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THE LEBANESE EXPERIENCE IN INDUSTRY
The Investment Development Authority of Lebanon (IDAL)’

Since the end of the Lebanese war in 1990, a new eralufityt prosperity, and

economic affluence is foreseen for the region. Lebanonxjeated to play an
influential and dominant role in the reconstruction of thelde East and its socio-
economic development as a result of its idiosyncraticatiaristics and geographical
setting. In that respect, Lebanon is at the onset of rebgildi® economy,

reconstructing its infrastructure, rehabilitating its varisestors, and is promoting
productive sectors of the national economy. Industentified as a priority area with a
significant potential for future development, is receiving mgj@vernmental support.
Coming out of a 17-year civil war of detrimental and notoriafisrmath, Lebanon
manifested itself as a country of unique and distinctivéustrial experience. It
emerged with an unclear industrial strategy. “De fac@gravating industrial zones,
unidentified comparative industrial advantages, and unkneuitable industries.

Nowadays, new industrial zones are being establishectemte industrial hubs to
provide common services to industrialists, reduce opesddtionsts, and help in
promoting expertise sharing. Accordingly, comparative advastag the Lebanese
industries have been set and industries suitable for Lebanoméenedentified. Laws

and regulations are also modified and updated to accommodateeti@nt and modern
demands of labour and management. The Lebanese governmenyriprégsedented

national attempt to promote industrial estatesyavigding special, fiscal, and financial
incentives to Lebanese/foreign industrialists and is eshéfdisa one-stop-shop
service. This one-stop-shop will help investors overcothe hindrances of
bureaucratic routine, accelerate issuance of industriamifse and facilitate

governmental-industrial procedures. The new policy tarpetsate of growth to reach
6-8 % and industry to represent around 18 % of the GDP ircdh@ing decade.

Investors are expected to establish industrial regionaditees in Lebanon which will

lead to promoting exports, overall growth, and hence, gl@ggdnal development.

" This paper was presented originally by Kamal F. Hayek, rieegi and Financial
Analyst at the Investment Development Authority of Lebadoring the Workshop
on “Comparative Advantages and Direct Inputs of IndustrightEs/Districts in the
Economies of the Middle East and North Africa.” The Workshwhich was
organised by SESRTCIC and UNDP Special Unit for TCDE&s Wweld in Ankara on
1 and 2 October 1997.
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1. INDUSTRY IN LEBANON
1.1. Government policy

In its effort to stimulate balanced economic depelent and generate
employment opportunities throughout the countrg tkebanese government
has embarked on a major infrastructure developmpesdram to support the
productive sectors of the national economy. Ingusttentified as a priority

area with significant potential for future develogmb is receiving major

governmental support. The small and medium scalasimial estates play a
major role in the economical development of theomal economy as they
represent the bulk of the industrial units. Nowadass than 1% of the
Lebanese factories recruit more than 50 employdesce, when we refer to
the industrial sector in Lebanon, we mean the sraai medium size

enterprises.

At the end of the civil strife, the Lebanese opetiegir minds to new
industries that opened new perspectives and harifmmthe industrial sector.
The government, however, will not orient the indiastpolicy, as done in
other countries, because of the socio-economiatiitn and mentality of
labour. On this point, the Lebanese Minister ofulsitly declared:

“Our government will not support a particular induil sector while
excluding the rest. Moreover, it will help all ingtdal sectors face the
international agreements foreseen and it will préenexport oriented
services. Obviously, some of the sectors that dofind.ebanon’s
competitive advantages will not survive in the loag. The Lebanese
government, moreover, will protect local industrfes the next three
years and support small and medium sized entermptise

1.2. Industrial sector in Lebanon

Lebanon’s industrial sector proved its resilienaginty the country’s most
difficult period and continues to contribute an negsive share of national
income, employment and exports. Nowadays, the Lefmmndustrial sector
can be characterised by its swift development dftercivil war. In 1995, the
industrial output reached $3.9 billion. The conttibn to the Gross Domestic
Product (GDP) amounts to 20%. Approximately 150,p80ple are working
in 23,000 factories (average 5.52 employees/uHitg. turnover of the industry
is $3.72 billion (a company’'s average $165,000)dayy over 50% of
industrial production is in the consumer produEtsod and beverages, fashion
products (textile and leather), and wood and fureitaccount for 24%, 15%,
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and 10%, respectively, of Lebanon’s industrial otttpTheir shares of
industrial employment are 23%, 20%, and 17%, respsyg.



114 Journal of Economic Cooperation

The industrial production is highly fragmented andst of the industries
are family-owned and concentrated in the capitdl iount-Lebanon regions.
On the other hand, significant national investmemésmade in industry while
foreign participation is negligible (only 1%). Ramaterials (21% of total cost)
and labour (68% of total cost) represent the migtortant components of
cost; labour in Lebanon represents a larger pesigendf cost than expected, a
symptom of low investment in production technoloByports have recovered,
especially those designated to the Gulf and theuhevihey represent 5-10%
of the GDP in Lebanon, and yet this is lower thasthcountries in the region.

Lebanon can build on its traditional strengths @anch an ambitious
programme and expand its industrial sector in & decade. The country’s
strengths include a tradition of free trade, mati@eking services, minimal
government intervention with a relatively small gavment sector, and low
marginal tax rates. More important perhaps arestinengths of Lebanon’s
human resources. The Lebanese have traditionajlyyet a high level of
entrepreneurship, market skills and excellent m#gonal connections.
Industrial establishments tend to be small and higimtrepreneurial, and
therefore very adaptable to changing production muadgket conditions. The
level of education of both labour and managemerelaively high, and both
exhibit a capacity for fast learning. These strbagare, undoubtedly, the
major competitive advantages of Lebanon and thee Has the future
development of its sectors.

1.3. Problems of the Lebanese industry

Five major problems have been identified in the dredse industrial sector.
These problems need short or long-term improvemamtisthe government is
working on devising respective solutions for them:

e Low productivity of labourilabour wages in Lebanon are reasonable in
comparison with other Middle-Eastern or Europeanntwes. However,
the productivity is relatively low because of ingdate labour laws
(concerning vacations and overtime) and insufficiamestments in labour
training, plants and equipment.

* Lack of experienced manpoweks a result of limited, inadequate training
resources and ill-prepared technical graduatesan@f is experiencing a
shortage in skilled labour.

e Limited access to the markdiebanon has one of the smallest domestic
markets in the region and has no significant pesfeal treatment in terms
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of access to export international and regional etarksuch as the EEC or
the GCC).

¢ Finite supply of landLebanon has a limited supply of land for industria
use, which makes the land expensive.

¢ Insufficient equity finance:Equity finance is somehow limited and
commercial debt is relatively expensive.

1.4.IDAL responsible for industrial development & management in
Lebanon

The Investment Development Authority of LebanonAlLD established in
1994 by decree of the Council of Ministers, becduntly operational in 1995.
Its main role is to attract private capital investrh in support of the
unprecedented efforts of national development andnrstruction in Lebanon.

IDAL identifies large-scale investment opporturstiand facilitates their
implementation. It works in close relationship widh concerned ministries
and reports directly to the Prime Minister. It Bvolved in establishing,
developing, and managing Free Trade Zones, Indus®arks, and major
infrastructure facilities and projects on a BOTB®O basis. IDAL facilitates
investments in private productive projects and ey the investor with
speedy access to information, decision-making emglementation assistance.
The authority also plays an active and respongible-setting strategy for
promoting industrial development.

Acting on a decision by the President of the CdurfcMinisters issued in
July 1995, a committee was formed, presided by IDAépresenting all
ministries and administrations concerned with thdustrial sector. These are
the Ministries of Industry, Environment, Public VWer(D.G.U.), Agriculture,
Health, Economy and Trade, Municipality and Ruréfia’ks, and the Higher
Council of Customs. This committee was entrusteth vihe mission of
surveying the industrial zones in Lebanon, proppsioncrete solutions and
measures to be adopted to improve environmentatlitons within these
zones and creating new industrial zones in the dmonk of a new industrial
development policy. In line with this view, a newirliétry of Industry was
created and approved officially in May 1997.
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2. INDUSTRIES SUITABLE FOR LEBANON AND THE PREFERRED
INVESTMENTS

2.1. Characteristics of theindustries suitablefor Lebanon

Industries of a high potential for success in Lefmashould be identified in
order to develop a complete strategy for promotintlyistrial development in
the country. Based on the several studies conduwigid the Lebanese
Association for Industrialists and the differentnsaoltants, the consensus
reached showed that the industries most likelyteeed share these common
characteristics:

2.1.1. Skill-intensive rather than labour-intensimdustries

Labour, technicians, and management in Lebanorb@éxicapacity for fast
learning and adaptation and are, generally, mogdiftpd than the labour of
other neighbouring countries, which facilitates pinemotion of skill-intensive
industries. In addition, these industries’ prospyewill help to repatriate
skilled emigrants and reduce the drain of naturamdn resources via
imported labour.

2.1.2. Industrial sectors providing higher valuedad products

Lebanese industrialists should concentrate on higlue-added products
through branding trademarks, producing under lieemssimilar agreements,
with internationally renowned companies in thedids.

2.1.3. Low energy and non-natural resources consgrimdustries

Lebanon has limited natural resources and impodstrof its energy that is
obviously cheaper in neighbouring oil-producing mivies.

2.1.4. Environmentally-friendly industries

Lebanon should focus away from energy-intensivepaltuting industries,
since it is poor in energy resources, but richourist appeal. Any polluting
industry will naturally cause harm rather than bgsevhen viewed from a
macroeconomics perspective. In other words, inthssseriously detrimental
to the environment should be disregarded.

2.1.5. Export-oriented industries necessary in viefv the forthcoming
international agreements (e.g. Euromed % GATT)
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Industries that are striving solely on the localrked and do not have the
potential or the ability to export competent progueill be unable to sustain
when the Lebanese market opens to foreign competiti
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Any industry that satisfies some of the above datavill be favoured to
attain a_high quality productecessary for competition on the local (to achieve
self-sufficiency) and the international scenesstkuasuring the viability and
sustainability of industrial production in Lebanoithe government is
promoting such kind of industries that suit Lebda@mompetitive advantages.

2.2. Idiosyncrasies and preferred investments per sector

The most important sectors of the Lebanese econesrg surveyed and
studied. Samples were drawn and preferred invesgnrtbat suit Lebanon’s
strategic objectives have been recommended pemrsethe preferred
investments in some sectors of the Lebanese ecoamriisted below:

2.2.1. The food and beveragector aims to provide self-sufficiency for
Lebanon and export traditional Lebanese food. Hameproducing under
license is interesting provided that Lebanon preduexclusively for the
surrounding countries. This industry affects thedmese agricultural sector as
it relies mainly on agricultural and animal prodant In doing so, it helps the
balanced economic development of different indakaind agricultural sectors
in various regions of the country.

Poultry, dairy, meat, and pet food products (exapt mixing) should
have special treatment plants for their dischargedducts to preserve
environmental balance. Food, if processed in umclemd unhygienic
conditions, can be hazardous to consumers’ hegttils. shows the necessity to
promote the sector as skill rather than labourrisites in order to ensure the
safety and cleanliness of production methods (&ation, hygiene, etc.).

2.2.2. The textile industrgtands as an indefensible traditional industry iha
a non-lucrative investment. In addition, the co$ttextile production in
Lebanon is higher than that in the Far East orrotientries. However, the
Lebanese government should exert special effortpréserve the existing
industry and to attract investments to it in orderprevent social crises.
Lebanon cannot compete with textile produced abfoadwo main reasons:
the raw material is unavailable locally (linen, toot, etc. are imported); the
textile industry is labour-intensive.

2.2.3. The wearing apparel and accessofieustry should be preserved and
encouraged as it allows for the expression of tlbahese genius and
creativity. Moreover, wearing apparel qualifiesaasexport industry that can
be enhanced if production is branded. This indugrgkill-intensive as it

entails creativity and industrialists should diréatestments to it. Lebanon
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should avoid investing in mass production, as #ésdoot provide any relevant
value-added.
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2.2.4. The wood and paperdustry satisfies Lebanon’s local market neets. |
exports are hindered by their high freight pricd &nluminous nature (even if
packages are compiled or pressed). Usually thimisexnot affected by other
industries.

2.2.5. The furniture industry (wood, metal and fizs is characterised by its
voluminous nature, which restrains its export. Galg this sector meets
local needs and exports only household items thhawscreativity and
Lebanese taste.

2.2.6. The chemicals and plast®msctor is necessary because it plays an active
role in producing other industrial commodities suab pharmaceuticals,
detergents, etc. Lebanon can import plastics amenidals for its industries
but local ones avail because of their usually chadges. This industry will
always exist in the country, but a technologicadgican help it sustain better.

2.2.7. The industrial building materia¢®ctor is to provide self-sufficiency for
the country. The existing ones in Lebanon are iqadee and are not even
satisfying local needs. Moreover, this industry dediuge investments to
develop and promote it.

2.2.8. The packaging materiaddustry also aims at providing self-sufficiency
and is not destined for export. Packaging matésigonsumed by household
industries.

2.2.9. Fabricated metal productéebanon should get away from foundries,
smelters, machine tools and heavy machinery. Smlefabricated metal
products attract investments due to their spetiatacteristics.

2.2.10. Machinery and equipmer8elected manufacturing industries in this
sector should be promoted because we have theyadnild capacity. Future
industries in this domain include cars and compugsmsemblage. No special
Lebanese taste or impact in this section.

2.2.11. Publishing, printing and reproduction ofcoeded media Lebanon
should keep the edge in this industry and promotestments in its different
sectors not to be forerun by other countries.

2.2.12. Advanced industrietebanon should keep the edge in this industry
too and promote investments in its different sextor



The Lebanese Experience in Industry 121

3. GOVERNMENT STRATEGY FOR PROMOTING
SMALL AND MEDIUM SIZED ENTERPRISES

In order to promote industry, in general, in Lebarand small and medium
industrial enterprises, in particular, several Esdnd workshops have been
conducted by the Lebanese government, the Associafi Industrialists, the
Investment Development Authority of Lebanon, andesal consultants,
namely Arthur D-Little. These studies recommendastrategy based on short,
medium, and long term action plans to realise tbheeghment’'s strategic
objectives.

3.1. Short to medium term improvements
On a short-term basis, Lebanon is seeking to:

3.1.1. Promote investments in different sectork wérticular attention given
to industry To attract local and foreign investments to thdustrial sector,
the image of industry as a good place to investilshioe promoted. A number
of company laws and regulations should also be mmigkxd and promulgated
such as those related to information disclosurspasce of warrants,
equipment leasing and capital markets.

Action Taken: IDAL is promoting the image of Lebanon and its isttial
sector, in particular, as an attractive place fioestment. It also recommended
several modifications and changes to be made is amcerning commercial
companies.

3.1.2. Minimise government bureaucracfo minimise the “cost of
government and its red tape” develop new rulesgmernment procedures.
Automated and simplified customs procedures, a stoe-shop and fast
efficient procedures for issuing licenses relateéhtustry either in industrial
areas or in the free zones should be establishethke Lebanon competitive
with other countries in the region.

Action Taken: Several laws and rules were recommended by IDAL amd
action plan, on a short and long term basis, is Senplified customs
procedures have been promulgated in Lebanon ifirttejuarter of 1997.

3.1.3. Provide properly serviced industrial land® reduce the cost of land,
infrastructure and industrial support servicesalagh industrial estates well
supported by infrastructure services (electricitygter, waste disposal, etc.)
and cluster similar industries in selected location
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Action Taken: After conducting various studies on industrial aread the
classification of industries, the government isvyling suitable and good
industrial infrastructure for all regions.

3.1.4. Improve quality and efficiency of productiohhrough promoting
quality consciousness, and revitalising the Leban8tndards Institution
(LIBNOR) and the Industry Institute to set standaiidsue quality certificates,
and ameliorate efficiency of production.

Action Taken: LIBNOR has started working on norms. At presengsthare
restricted to construction projects that will bidaed by the sectors of food
and beverages and the paper industry.

3.1.5. Promote exportdhe promotion of exports could be developed tghou
the establishment of bilateral and multilaterabl&ragreements, export houses
with overseas representation offices, and devetppiport trade finance and
guarantees.

Action Taken: Several agreements have already been signed toopgom
export between Lebanon and other parts of the wartth as Armenia, China,
the Czech Republic, Egypt, France and lItaly. Ottnade agreements are
currently under negotiations such as those witHttée and Venezuela.

3.1.6. Create several task forces in the followiageas manpower
(MANTAF), law (LAWTAF), investment (INTAF), rehalitation of existing
industrial  facilities (RETAF), support (SUPTAF), fiastructure
(INTRATAF), export (EXTAF). These task forces are s$tudy the best
solutions for the Lebanese industry.

Action Taken:IDAL, the Ministry of Industry, the Industrialistgissociation,
and all others concerned are holding meetingsitiatii@ the formation of these
task forces. During the industrial workshop heldtlo@ 13th and 14th of June
1997 under the presidency of the Minister of Indysten task forces were
approved to be implemented next month. The taske®rcentre around
investments, standards improvement, industrial oeestoms, regulations,
manpower & labour laws, bilateral agreements, im@Bonal & regional
agreements, environment and vocational trainingakilitation. These task
forces are responsible for improving their respectiomains, setting action
plans, and issuing pertaining laws and rules.
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3.2. Long-term improvements

Lebanon has an abundance of engineers and teatmid¢lee country’s most
interesting competitive asset, but their skills ao¢ always aligned with the
requirements of modern industry. This proves treeasity to implement these
long-term improvements which will take longer torealised.

3.2.1. Developing and training manpowéfdajor impediments and obstacles
to promote the national industrial sector originfiem unskilled manpower.
Fundamental changes such as extensive and upeddrthistrial engineering
training, improved and aligned vocational prepamti specific
apprenticeships, and student orientation and empdoy centres need to be
introduced.

Action Taken: The Ministry of Vocational Training is working on a
programme to promote and to develop such schoothdrcountry with the
direct collaboration of IDAL, which has been prawigl the ministry with the
latest information concerning the studies conducted

3.2.2. Modifying manpower laws and regulatioManpower laws and social
security regulations in Lebanon are somewhat iitflexand archaic; they
have to be updated. This could be achieved througimulgating more
flexible rules in terms of recruitment, social ségyucharges and services,
private pension funds and restrictions on foreigmpganies.

Action Taken: Several laws to reduce restrictions and social rifgatharges
are being studied in view of their passage. Fommgte, industrialists are
exempt from having their employees on social sécom condition that they
provide them with equal or better benefits (Dradinl).

4. GOVERNMENT POLICY TO PROMOTE INDUSTRIAL ESTATES

Several investigations revealed the need to classifsting industrial areas
and to create new ones in Lebanon to satisfy theirements of the local and
foreign investments in industry. Fifty-nine areaSwhich 44 exist and 15 are
to be established, proved to be suitable and teafr industrial activities at
present. The new zones are being established, ppiand landscaped
according to international standards and existingsoare being revitalised,
with government support, through improvements irrastructure and
landscaping. These are either private or public @adsified into categories
based on the new industrial classification set.sTtlassification is also
included in the licensing procedure.
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4.1. A new classification of industries has been established

The evolution of production techniques and pollntemntrols has made many
modern industries no longer threatening to the renwent. The newly-
developed categorisation divides industries intogroups instead of 3.
Dividing the industries in that manner provides aren detailed and
comprehensive classification that will help in kiegp pace with the
developments in industrial technology.

Categories 1, 2, & 3 represent industries of a pment effect on public
health or the environment in general. Categorie® 8, on the other hand,
include industries of minor or null effect on thablitat. This classification of
industries provides not only an overview of all bebse industries, but also
their respective environmental impact.

4.2. A new classification of industrial areas has been adopted

In recent years, many areas were investigatedrprsaitable characteristics
they might have for industrial development. Eaclkaawas surveyed to
estimate the extent of its development, the peaggntof its ‘buildable’
surfaces, and the possibilities of its extensioragpeared that the present
available capacity within or proximate to indudtrd@eas was not enough to
satisfy investments. New selected areas were trerehvestigated and 44
areas were made suitable and realistic for inclsdtivities at present. These
selected regions are varied and they differ widelytheir legal status,
geographical location and vulnerability. For théason, the areas are divided
into five categories and both criteria of classifions are included in the
licensing procedure.

4.2.1. Integrating the two classifications

Industrial zones are classified according to thdusgtrial category they are
authorised to accommodate in order to prevent irapfately located
industries._Hence, the choice was made to diffeaenthe following three
classes

Area A is to accommodate harmless & environmenfaindly industries.
That isCategory 3 (or 4, 5) industries.

Area B accommodates harmful & possibly threatemlgstries.
That isCategory 2 (or 3, 4, 5) industries.
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Area C will accommodate seriously toxic, environtadlg detrimental
industries.
That isCategory 1 (or 2, 3, 4, 5) industries.
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4.3. Creation of industrial zones
4.3.1. Initial status of the Industrial Zones

As a result of the chaos that prevailed duringgast two decades, industrial
development was scarcely controlled in Lebanon. s€quently, industrial

developments such as factories and plants establligfemselves outside the
Industrial Zones and residential or tourist buiginon the other hand, were
placed inside them. These developments which datesdi clusters of

buildings of incompatible use and practically withgublic utilities became

known as “De Facto Industrial Zones” and were egkst by the Council of

Ministers decrees as part of the Urban PlanninguRégry Process. Hence, a
major effort should be exerted to reorganise intkiszoning, as this has
become a necessity.

4.3.2. Positions and conditions of the industriabnes (Problems,
geographical distribution, etc.):

The existing industrial zones were inappropriatd anfitting for industrial
production. Moreover, many environmental problerasenidentified:

* Immediate proximity of some zones to the seasidadiit, Zouk, Ghazieh,
Beddawi, Selaata).

e Location of zones in wooded regions with high buid coefficients
(Brummana, Beit-Meri, Ghazir, Fanar).

* Proximity or overlap in some cases of industrigarpé with residential
areas (Chekka, Fanar, Nahr-lbrahim); in some cassglential units are
located in a part of the industrial zones (Aajattobanar).

* Lack of infrastructure related to liquid waste treants as well as noise
and air pollution (almost all industrial zones affected in this respect, but
the situation is particularly dangerous in Selaatd Chekka).

* Non-compliance of plants with existing regulatioregarding hygiene,
safety and respect for the environment (for inganblahr-lbrahim
industrial zone is polluting the river nearby).

¢ Industries scattered outside the industrial zonegettive zones) with no
infrastructure nor any environmental regulations.
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After detecting these aggravations, industry wassified according to a
newly devised system that grouped industries intatggories instead of 3 in
an attempt to rectify the present situation. Asesult, industrial zones are
categorised according to the industrial group thase prepared to
accommodate and, hence, located in an area theg beeh an industry with
minimum harm or toxicity to the environment.

4.4, Strategy for development & locating industrial zones

The strategy of the government lies in creatindgedént types of industrial
zones corresponding to the various demands of xstireg and potential
industrial projects in Lebanon. These zones aréepesl to be distributed
among the several Lebanese regions to provide ¢edadevelopment. The
strategy includes four types of industrial zones:

4.4.1. Satellite Zonesre controlled by the state and are of important
destination in the South, Bekaa and North. Theses@re an hour’'s drive
away from the capital, Beirut, and are located igaa of a high human
resource potential and weak economic development.

Action Taken: Three industrial parks are in the process of bdexgloped in
that respect:

* In Al-Qreiha in the South, a Model Industrial Parkpublic land called Al-
Rawabi will have its final design ready by mid-Agtjd997. (Project under
IDAL’s direct supervision).

* In Meksa in the Bekaa Valley, the government isoperating with
industrialists to develop a satellite zone.

¢ In Al-Batroun 30 km north of Beirut, surveys aredeao find a suitable
area for the development of a Satellite Zone. Twesiiies are currently
under inspection.

4.4.2. Production Polem Beirut region. These are intended for industtleat
cannot move or shift to another region outsidedagital, despite the highly
priced land. This is to encourage the industriglistGreater Beirut to move to
these poles.

Action Taken: An example of such poles is in the process of bdegloped
by IDAL with other consultants through landing regping process in
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Choueifate region. Choueifate was chosen becauiseoite of the cheapest
regions close to the capital, Beirut.

4.4.3. Regional Industrial Areason provincial levels. These target
industrialists in need of cheap lands and not resrédg proximate to the
capital.

Action Taken: Development of such areas has already taken ptimeever,
the public industrial zone requires its infrasturet to be developed further
either by a private firm on a BOT basis or by tbeegrnment.

4.4.4. Small local zonagesigned for light industries and artisanal walated
to the districts. Such areas will be classified aones (i.e. transitional). This
project intends to regroup all artisanal work andptovide healthier urban
environments.

4.5. Next stepsfor promoting theseindustrial zones

The Investment Development Authority of Lebanoretmes the next steps to
be followed for promoting the industrial zones lypding incentives and
improving industrial zones’ infrastructure.

4.5.1. Incentives

The government should provide incentives (fiscafrastructure, etc.) to
attract industrial investors to certain industaeg¢as away from the city. IDAL
is working on these selected areas to classify tineerms of providing strong
(for example, Baalbeck), medium and weak incentivesspectively.

Incidentally, the core of IDAL’s present work isnad at establishing a
regulation that determines and classifies ruraligtdal areas.

4.5.2. Infrastructure development

Realising good infrastructure in all selected indaksites is a must. In other
words, if “good” infrastructure lacks in any siteen it could be developed in
three manners: either by the private developer,ginernment or through
public-private partnerships.

Private land:The private developer must build infrastructur¢hiese areas.
Public land: Infrastructure in these lands could either be el by the
government or the private sector via BOT. Tendecudwents are also
prepared for developing BOT industrial sites in gmment lands, especially
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in the Bekaa. This step will be completed the manti®AL finds the market
fit for developing additional industrial lands.

It is worth mentioning here that the state doesabassify private lands
anymore. The private developer assumes total resigbty to apply for an
“industrial” classification of his land. Classifitan is made according to a
devised set of criteria put for this reason.

4.6. Advantages of the New Industrial Policy
4.6.1. Public advantages

With the implementation of the new classificatiopstem, the Lebanese
government is setting the foundations of a str@ctuapproach for its industry
and is creating conditions favourable to foreigmestors to ignite industrial
activities in Lebanon. The classification systenil wontribute to achieving
these long-term goals:

1. Realisation of a cost-effective infrastructuseihdustrial areas.

2. Safeguarding Beirut and other residential comgeareas from pollution
and nuisance.

3. Establishment of an attractive investment clarfat (foreign) investors.

4. Functional separation of industries to createading point for tourism.

A new package of environmental regulations for modeadustries has
also been established.

4.6.2. Advantages to the Investors

The industrial zones will provide appropriate pates, at competitive prices,
to accommodate light, medium and heavy industriesh wirst-class

infrastructure facilities, including access to goddhnsportation links,
distribution networks, power, communication, waterd sewage systems,
landscaping and irrigation. The zones will alsoognthe advantage of
grouping related industries and services in oneatlon, which stimulates
partnerships and “expertise sharing” between theiowa established
industries. This will enable investors to reduceirttoperational costs and
industries to become more competitive on the laegfional, and international
scenes.

These industrial parks, subject to strict environtakconstraints, provide
a healthier habitat for the industrial sector worke and users. The set
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standards allow the establishment of all factospecially foreign ones, that
impose environmental constraints on their methdgsaduction as well as on
their products (i.e. recycled cans). Environmegtalbnscious consumers,
whose number is always on the increase, consigtdathand such “friendly”
products.

Both national and foreign investors will benefibrin the establishment of
industrial zones as they provide adequate andideitadustrial environment.
Lebanese industrialists, however, accommodate thlgas better in the local
market as they are cognisant and more aware ofsys&m. Hence, the
establishment of these zones will facilitate ane i foreign industrialists to
the “favourable industrial climate”, will help themvercome the Lebanese
market’s entry barriers and create a base for alipgnto other regional,
European and international markets.

Moreover, the Lebanese liberal economic systemstitsng commercial
and financial structure and its talented workforgegvide additional potent
incentives for industrial investors to establisgioaal activities in Lebanon.

5. GOVERNMENT SPONSORED INDUSTRIAL ESTATES
5.1. Specific industrial projects

The Lebanese Government, through IDAL, startedbéistang Industrial
Zones that conform with the newly set standardsrarths such as first-class
infrastructure, good transportation links, modegte¢ommunication systems
and services.

* “The South Model Industrial Park”: On an area of 100 hectares
approximately, a Model Industrial Park in the SoquthBabliyé,
that serves the entire region of south Lebanobgisg developed
by a private company supported and supervised ALIDhis
park, conforming to the new rules and regulatiovi,have direct
access to the planned freeway interchange andténded to
accommodate all types of industries.

» Choueiffate: Upon the request of the Lebanese government, the
General Directorate of Urbanism, is in the proagsgparcellation
of land in Choueiffate, a southern suburb of theiteh Beirut, to
build an industrial park in an area less than am’sadrive away
from Beirut.

» Al-Rawabi Model Industrial Park:Conforming with the policy to
create several satellite industrial parks at anr’'baude from the
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capital, Beirut, the government has completed #ahrical and

financial studies needed for building a model indakpark in the

South, Al-Rawabi. It also started searching foardl to develop a
similar park in the north of Lebanon.

These areas are allocated for light & medium simustries and the
government has guided their development by imposiegere constraints
aimed at protecting the environment and publictheal

5.2. Al Rawabi MIP

Cognisant of the needs and requirements of moaelustry, the government
has decided to establish a Model Industrial ParkAirQreiha, south of
Lebanon, named Al-Rawabi MIP. Al-Rawabi Model Inttisd Park offers
integrated services, ready-to-use factories, wargd® and offices furnished
with first-class infrastructure.

5.2.1. A Model Industrial Park developed by theegament: Al-Rawabi

Al-Rawabi MIP is to be located on a plateau 45 kmtk of Beirut and 5.5 km
east of the shoreline in pleasant surroundingsvenntillion square metres of
government land. The park is to provide well-eqeighpmanaged and serviced
industrial land to industrialists at competitiveigess. It will enjoy the
advantages of regrouping related industries andicgs in one location
accessible to good transportation links and toorgi and international
markets.

5.2.2. Project profile

Al-Rawabi MIP will be able to draw upon the bedeimmational practice in the
planning and management of an industrial park. ilt demonstrate how
relevant lessons can be applied to Lebanese conglitit will provide an
example of a park where the framework of landscame infrastructure has
been properly planned from the start. And it wiitablish a set of layout and
design standards that are replicable in subsequefgcts and in upgrading
existing industrial areas. It will also contributéo upgrading an
underdeveloped region and create the conditiortscthdld assist, in the long
term, the emergence of a business and/or sciemeipahe country. Al-
Rawabi MIP is a complex and challenging site thatl werve as a
demonstration of what can be achieved and its fegttan become models for
developments elsewhere in Lebanon.
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The total surface area of the site is 1.67 milkguare metres, of which
the total usable land for industry is 76 hectarad #or agriculture, 13
hectares. Two access roads are to be developedvial@ a suitable access for
transporting users and goods to the industrial aite its vicinity. The
beneficiaries of the industrial park are:

1. The Nearby Underdeveloped Regiovill be upgraded and improved.
Hence, the living and socio-economic standard$i®@fSouth’s inhabitants
in general, and of Al-Qreiha in particular, will lmbanged for the better
through providing new investment and employmentoofymities (around
8,000 new jobs) and developing other trade activiti
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2. Lebanese Industrialistill benefit from well-equipped, managed and
serviced industrial land accessible to good trariagon links at
competitive prices in a friendly and pleasant emwinent.

3. Lebanese Nationalsill profit from a regional development that wifiove
environmentally detrimental industries away fronngested areas in the
cities.

4. Industrial Labourersvill no longer jeopardise their health, as thejl i
working in favourable and healthy environments. ykall also benefit
from inter-trading and inter-servicing among thelvag, which will,
consequently, improve their skills.

5.2.3. Advantages to Investors

Investors will enjoy high quality services that e needs and standards of
the prospective industrial investors by providingpepriate plot sizes to
accommodate light, medium and heavy industry, fiests infrastructure,
ready-to-use factories, warehouses, and officebfa or short term rental. In
addition, they will benefit from the intensive effe exerted by the Lebanese
government that enable the newly established inidlisestates to be
extremely attractive and to achieve a mode of oomli growth. At the end,
users of the park will enjoy the low cost productievhich will allow their
industrial products to compete with similar onesafactured in other regions
due to:

» Creation of an industrial hub that will provide cmen services to
existing industries reducing thereby operationatso

» Provision of easy and rapid distribution networad_ebanon and
the Middle East.

» Stimulation of partnerships between various sectufrdiverse
sizes of established industries aiding in “expersisaring”.

» Existence of a significant labour pool from thersunding region
at competitive wages.

» Provision of affordable land prices and long-teeades that makes
the industrial zone economically competitive withdividual
facilities and other industrial zones in the region
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APPENDIX A
Definition & Clarifications of Basic Terms and Concepts Utilised

Small & medium Size Industrial EstatesThese refer to the majority of
industrial estates that exist in Lebanon. Only B/ailarge industrial estate
recruiting more than 50 employees.

Industrial Zones: Pieces of land chosen by the Lebanese government,
furnished with first-class infrastructure and seed, conforming to
international environmental rules at competitivegs to industrialists. They
also refer to industrial “conglomerates” that eneerguring the war years and,
hence, became “De Facto” Industrial Zones.

DGU: “Direction Générale de I'Urbanisme”, a public imstion responsible
for urban planning such as reparcellation, desmmawns, issuing (building)
permits and the like.

LIBNOR: Lebanese Standards Institution, a public utiligsponsible for
promoting quality consciousness among Lebanesesindlists, as it is
responsible for setting quality standards and mgsquality certificates.

GCC: Gulf Co-operation Council.

EEC: European Economic Community presently referredasoEuropean
Community (EC), aims at securing increased proditgtifree mobility of
labour, control of restrictive practices, and cdioated transport and
commercial policies in member countries.

Euromed: Euro-Mediterranean Agreement.

GATT: Abbreviation for General Agreement on Tariffs angde (provides
standards for international trade including a n@timinatory trade policy,
multilateral negotiations to reduce tariffs and sdtation over trade disputes).
B.O.T: Build, Operate and Transfer.

B.0.0O: Build, Operate and Own.
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APPENDIX B

Role of the Gover nment

10.
11.

1. Establishing Macro-economic stability in theintry.
2.
3. Securing necessary funding from government casurand donor

Promoting Lebanon and investments in industry.

organisations.

. Working with the private sector to address a@sstelated to labour and

manpower education.

. Giving priority in infrastructure developmerd productive sectors in

general and to industry in particular (in the pascef doing it).

. Working with the private sector to establiskefrzones and industrial

estates and rehabilitation of existing ones.

. Promoting inter-company collaboration and reglalevelopment.
. Developing and modernising the regulatory emnnent to support local

and foreign investment in particular.

. Streamlining government bureaucracy and jubigi@ocedures in

particular.

Developing bilateral and multilateral agreetaen

Providing assistance and support in technisapport services,
dissemination of statistics an information.

Role of the Private Sector

1.

2.

3.

4.

5.

Investing in industry, preferably in joint vemeés with international
partners whenever appropriate.

Establishing venture capital and investment games specialising in
industry.

Investing, jointly with the government, in mamer development and
labour.

Establishing companies to develop and managgeZones and industrial
estate.

Establishing support service companies, inolgidi

Participation in the establishment of the Indusimgtitute and
LIBNOR
Formation of export houses with representativeceffioverseas.



