercialization not only encompasses financing the processes 

and infrastructure (TTUs, proof of concept centers, early stage R&D support, 

licensing IP and prototype development, among others), but also financing the results 

such as supporting joint R&D with industries and investment in spin-off firms.  

 

Financing of this nature usually falls within the following categories (World Bank 

and OECD, 2013b): 

 

 Grants ï publicly funded vs. matching private sector funds with public funds 

 Loans ï micro-financing vs. large scale loans 

 Equity Investments ï venture/seed/angel funds 

Guarantees ï government guarantees for the initial investment amounts (reduces risk 

for private sector investors in high risk cases. 

 

4. The existence of a clear IPR system  

Intellectual Property is the basis of any innovation process, thus it is only natural that 

there should be a clear IPR system in place as a precondition in the engagement of 

universities in TT.  

 

An efficient IPR system is a main pillar in the TT process in universities given that 

TT targets ñrequire that universities are legally authorized to own IP created from 

publicly funded research (subject to certain government rights); to own spinoff 

companies; select independently their co-investors; procure goods and services 

according to good commercial practices rather than more stringent public 

procurement rules; and, hire and fire competitively and according to business needsò 

(Ibid).  

 

This, however, is a sensitive issue given that most investments are funded by 

taxpayers and thus clear and transparent regulation is vital.  

9.4. Technology Transfer Units in Lebanon: The AUB Case 
As mentioned previously, establishing TT Offices or Units (TTO or TTU) is a main mechanism 

for promoting TT and commercialization of IP. In Lebanon, this is currently being applied at 

AUB with the establishment of the Technology Transfer Unit (TTU) at the Office of Grants and 

Contracts (OGC). TTU is responsible for managing invention disclosures and inventions from all 

Faculties on AUB campus. 

The main mission of the TTU is 1) to encourage and assist technological development at AUB, 

2) to facilitate the transfer of IP to businesses and industries, 3) to bring inventions and 

technologies to the marketplace in an effort to generate benefits for both AUB and the 

community.   
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The functions of the TTU at AUB coincide with those set for the Office of Technology 

Commercialization (OCT) seen at Texas A&M, as mentioned earlier. The main functions 

revolved around providing guidance to faculty members, staff, and students, protecting IP and 

helping market IP resulting from scholarly activities, and enhance national economic 

development by building strong ties between public/private sectors, without compromising 

academic integrity and principles (AUB OGC).  

 

At the moment, there are two specialists in licensing, and transferring technologies from the 

physical sciences, life sciences, and information and computer sciences. TTU also has a legal IP 

advisor and business specialists and consultants.  

 

In an interview conducted by Outlook, the official student newspaper for AUB, with the 

university Provost, it was shown that AUB is still new to the concept of TT and 

commercialization. This is apparently a new frontier for regional universities and has proven to 

be challenging. There was also mention of building incubators in the future but no further 

information was provided (Shehab, 2014).  

 

Therefore, AUB is lagging behind in the race to commercialize innovation and monetize IP, in 

comparison to other international universities, such as the University of North Carolina (voted to 

have the best TTU in the U.S52) which way back in 2009 had already launched the Carolina 

Express License Agreement to simplify the startup process of new companies based on 

technology licensed from the university. 

9.5. The IPR Situation in Lebanon. To What Extent is The Rule of Law Protecting 

Intellectual Properties? 
 

IPR Rationales. The importance of protecting IP is highlighted by the both a socio-cultural and 

economic rationale.  

 

Socio-cultural Rationale 

From a socio-cultural perspective, there is a natural right and moral rationale  behind the 

protection of IPR that stems from the moral right to claim IP and in turn receive appropriate 

compensation and reward. This fosters the underlying assumptions that IPR ensure that the 

inventor is sufficiently rewarded not only for his/her creative energy and input but also the 

invested financial capital made by them.  

 

Putting in place effective IPR protection will  increase the incentive for businesses to invest in 

R&D by removing the risk of rapid imitation. Such protection therefore avoids infringements 

and litigations.  

 

Economic Rationale 

On another note, the use of patents, as a method of protecting IP, can serve to obtain financing 

for R&D. To do this, the government will need to revise IPR guidelines pertaining to 

government-funded research, joint public/private and academic/private research, and in-house 

                                                           
52 IP Advocate.org commemorated the best university TT Offices in the United States. 

http://www.ipadvocate.org/forum/topic.cfm?TopicID=146 (December 29, 2015) 

http://www.ipadvocate.org/forum/topic.cfm?TopicID=146
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research by firms. Government can encourage use of the IP system by enhancing knowledge of 

all its elements ï not only patents, but also trademarks, geographical indications, industrial 

designs, utilit y models, trade secrets, copyright and related rights, and new varieties of plants, 

non-original databases, and relevant aspects of unfair competition law. 

 

Types of IPR. The above paragraphs bring forth the discussion of the different types of IPR. 

Below are the main types of IPR. 

 
¶ Trademarks. According to the WIPO (1999), a trademark is ña distinctive sign that 

identifies certain goods or services as those produced or provided by a specific person or 
enterpriseò. Trademarks help consumer identify with a product and service and therefore 
encourages purchasing power. Trademarks offer protection to the owner of the innovation 
by making sure that he/she has the exclusive right to use it and provides them with the 
right to authorize others to use it in return for payment. Usually trademarks operate on a 
time frame but may be renewed indefinitely (ibid). Ultimately, trademarks serve the 
purpose of protecting against infringement and unfair competition. Letters, numerals, 
drawings, symbols, shapes and even audible sounds and music are all examples of the 
different forms of trademarks. 
 

¶ Industrial Designs. The ornamental and aesthetic appearance of an article defines it as 
an industrial design. They can consist of two-dimensional or three-dimensional shapes 
with specific patterns, lines, and colors. The range of industrial designs extends from 
products of industry and handicraft, to technical and medical instruments to watches, 
jewelry and other luxury items, household ware and electrical appliances to vehicles and 
architectural structures and from textile designs to leisure goods. Protecting industrial 
designs comes with the premise of aesthetics indicating that the design needs to be 
appealing to the eye, adding to its commercial and marketable value. Given this, 
unauthorized use by others or imitations of the design is prohibited and are thus protected 
in an absolute sense, as patents are protected against unauthorized use by others. The 
duration of protection varies from country to country and may be as long as 25 years, as 
seen in the European Union. 

 
¶ Utility Models.  Inventions that do not meet all the requirements of a patent but possess 

industrial use are defined as utility models. Utility models essentially nurture the rapid 
evolution of original innovations and are particularly relevant to small and medium scale 
enterprises as well as private individuals.  

 
¶ Trade Secrets. Research, business, commerce or industry may use trade secrets which 

consist of confidential data, information or compilations. This is applicable to 
universities, R&D institutions, government agencies and businesses and may include 
secretive scientific and technical data that should not be publicly disclosed in order to 
maintain competitive advantages. Only under confidentiality agreements would trade 
secrets be revealed. Not only can trade secrets have considerable value independently, but 
may also be used in conjunction with other forms of intellectual property, such as 
patented inventions. Examples of a trade secret include formulas used in the food and 
beverage industry.  

 
¶ Copyright. IPR covering literary and artistic works are protected under copyright rights. 

The works covered by copyrights include novels, poems, plays, reference works, 
newspapers, computer programs, databases, films, musical compositions and 
choreography, artistic works such as paintings, drawings, photographs and sculpture, 
architectural works, advertisements, maps and technical drawings. Similar to the previous 
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types of IPR, copyrights give the creators the exclusive right to either authorize others to 
use the work or not, based on agreed terms. 
(Source: WIPO, 1997) 

 

Perception of IPR. In 2009, the Arab Center for Development of the Rule of Law and Integrity 

(ACRLI) conducted a study53 that assessed the perceptions of respondents on the state of IPR in 

Lebanon. The following points highlight the main findings of the study (ACRLI, 2009). 

 

- 94.5% of respondents claimed that IPR is important for promoting investment and growth 

in Lebanon. There was an indication in the level of agreement among the different age 

groups, which showed that lower age bracket groups had higher agreement rates than 

higher age bracket groups. This could be a reflection of an increased awareness on the 

importance of IPR among educated Lebanese youth. 

- 58% of respondents reported being « quite familiar » or « strongly familiar » with IPR 

laws and regulations in the country 

- 45% of respondents reported feeling ñoftenò or ñalwaysò resistant to the enforcement of 

IPR protection and anti-piracy efforts. This is particularly highlighted in the 

entertainment industry in Lebanon.  

9.5.1. Software Piracy and IPR in Lebanon 
Software piracy is extremely common in Lebanon and is in complete violation of IPR. 
According to an article featured in The Daily Star in 2009, ñthe US-based Business Software 
Alliance (BSA), an industry group representing the world's leading computer software 
developers, ranked Lebanon in 36th place worldwide and fifth in the Middle East and North 
Africa region (MENA) in terms of piracy rate in 2008ò. Losses incurred by piracy were reported 
to reach 49 million USD in 2008.  
 
The piracy phenomenon in Lebanon extends to reach all forms of media (cable and pay TV, 
movies, entertainment, and music), software (business software, games, and unlicensed computer 
programs), literary (books and academic textbooks), and technology (mobile downloads, 
internet-based piracy) IP (IIPA, 2013).  
 
The Lebanese government (Ministry of Finance) issued in 2000 the Custom Law (described 
below) which prohibits the exportation, importation and stocking of counterfeit works or any 
other goods considered as an infringement of copyright.  However,  the situation  on the ground 
shows it is difficult to practically  implement such protective measures, since counterfeiters 
introduce pirated products,  including  counterfeit movies,  music CDs  and computer programs 
to the Lebanese market through illegal land or sea crossings  that are not covered  by customs 
officers or local authorities (Halawi, 2009).  
 

IPR laws in Lebanon. There are a number of laws, resolutions and regulations on IPR.  

The police, the public prosecutor, the judiciary, customs officials, and employees of the 

Intellectual Property Protection Office (IPPO) at the MOET are the authorities responsible for 

enforcing the copyright law and combating piracy in Lebanon (UNESCO, 2009). 

 

                                                           
53 The study consisted of a sample size of 165 respondents (107 males, 58 females, age of 25-54 years old) 
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Below is a brief sample of some of the existing IPR laws and regulations in Lebanon 

(MoET, 2015a; WIPO, 2015).  

- Resolution No. 2385/1924 issued on January 17, 1924, amended by the law of 

31/1/1946 on ñIndustrial Drawings and Designsò 

o ñTrademarks and Brand Namesò are covered in Articles 105-110 

o ñIndustrial Designsò are covered in Articles 111-114 

- Law No. 240/2000 of 2000 on ñPatentsò. It covers enforcement of IP and related 

laws, industrial property, IP regulatory body, layout designs of integrated circuits, 

inventions, plant variety protection, transfer of technology and trade secrets 

- Law No. 75/1999, Articles 89, 91 and 92 on ñProtection of Literary and Artistic 

Propertyò. It covers the copyright law 

- Law No. 69/20 of May 23, 1969 on ñRights of Creators of Musical Worksò 

- Circular No. A/1/4 of May 25, 2006 on ñProtection of Computer Programs and 

Fight against Piracyò 

- Circular No. A/1/5 of May 25, 2006 on ñProtection of Literary, Artistic, and 

Scientific Worksò 

 

Despite the sound regulatory framework, the IPR system in Lebanon remains largely unused 

by entrepreneurs and academics, due in part to the costs and complexity of the patenting 

processes.  Because of real and perceived barriers in using the system, SMEs often use 

alternative means to protect thei r  innovations,  including  secrecy, exploitation of lead-time 

advantages,  moving rapidly up the  learning  curve,  use  of complementary sales  and service  

capabilities, technical complexity, as well  as ongoing innovation relationships  based on 

trust and use of trademarks to differentiate their products  from those of imitators. Even 

universities and public R&D institutes, which have the resources to produce valuable 

intellectual property, lack the framework and experience to properly control and manage their 

innovations.  Formal rules are, however, beginning to be adopted. 

 

MOET has been deploying huge effort in the last few years to disseminate a culture of IP 

through a variety of initiatives and activities including seminars, conferences, and campaigns 

on IP for entrepreneurs and SMEs; guides on various aspects of IP for entrepreneurs and 

SMEs. 

 

Despite these efforts the following evidence has been collected: 

According to a study consisting of a survey of 475 industrial enterprises conducted by the CNRS 

in collaboration with the World Bank between 2012 and 2013: 

ü 4% managed to register patents with specialized Lebanese agencies during 2010-2011 

ü Around 3%  were  reported  as having  applied to register  patents  covering  their own 

innovations  with authorities  outside Lebanon 

ü 5% of the enterprises taking part in the survey were reported as having licensed the 

right of utilizing innovations they had produced to other enterprises 
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The number of SMES in Lebanon is estimated at 170,000, among them only 291 patents were 

filed in 2012 and 304 in 2011. These numbers are very low confirming the results of the 

survey mentioned above. Knowing this, there clearly are a number of hindrances to patenting, 

and ultimately the progress of innovation. Such factors are cited below. 

ü Perception that acquiring and maintaining IP to be too costly and burdensome 

ü Lack of awareness on behalf of creators on the intellectual value of their ideas or 

products and underestimation of the benefits of registered rights 

ü High costs for monitoring and enforcing IP rights 

ü Lack of trust in the enforcement of rights and in the legal system 

ü Reliance on informal methods such as trust and limited information 

ü Lack of creativity in the production due to limited innovative capacity 
ü High levels of informal enterprises 

 
Lebanese SMEs are clearly reluctant to engage in a process of patent registration. A variety of 

reasons were exposed. The most important reason is the adamant determination of firms to 

preserve themselves from competition and protect their distinctive technologies, knowhow and 

products from competitors. However, in the new era of knowledge economy competition among 

nations and firms is driven by the generation of new knowledge, and innovative technologies. 

The generation of knowledge and sophisticated technologies require huge investments affordable 

only by large firms such as multinational pharmaceuticals. Smaller firms have no choice but to 

collaborate with other source of new knowledge such as universities and research centers. The 

problem is that researchers and entrepreneurs as well as their institutions and organization most 

of the time do not share the same values, the same culture or even the same vocabulary. Bringing 

them together, bridging the gaps between the cultures and connecting the dots between the two 

worlds is quite a complex task that cannot occur naturally or automatically but needs to be 

arranged, prepared, planned and constantly promoted,  preserved and fostered. This is the role of 

KTT achieved through a series of processes involving a variety of actors and participants where 

IPR is playing a central role 

 
These observations highlight the dilemma of IPR in Lebanon. On one side protection is 

needed to encourage businesses investing in innovation on the other side research and 

development is by nature open to cooperation and keen to make discoveries and innovation 

dif fused.  

9.6. Policy Measures to Foster KTT Function 
Knowledge and Technology Transfer (KTT) remains the weakest point of the LNIS. We will 

discuss below the role of IPR in in facilitating KTT and what policies should be adopted in this 

respect. The second point is the Technology Transfers units at the university level and office at 

the national level. The third point is related to funding early stage R&D and the establishment of 

fast prototyping and innovation experimentation labs. 
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Rationales for a Set of Policies to Support KTT. More concretely, the key functions to be 

performed so as to achieve an efficient transfer of technology between the knowledge generators 

and the market users are the following: 

¶ Initiating efficient communication between the two sides through 1) discussion forums, 

2) information exchange platforms, 3) seminars and conferences. These activities help 

increasing the opportunities to meet and create friendly or professional connections and 

relationships. It is part of the informal type of initiative that remains instrumental in 

putting in place strong sustainable bonds. 

¶ Promoting collaboration through 1) associations including researchers and entrepreneurs 

2) awarding successful collaboration 3) matching funds to initiate seed projects allowing 

both side to learn how to collaborate and build joint teams 

¶ Building trust through formal agreements and protective measures such as 1) facilitated 

patenting procedures 2) non-disclosure agreements 3) simplified legal contracts 4) clear 

licensing schemas. These elements are very important to put in place especially in a 

country such as Lebanon or any developing country lacking the culture and tradition of 

strong collaboration between universities and industries, researchers and entrepreneurs.  

 

These elements are the preliminary conditions to establish fruitful efficient and sustainable 

relationships between the two sides of the NIS namely the supply and demand side. 

 

Technology Transfer Units and the National Office. We have seen that AUB has just started 

the implementation and experimentation of a Transfer Technology Unit. This measure should be 

generalized to other universities.  These units should be coordinated by a national office. Such 

coordination is instrumental given the scarce resources in Lebanon and the necessity of joining 

forces among the different R&D providers namely the universities and research centers and 

reaching critical masses of researchers.  

9.6.1. National Technology Transfer Office (NTTO) in Lebanon 

ESCWA, in partnership with the CNRS, launched a project (2015-2017) to strengthen the 

capacity of selected ESCWA countries, including Lebanon (Morocco, Egypt, Oman and Tunisia) 

and to create an enabling policy environment for R&D and the commercialization of research 

results. This encompasses the establishment of an NTTO in each of the five selected countries.  

 

ESCWA has identified a number of problem areas that call for the creation of such an office. At 

the core, the absence of institutional development and innovation awareness and strategies and 

the lack of enabling environments and incentives for universities (private sector collaboration), 

feed into a lack of policies that promote R&D and modernization as well as the broken cycle 

between universities, research and industries. This, combined with non-competitive production 

sectors (industry, agriculture, healthcare, technology, etc.), harbor the overarching problem of 

the increase in the number of deprived and underutilized youth in those Arab regions.  

 

It is for these reasons that required steps need to take place in order to boost competitive 

production economies to ultimately ñdignify lives through decent employment for Arab youthò. 

This is achieved by 1) establishing NTTOs with their related systems and enabling policies and 
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2) establishing university and research centers that work to integrate IP and TT policies into their 

staff and faculty evaluation and promotion proceedings (ESCWA, 2015). 

 

According to the Innovation Policy Platform, the common role that the NTTO should play is to 

bridge the gap between research and innovation by assisting universities and public research 

organizations in managing their IP. This main role feeds into more specific functions as stated 

below, with their corresponding channels of knowledge and activities. 

 

¶ Establishing relationships with firms and community actors ï Contract Research 

¶ Generating new funding support from sponsored research or consulting opportunities - 

Consultancy 

¶ Providing assistance on all areas related to entrepreneurship and IP ï Incubator 

Facilities 

¶ Facilitating the formation of university-connected companies utilizing public research 

organizationsô technology (start-up) and/or university people (spin-off) to enhance 

prospects of further development ï Spin-off and Startup Companies 

¶ Generating net royalties for the public research organizations and collaborating partners ï 

Licensing and Patenting 

 (Innovation Policy Platform, Technology Transfer Offices, Policy Brief, no date available) 

Supporting Policy Instruments. The NTTO cannot achieve alone its mission. Its activities 

should be a supported by measures at different levels such as: 

¶ For Universities: creating incentives for researchers to collaborate with private firms. These 

can include both financial rewards and institutional changes promoting careers of those 

scientists who choose to work on knowledge transfer tasks. 

¶ For CNRS and MoEHE. Introducing a new type of PhDs called industrial PhDs conducted 

in collaboration between a university or research institute and the industry. It should allow 

the possibility for industries to innovate at a reduced cost and risk and prepare the ground for 

Post Docs to find a job. This type of PhDs can also contribute to support innovative research 

at the early stages where investors are totally reluctant to intervene. This is practiced 

elsewhere in the world. In France for example the program CIFRE54 was implemented in the 

eighties. 

¶ For Government, establishing legal and regulatory frameworks that allow scientists to 

collaborate with industry and to transfer knowledge gained in publicly or university funded 

projects. 

¶ For BDL , creating collaborative research centers. Collaborative research centers have been 

named as one of the effective ways of providing shared facilities to publicly funded research 

organizations and private firms, in these centers research can work together and gain critical 

learning experience. This could be a way to support financially the early stages of the 

innovation chain. BDL has been supporting indirectly the entrepreneurship and startups 

ecosystem through the establishment of entities such as the UK Lebanon Tech Hub, it can 

                                                           
54 CIFRE stands for Industrial Agreement of Training through Research, it is a doctorate fellowships program in 

France for foreign students (http://www.anrt.asso.fr/fr/espace_cifre/pdf/cifre-en.pdf, retrieved on February 16, 2016) 

http://www.anrt.asso.fr/fr/espace_cifre/pdf/cifre-en.pdf
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similarly support vehicles and instruments to assist the research and innovation centers such 

as fast prototyping labs, specialized labs, to enhance the university-industry collaboration. 

10. Access to Finance: Financial Instruments in Lebanon 

10.1. BDL and the New Circular 331 
The most important law issued by Banque du Liban is the Circular 331 and its amendment. 

Circular No. 331 was issued on Aug. 22, 2013. Its objective is engage Lebanon the knowledge 

economy, boost start-ups and entrepreneurship and create the right ecosystem to sustain their 

activities. BDL cannot intervene directly. Its policy is channeled through the Lebanese banking 

system.  

 

According to the circular, the total participation of any bank in start-ups may not exceed 3% of 

the bankôs capital, provided the participation of any bank in a single start-up does not exceed 

10% of the aforementioned 3%. Thus, commercial banks must invest in at least 10 start-ups if 

they want to benefit from all the facilities provided to them by BDL. The equivalent of up to 

$400 million will be injected in this sector in the coming 7 years. 

 

Banks wishing to finance such companies will  benefit from interest-free loans from BDL 

guaranteeing up to 75% of banksô investment for a maximum period of 7 years. 

Banks can own up to 80% of the companyôs capital (not exceeding 80%) for the entire duration 

of the loan. The company should be a Lebanese joint stock company with nominal shares. The 

bank should liquidate all the shares it owns by the end of the maximum loan period (7 years). 

 

According to some experts, the main obstacle is that Lebanese banks are not accustomed to this 

type of transaction. Banks are not yet qualified to deal with the entrepreneurs or with this kind of 

investment. This is different from these banksô current activity, including investments in 

financial assets, particularly in Treasury bonds and the administration of loans, imposing an 

approach that contradicts with the principle of initiative and risk-taking (Nader, 2014). 

 

Another obstacle is that banks avoid small investments, given their cost and trouble making it not 

worth the effort. This contradicts the spirit of Circular No. 331 that aims at encouraging start-ups 

and the entrepreneurial spirit. 

 

However, the incentives offered by BDL were enough to push the banks to find appropriate 

means to overcome obstacles by creating specialized investment funds to seize the opportunity.  
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Below is a table showing the most important financial instruments in Lebanon and their main characteristics. 

 
Table 15: List of major financial instruments in Lebanon with description of business model, investment amounts, targeted sector/industry, number of supported 

startups and covered stage of development  

VENTURE CAPITALS  /  FUNDS 

Name Description/Business Model Total Investment 

Amount (USD) 

Sector/Type of 

Industry Targeted 

Number of Supported Startups/ 

Covered Stage of Development 

1. B&Y Venture Partners  

Follows the classic VC model 

Take stakes in tech startups in 

exchange for cash 

20% equity scheme 

500K 

(given range of 

100K-600K) 

Technology 8 

 

Covers Seed and Early growth stage for 

startups in Lebanon 

 

Later stage for startups outside Lebanon 

(Dubai, Madrid, US) 

B&Y Division One55 (Fund) 

 

Status: New 

Release Date: September 2016 

 

Local Investment (70%) 

Foreign Investment (30%) 

 

Joint venture with Broadgate Advisers 

- Hybrid investment tool Ą raises 

capital from banks and private 

investors  

 

Under BDL Circular 331 

50M  ICT 10 

 

Local Investment for Seed Stage 

Foreign Investment for Growth Stage 

2. Berytech Fund II Open Door Meeting approach 

10-45% equity scheme  

Follows the Circular 331 exclusively 

Applies co-investment  

Up to 70M 

 

Give startups 300K-

3M (depending on 

the case) 

ICT, digital content, 

fashion, renewable 

energy, industrial 

design, life sciences 

and medical technology 

1256 

1. Instabeat Ą 4M (equity 

investment) 

2. Loop Ą 2.5M 

3. CCC Ą 2M 

                                                           
55 Business News Lebanon. (2016). Yafi and Jisr to raise $50 million for ICT VC fund. 03 August, 2016. Retrieved on September 5, 2016 from 

http://www.businessnews.com.lb/cms/Story/StoryDetails.aspx?ItemID=5610  
56 Business News Lebanon. (2015). Berytech Fund invests $20 million. Shikrallah Nakhoul, December 14, 2015. Retrieved on September 26, 2016 from 

http://www.businessnews.com.lb/cms/Story/StoryDetails.aspx?ItemID=5275  

http://www.businessnews.com.lb/cms/Story/StoryDetails.aspx?ItemID=5610
http://www.businessnews.com.lb/cms/Story/StoryDetails.aspx?ItemID=5275
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4. Et3arraf Ą 2M 

5. Ounousa Ą 2M 

 

Startups with less than 2M 

Investment: 

6. Mobinets 

7. Cinemoz 

8. Element^n/Scriptr 

9. Slighter 

10. Atbaki 

11. Appdater 

12. Yalla Play 

 

Accelerator stage (above Seed Stage and 

above Series A) Ą startups that are 

already in operation 

3. Insure and Match 

Capital (IM Capital)  

2-3% up to 20% equity scheme 

 

Supports Qualified Early Stage 

Businesses and Investments 

 

Core components: 

- Matching Capital  Ą match 

investors with businesses and funds 

- Guarantee Equity Ą provide 

insurance for the investment made by 

the investors 

- Support Programs & Technical 

Assistance Ą capacity building for 

the ecosystem 

 

Backed up by USAID and funded 

by Berytech 

 

Not specific to BDL Circular 331 

regulations 

 Non-industry specific 

 

Matching Capital: 6 

1. Fantascope Productions 

2. Speed@BDD 

3. MEACOR 

4. ScoopCity.com 

5. Element^n 

6. LôAtelier du Miel 

 

Equity Guarantee: 1 

- Seeders Masterclass for 

Business Angels (MBA)57 

Č Status: New 

Č One year program for Early 

Stage startups 

Č Investment in 2-3 micro and 

SMEs 

Č 50K-100K USD 

investment (50% 

guaranteed by IM Capital) 

 

4. Middle East Venture 4 mains funds:  Approx. 120M Software and ICT 28 

                                                           
57 Berytech. (2016). Towards a network of qualified Lebanese Business Angels: Seeders MBA. Retrieved on September 5, 2016 from http://berytech.org/towards-a-network-of-

qualified-lebanese-business-angels-seeders-mba/  

http://berytech.org/towards-a-network-of-qualified-lebanese-business-angels-seeders-mba/
http://berytech.org/towards-a-network-of-qualified-lebanese-business-angels-seeders-mba/


91 

 

Partners (MEVP) 2 local: Building Block Equity Fund 

(BBEF) and IMPACT Fund  

2 regional: Middle East Venture 

Fund (MEVF) and MEVF II 

 

10-30% equity scheme  

 

MEVF=10M 

MEVF I =32M 

BBEF=15M 

IMPACT Fund = 

70M 

Including for the year 2016, MENA 

Startups 

- The Luxury Closet Ą 7.8M, 

Series B 

- Klangoo Ą 2.5M, Venture 

- Scriptr.io Ą 4M, Series A 

(Lead) 

- Volt Ą 225K, Seed 

 

Early Stage and Growth Investments  

 

Series A and Series B58 Stages 

 

Note: Rare cases with Seed Stage 

depending on interest in the startup and 

its potential 

5. Cedrus Ventures VC and Private Equity 

 

Seeks IRR (Internal Rate of Return) 

of 15-25% 

50K-500K  Non-industry specific Growth Stage start-ups or established 

businesses with high potential 

 

Description of other services: 

Business assistance and coaching. In 

some cases, technical assistance and 

coaching 

6. Leap Ventures Founded in 2014 

Growth Fund 

 

15 to 40% equity 

 

Invests in Growth Stage startups 

Investments reach 

between 

2.5M and 10M 

Up to 12M through 

partnerships 

 

Round 1 Closing at: 

71M 
Expected Round 2 

Closing: 80M 

Innovation and 

Technology 

47 

Including: 

- InMobiles 

- U-Turn Ą 10M, Series B 

- Keeward 

- Energy24 

 

Series B stage startups 

7. Cedar Ventures Financial advisory/consulting and 

investment banking firm 

 

150M-200M Healthcare Services 

Life Sciences and 

Information Services 

Invests in funds (including early stage 

focused funds) and not Startups 

                                                           
58 Series B Stage: Series B is second round of financing by private equity investors or venture capitalists 
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Raises debt and equity capital for 

companies 

100M (early stage) Technology 

Life Sciences (medical 

devices, drugs, 

healthcare information 

technology) 

Healthcare Services 

2M (Private Equity) Manufacturing 

Consumer Products 

Recurring Revenue 

Service Businesses 

Professional Services 

High-value distribution 

businesses 

8. MedSecurities 

Investment 

Brokerage 

Product Development 

Debt and Equity Private Placements 

 

Under BankMed 

   

Azure Fund59 30M Fashion 

Design 

Technology 

 

9. Middle East and North 

Africa Investment 

Initiative II (MENA  II)  

Funder: USAID 

Fund Managing Partners: IM Capital 

Covered Countries: Lebanon and the 

region (ex. Jordan) 

Total Fund: 225M 

 

First 5 years (out of 

20-year program): 

15M 

 

Non-industry specific Early Stage 

10. Phoenician Fund I Seed investments 50M Fintech 

Healthcare 

e-government 

 

11. Lebanon Seed Fund  Target Size: 20M 

Ticket Size: 200K-

500K 

  

12. Fonds dôamor­age de 

réalisation et 

dôorientation (FARO 

Loan) 

Financial support fund (bridges 

financing gaps)  

 

Established by the CCIA-BML 60, 

Starting Budget: 

500K 

 

Maximum Loan to 

Not specified? SMEs 

 

Eligibility:  

FARO supports entrepreneurs who plan 

                                                           
59 Executive Magazine. (2015). The 411 on 331: While there have been few investments to date, thereôs plenty more in the pipeline. Retrieved on September 5, 2016 from 

http://www.executive-magazine.com/special-report/the-411-on-331  

http://www.executive-magazine.com/special-report/the-411-on-331
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with the support of Berytech, and 

other groups 

Provides subsidized technical support 

for business development and 

financial expertise 

SMEs: 20K 

 

Max. 1% interest 

to introduce or have: 

- an innovative product or service 

- an innovative way to deliver a product 

or service 

- an innovative business model 

- at least one European or Mediterranean 

partner to realize the project 

13. Wamda Capital Fund VC Firm 

 

Dubai-based 

2M-5M Technology 

Technology-enabled 

companies in the 

MENA region 

1061 (none in Lebanon) 
 
Early stage, growth-stage, and 
startup investments 

BANKS / FINANCIAL COMPANIES  
Name Description/Business Model Total Amount 

Financed (USD, unless 

indicated otherwise) 

Sector/Type of 

Industry Targeted 

Supported Entities 

1. Al-Mawarid Bank  Lebanese joint-stock company with 

nominal shares, operating in the 

óKnowledge Economyô sector 

 

YOUTHinc. Initiative  

- Investment in emerging startups and 

young entrepreneurs 

Target Size: 400M Not specified SMEs, young entrepreneurs 

2. Bank Audi ï SME 

Banking 

2 Types of Products under SME 

Banking: 

 

1. TransAct Packages 

Non-lending category; allows clients 

to manage day to day banking 

transactions; benefits from 

preferential conditions and generous 

reward program 

 

2. Finance Package 

- Power Cards 

Amounts dependent 

on type of product 

taken 

Not specified SMEs and businesses 

                                                                                                                                                                                                                                                                   
60 CCIA-BML: Chamber of Commerce, Industry and Agriculture of Beirut and Mount Lebanon 
61 Wamda Capital Fund funded startups: 

In the UAE: Carma, Compareit4me.com, Arabia Weather, ShopGo, The Luxury Closet, Careem, Mumzworld, Kharabeesh 

In the USA: Little Bits 

In Jordan: Jamalon 
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- POS Cash Assistance 

- Empower Card 

- Premises Loan 

- Business Loan 

- Kafalat Loan (discussed below) 

 

Examples of Services Provided: 

Expanding or renovating premises, 

purchasing equipment and machinery, 

buying goods and raw materials, investing 

in future plans, buying a franchise or 

license, executing payments, paying 

salaries and settling rents 

3. Kafalat SAL Financial company 

 

Gives access to commercial bank 

funding to SMEs 

 

Provides loan guarantees to SMEs 

 

75% is owned by the National 

Institute for Guarantee of Deposits 

25% is owned by 50 Lebanese banks 

 

Any commercial bank62 operating in 

Lebanon can be approached to apply 

for a Kafalat loan guarantee. 

 

Programs under Kafalat:  

- Kafalat Basic 

- Kafalat Plus 

- Kafalat Innovative 

- Kafalat Startups and Innovation 

- Kafalat Agriculture 

- Kafalat Energy 

- Kafalat iSME 

Amount dependent 

on the type of loan 

program 

 

Example: 

Kafalat Startups and 

Innovation Program 

Ą to finance Fixed 

Assets and Working 

Capital Needs 

Ą 650M LBP 

Ą Up to 7 years loan 

duration 

Industry 

Agriculture 

Tourism 

Traditional Crafts 

High Technology 

SMEs 

4. BLC Invest Private Equity 6M Food and Beverage, 

Services, Technology, 

8  

(Names not specified; includes video-on-

                                                           
62 Examples of banks that provide a Kafalat loan guarantee: Bank Audi, Bank of Beirut, Banque Libano-Française, BLOM Bank, Fransabank, Jammal Trust Bank, BLC Bank, 

Lebanon and Gulf Bank, SGBL, Lebanese Swiss Bank, Credit Bank, Credit Libanais, among many more.  
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Light Industry and 

Utilities 

demand, augmented reality, software 

development, applications, healthcare, e-

commerce, and services) 

 

Growth Stage 

5. International Finance 

Corporation (IFC) ï 

Agence Française de 

Développement (AFD) ï 

BLC Bank63 

Joint guarantee, through a risk-

sharing facility (MENA SME Risk 

Sharing Facility) 

 

Loans granted by BLC Bank 

5M About 20% of the loans 

will be earmarked for 

women-owned SMEs. 

Not applicable 

 

 

                                                           
63 Business News. (2016). BLC gets IFC and AFD support for SME lending. Shikrallah Nakhoul, September 30, 2016. Retrieved on October 3, 2016 from 

http://www.businessnews.com.lb/cms/Story/StoryDetails.aspx?ItemID=5701  

http://www.businessnews.com.lb/cms/Story/StoryDetails.aspx?ItemID=5701









































































































