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Country / Region: Libya
PROJECT INITIATION PLAN (PIP)
	Project Title:
	Advancing Economic Transformation Initiative in Libya


	Expected UNSDCF Outcome(s) / Country Programme Document:
	Outcome 2.1: By 2025, people in Libya, including the most vulnerable and marginalized, will benefit from inclusive, transformative, and sustainable social and economic opportunities, contributing to reduced poverty and inequality. (CPD/UNSDCF)


	Expected UNSDCF Output(s) / Country Programme Document:
	Output 1.1.4: Government capacity for evidence-based planning and coordination strengthened for the development, implementation, and monitoring of the comprehensive national development plan and related policies, in consultation with key stakeholders.

Output 2.3 Private sector capacity to contribute to growth, and livelihoods generation and participation of women, youth and marginalized groups in economic life are boosted 


	PIP Start / End Dates:
	15 August 2026 – 31 December 2026

	Government Partner:
	United Nations Development Programme in Libya (UNDP)

	On behalf of the Ministry of Housing and Reconstruction:
	On behalf of UNDP:



	Signature: ______________________
	Signature: ______________________

	Name: ______________________
	Name: Dr. Sophie Kemkhadze

	Title: ______________________
	Title: Resident Representative, UNDP Libya




	Programme Summary
The Sustainable Economic Transformation Portfolio is a government-led, UNDP-supported initiative designed to help Libya transition from an oil-dependent economy toward a more diversified, inclusive, resilient, and sustainable growth model. The portfolio applies a systems-based approach that combines policy reform, institutional strengthening, investment mobilization, and place-based development to address interconnected economic challenges and unlock new opportunities for prosperity. 
The portfolio's interventions are organized around seven mutually reinforcing areas of engagement. These include strengthening economic governance and the enabling environment to improve transparency, accountability, and institutional effectiveness; fostering new place-based economic engines that create opportunities for local development and reduce regional inequalities; and building knowledge and human capital to equip young people and institutions with the skills needed for a modern economy. The portfolio also prioritizes nature protection, environmental regeneration, and climate resilience; promotes clean energy solutions to support economic growth while reducing environmental pressures; advances digital transformation as an enabler of productivity, innovation, and service delivery; and expands sustainable finance mechanisms to mobilize investment for long-term development priorities. 
Key Outcomes of the Sustainable Economic Transformation Portfolio
1. Strengthened Economic Governance and Institutions: Improved transparency, accountability, coordination, and institutional capacity to support economic reform and sustainable development. The portfolio aims to shift from fragmented governance towards more inclusive and effective economic management. 
2. A More Diversified and Resilient Economy: Reduced dependence on the hydrocarbon sector through the development of new productive sectors, increased private sector participation, and expanded investment opportunities across the economy. 
3. Creation of New Local Economic Growth Engines: Promotion of place-based economic development that generates jobs, unlocks regional opportunities, and reduces territorial inequalities by connecting local initiatives with national reforms. 
4. Enhanced Human Capital and Skills for the Future Economy: Strengthened knowledge systems, workforce skills, and institutional capabilities needed to support innovation, entrepreneurship, competitiveness, and long-term economic transformation. 
5. Improved Environmental Sustainability and Climate Resilience: Better management of natural resources, stronger climate resilience, and protection and regeneration of ecosystems to support sustainable economic opportunities. 
6. Expansion of Clean Energy and Green Economic Opportunities: Increased adoption of clean energy solutions that support economic growth, energy security, and environmental sustainability while creating new investment and employment opportunities. 
7. Acceleration of Digital Transformation: Greater use of digital technologies to improve productivity, innovation, service delivery, and the competitiveness of businesses and public institutions. 
8. Increased Sustainable Finance and Investment Mobilization: Mobilization of public, private, and development finance to support strategic investments and create a stronger pipeline of bankable economic transformation initiatives. 
9. Modernized Strategic Infrastructure and Emerging Economic Sectors: Investments that accelerate the development of the blue economy, circular economy, digital economy, and other future-oriented sectors critical to Libya's sustainable growth. 
10. A Private Sector-Led and Youth-Inclusive Development Model: Creation of the conditions for greater private sector participation, increased economic opportunities for youth and women, and more inclusive prosperity across Libya.


Situation Analysis: Key Challenges and Regional Lessons
2. LIBYA’S ECONOMIC LANDSCAPE AND DYNAMICS
2.1. National Economic Context and System Overview

Life and people in Libya

Libya, located in North Africa along the Mediterranean and bordered by Egypt, Sudan, Chad, Niger, Algeria, and Tunisia, is a country of vast deserts and narrow coastal plains. Its population of around 7.3 million is largely concentrated along the Mediterranean coast, while much of the interior remains sparsely inhabited.

For many Libyans, daily life is a mix of resilience and uncertainty. Years of political fragmentation have left public services fragile: electricity cuts are frequent, healthcare and education remain limited, and rising prices continue to strain household budgets. Food security is a concern for many. These shocks and service gaps are not gender-neutral: women and girls disproportionately absorb the burden of failing public services through unpaid care work, covering for shortfalls in healthcare, water provision, and energy access, which depresses their availability for paid employment and education. Violence against women remains underreported due to social norms, legal barriers, stigma, and limited trust in institutions. This protection gap constraints women's mobility, participation in public life, and labour-market entry.  While Libya performs relatively well on some gender development indicators – with women out-performing men in secondary education attainment (roughly 62.2% compared to 45.3%), this human-capital advantage is not translating into economic or political agency.  
Despite these challenges, Libya’s social fabric remains strong. Family and community networks provide crucial support, even as women and young people face limited opportunities under prevailing social norms. Social safety nets, social insurance and pension systems coverage  are minimal beyond subsidies, leaving households vulnerable to shocks. Living conditions vary across regions. Life expectancy is about 69 years. 
Libya’s substantial oil and gas wealth underpins its economy, but the benefits are unevenly distributed. The country records a mid-level human development, while the 2025 World Happiness Index ranks Libya 79th globally - the highest in North Africa.

Libya’s central economic challenge
Libya’s central economic challenge lies in strengthening the link between its substantial hydrocarbon revenues and broader-based, sustainable economic development. While oil and gas generate significant fiscal resources, much of public expenditure remains concentrated on wages, subsidies, and consumption-oriented spending, leaving limited space for investment in productive sectors, infrastructure, private-sector development, and job creation. At the same time, the absence of a fully unified long-term development framework has made it more difficult to consistently align public spending with national economic transformation priorities. 
This has contributed to an economic structure in which domestic demand is largely met through imports rather than local production, reinforcing import dependence and exposure to external shocks. This increases demand for foreign exchange, adds pressure on the exchange-rate system, and heightens vulnerability to parallel-market dynamics. In this context, fiscal expansion may support incomes in the short term, but it can also increase import dependence, inflationary pressures and the erosion of purchasing power, especially when exchange-rate pressures pass through to food, transport and other basic costs. 
The problem is deepened by the structure of public expenditure. Wage spending and subsidies provide important social support, but they also crowd out development spending and reduce the fiscal space available for infrastructure, SME finance, skills development, productive investment and regional economic development. At the same time, the dominance of public employment raises reservation wages and weakens incentives for labour mobility into the private sector. This leaves many non-oil sectors underdeveloped, while young people and women face limited pathways into productive work outside the state. 
Institutional fragmentation adds another layer to this cycle. The absence of a unified and disciplined fiscal framework, combined with off-budget spending and weak coordination between fiscal, monetary and exchange-rate policies, reduces the effectiveness of macroeconomic management. Instead of oil revenues being channelled through a coherent national transformation strategy, they are often dispersed through fragmented expenditure channels with limited impact on diversification, productivity or regional balance. This weakens confidence, limits private investment and makes it difficult to align public spending with long-term development priorities.
As a result, Libya remains caught in a rent-funded, import-dependent and public-sector-led economic model. Oil revenues sustain liquidity, consumption and public employment, but do not yet generate the structural conditions for a diversified, private-sector-enabled, private sector employment generating and territorially balanced economy. The challenge for economic transformation is therefore to change the transmission mechanism of oil wealth: from financing recurrent expenditure and import demand, toward financing productive investment, local value creation, private-sector growth, resilient infrastructure, human capital and regionally grounded economic opportunities. At the same time, the Portfolio can help fill the current strategic gap by supporting a nationally led process to clarify, structure and build consensus around Libya’s sustainable development priorities. 
Intervention Vision and Overall Objective (UNDP)
This Project Inception Plan  builds on UNDP's ongoing efforts to co-create with Libyan government the Libyan Economic Transformation Portfolio in consultation with relevant national stakeholders  and partners as well as international development partners. The PIP  aims to accelerate progress toward the adoption of the portfolio by implementing key high impact and tangible initiatives with the portfolio identified areas of interventions  that address priority needs and seize on opportunities for maximizing development impact.  

In particular this PIP will prioritize the achievement of the following results within the formulation of 
· Result 1 (The Strategic Bridge): Capitalize on the Blue Economy seed funding received from Italy for technical mapping to bridge into community-level implementation via a localized small grants mechanism.
· Result 2 (Unlocking Future Investment): initiate high-impact, catalytic activities that demonstrate the viability of a systems-based transformation approach, and government and donors’ buy-in. This proof of concept is intended to unlock future government cost-sharing and attract non-traditional donor support. 
· Result 3 (Securing Commitments): Secure formal co-financing and contribution commitments from international partners and the Government of Libya for full-scale portfolio implementation, leveraging the momentum generated by these initial catalytic pilots.



The PIP will prioritize the following areas of interventions (pillars) within the overall economic transformation 
1. Governance & enabling environment for sustainable economic transformation 
2. New place-based economic engines for prosperity and equality
3. Sustainable finance 
4. Digital for Economic Transformation

	Output One
	Output Two
	Output Three
	Output Four

	Governance & enabling environment for sustainable economic transformation
	New place-based economic engines for prosperity and equality

	Sustainable finance 

	Digital for Economic Transformation



Output One: Governance & enabling environment for sustainable economic transformation
	Purpose of this Pillar
Build lasting capability for transformation. Develop the skills to drive economic diversification - in innovation, evidence-based policymaking and systems-based governance that remain with the State - a durable national asset


Activities:
1. Support the development of Integrated National Financing Framework (INFF) (20,000 USD)
2. Build on ongoing JSB supported blended finance initiative to support MSMEs (15,000 USD
3. Outreach and dialogue with legislative branch on legal and regulatory reforms for strengthening enabling environment on MSME financing and banking sector (10,000 USD)


Output Two: New place-based economic engines for prosperity and equality
	Purpose of this Pillar
Create inclusive engines that explicitly create pathways for youth, women, displaced populations and host communities through diversification zones, agri-food and blue-economy value chains, circular industries and digital engines, supported by local infrastructure and demand-calibrated skills.


Activities:
1- Blue Economy (North): Launch of the small grants mechanism in coastal municipalities (leveraging Italian-funded mapping). (40,000 USD)
2- Cross-Cutting: development of Road Map of Circular Economy roadmap (70,000)



Output Three: Sustainable finance 
	Purpose of this Pillar
Support progress toward national Financing Facility that blends public, concessional, diaspora and private capital – and directs it to the points of connection across the system – is what turns individual investments into a transformation capital.


Activities:
1. Implement capacity building programme and technical support to unlock access to finance 
through capacity development,  introduction of digital finance and  innovative financing modalities, fostering reform of PPP framework and MSME financing (75,000 USD).
2. Support the University’s innovation centers  in fostering scalable and bankable projects drawing on (e.g) nature based solutions in sustainable agriculture, food processing, waste management and circular economy. Leverage IFI and CSR resources  (90,000 USD) 

Output Four: Digital for Economic Transformation
	Purpose of this Pillar
Utilize Libya’s digital economy potential to support public infrastructure, e-commerce, fintech and digital services to, expand markets and help formalise informal economic activity. Support digitalization as driver of economic diversification and a platform for national convergence.


Activities:
1. Accelerate growth of Libya's digital marketplace through innovation and strengthening financial inclusion and fintech solutions (50,000 USD)

Monitoring and Evaluation
Project Initiation Plan Monitoring and Review Framework
A robust monitoring and review framework will be put in place to ensure the effective implementation of preparatory activities and the timely preparation of the final project document.
The monitoring framework will be designed to support evidence-based decision-making and adaptive management throughout the project-initiation phase. In line with UNDP's quality-assurance standards, the following mechanisms will be used:
1. Activity monitoring against the work plan: All activities under the Project Initiation Plan will be tracked against an agreed work plan to ensure progress towards the defined outputs. Timelines, responsibilities, and milestones will be clearly set out and reviewed regularly.
1. Reporting: The project team will prepare a technical and financial report every three months on project progress.
1. Periodic progress reviews: Structured meetings will be held periodically (bi-weekly, monthly, or quarterly, as appropriate) with the participation of UNDP, the Ministry of Housing and Reconstruction, and key stakeholders. These sessions will be used to assess implementation status, identify challenges, and provide corrective recommendations to keep the project aligned with its objectives. This includes the preparation of periodic progress-review reports as described above.
1. Technical oversight and quality assurance: Project quality will be assessed against UNDP's quality standards to identify the project's strengths and weaknesses and inform management decisions to improve project performance.
1. The preparation of the full project document will be subject to continuous technical oversight, with drafts reviewed to ensure alignment with national priorities, compliance with UNDP programming standards, and responsiveness to the outputs identified during stakeholder consultations.
1. Stakeholder consultations: Targeted consultations will be held with departments and divisions of the government entities, affiliated institutions, and development partners working within the project's scope, to ensure that the outputs of the Project Initiation Plan are technically sound, nationally owned, and reflective of institutional needs.
1. Financial and operational monitoring: The use of resources and the performance of the project team will be monitored to ensure compliance with UNDP's operational policies and to maximize cost-efficiency and accountability during the initiation period.
At the conclusion of the Project Initiation Plan, a report on this phase will be produced. This report will serve as an official record of progress, summarizing:
1. Activities implemented and results achieved;
1. Challenges encountered and corrective actions taken;
1. Lessons learned and recommendations for the full implementation phase.
In addition, this monitoring approach has been designed to match the scope of Economic Transformation Portfolio, and aims to ensure that the Project Initiation Plan establishes a solid foundation for an effective launch and long-term success of the portfolio — including the formulation of a signed, co-founded multi-year portfolio document.
Legal Context
This project document constitutes the instrument referred to in Article 1 of the Standard Basic Assistance Agreement between the Government of Libya and the United Nations Development Programme, signed on 20 May 1976. All references in the Standard Basic Assistance Agreement to “Executing Agency” shall be deemed to refer to “Implementing Partner.”
UNDP (“the Implementing Partner”) will implement this project in accordance with its financial regulations, rules, practices, and procedures, only to the extent that they do not conflict with the principles of UNDP's financial regulations and rules. Where the financial governance of the Implementing Partner does not provide the necessary guidance to ensure best value for money, equity, integrity, transparency, and effective international competition, UNDP's financial governance shall apply.
This project document is the instrument referred to in Article 1 of the Standard Basic Assistance Agreement between the Government of Libya and the United Nations Development Programme, signed in May 1976. All references in the Standard Basic Assistance Agreement to “Executing Agency” shall be deemed to refer to “Implementing Partner.” For the purposes of the Standard Basic Assistance Agreement, the Executing Agency in the host country refers to the cooperating government entity described in the Agreement.
The project will be implemented under the Direct Implementation Modality (DIM), and the management of the project's financial transactions will comply with UNDP's Direct Implementation Modality guidelines.
Any revision required to this project document requires the agreement of both signatories to this project document on any future proposed changes, which may include:
1. Revisions to, or additions to, any annexes of the project document;
1. Revisions that do not involve significant changes to the project's objectives, outputs, or direct activities, but result from the rearrangement of previously agreed inputs or from cost increases due to inflation;
1. Mandatory annual revisions that re-schedule the delivery of agreed project inputs, or increase expert or other costs due to inflation, or take into account agency expenditure flexibility; and
1. The inclusion of additional annexes and attachments only as set out herein in this project document.
Work Plan
The work plan and estimated budget table are attached as an annex.
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