World Bank Awards Lebanon $70 Million Grant for Reconstruction
 

The Board of Governors, the World Bank’s highest decision-making authority, has approved a grant of $70 million for a Trust Fund for Lebanon to support the Government's reconstruction efforts following the recent hostilities. The money will come from the Bank’s surplus, and will not involve any additional debt burden for Lebanon.

The decision was announced during the joint World Bank/International Monetary Fund Annual Meetings in Singapore on September 19-20, 2006.  

“The impact of the hostilities on the Lebanese economy has been severe and deserves the attention and support of the international community,” said Mr. Juan Jose Daboub, Managing Director of the World Bank. 

“Since the cessation of hostilities, the Bank has been looking at ways in which it can support the Government of Lebanon, without adding to its public debt burden,” said Mr. Daboub. 

“Lebanon is one of the most indebted countries in the world, with public debt in excess of 180 percent of GDP. The country cannot afford additional borrowing for reconstruction, and we are trying to help prevent that, despite the dramatic increase in expenditure and a decrease in revenue due to the hostilities,” Daboub said.

The Trust Fund will be used to scale up existing projects and advance projects already under preparation, especially in the municipal and water sectors. 

Part of the grant will go to the International Finance Corporation (IFC), the private sector arm of the World Bank Group. The IFC, in close cooperation with the Government, is preparing a program to rehabilitate Lebanon’s private sector, focusing, among other elements, on small and medium enterprises and the removal of administrative barriers.

The Board of Governors’ approval of the Trust Fund is the latest in a series of steps undertaken by the Bank in support of Lebanon in the aftermath of the recent hostilities.

Immediately after the cessation of hostilities, the Bank approved 100 percent financing of all its projects in Lebanon, exempting the Government from the average 25 percent co-financing commitments for each of the six projects currently under implementation. 

The Bank has already substantially reallocated the uncommitted funds in the portfolio to address urgent needs in close cooperation with the Council for Development and Reconstruction. By way of example, US$12 million under the Education Development Project has been redirected to the rehabilitation of educational facilities in the affected areas. 

At the request by the Government, World Bank teams have begun work on an Economic and Social Impact Assessment, which will be a primary source for the preparation of the Government’s reconstruction and reform program in advance of a Donor Conference it plans to convene in Beirut later in the year.

Separately, the Bank’s Post Conflict Fund has allocated a US$1 million grant to help the Government establish a transparent and accountable system for tracing reconstruction assistance, and to simplify and accelerate implementation.
