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Letter from the Minister

The Ministry of Industry is pleased to present the results of the “Industrial Sector Statisti-
cal Study” for the year 2007, which has been conducted in cooperation and partnership with the
Association of Lebanese Industrialists and the United Nations Industrial Development Organiza-
tion.

The study covers all industrial sectors operating in all Lebanese regions, and aims to pro-
vide accurate information on industrial establishments, their performance, their capacities, as well
as, their needs and problems. In a second phase the collected data, will be analyzed to set industrial
policies and to help in taking appropriate investment decisions.

This study is an essential step in monitoring the evolution of the Lebanese industry, espe-
cially regarding the industrial information field, where it provides quantitative and qualitative data
related to the manufacturing sector, its contribution to the GDP and its role in creating new job
opportunities.

The Ministry of Industry, in collaboration with the private sector, and with the support of
the UNIDO, is planning to continue its efforts to propose a reliable and accessible data base and
to improve the information related to the manufacturing establishments. The Mol will carry out
sector studies that will help in collecting more accurate indicators to identify problems faced by
the industrialists and to set appropriate solutions.

The national industrial sector is witnessing a critical and dynamic development phase, fac-
ing the international competition with confidence and faith in its products’ quality and competi-
tive capabilities. However, globalization is imposing new concepts of international trade especially
when dealing with industrial products. Here appears a crucial need for an effective motivating
policy to boost Lebanon competitiveness through implementing Quality Standards and Scientific
Industrial Research based on information systems, in a world where possessing information is
considered to be one of the most efficient weapons.

Finally, we would like to thank all those who participated in carrying out this study, and of-
fered their expertise and time to accomplish this successful achievement.

We have big ambitions and hopes based on our believes in the potentials of the industrial
sector and the Greatness of our Country.

Eng. Abraham DEDEYAN
Minister of Industry
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TERMINOLOGY

Asset depreciation: book value of asset depreciation for 2007. Depreciation is the loss in value of an
asset due to ageing.

Employees: paid workers including permanent employees, outworkers and seasonal workers excluding
owners and partners that are on the payroll.

Establishment: the most common form of company used for business ventures. The study only consid-
ered entities employing more than 4 workers.

Fixed assets: the book value of tangible and intangible assets owned by an establishment on the 31st of
December.

Gross fixed capital formation: value of investment in new or used fixed assets of a year minus the value
of sold existing fixed assets for the same year.

Intermediate consumption: value of goods and services used in industrial production. These include
expenditure on raw materials and processed inputs, expenditure on energy and water, industrial and
non-industrial services and other operating expenses minus variation of stocks for raw materials and

processed product.

Non-industrial income: income from non-industrial activities, such as resale of goods or financial inter-
est perceived.

Outworkers: an outworker is a person who agrees to work for a particular enterprise or to supply a cer-
tain quantity of goods or services to a particular enterprise, by prior arrangement or contract with that
enterprise, but whose place of work is not within the establishment. The enterprise does not control the
time spent at work by an outworker and does not assume responsibility for the conditions in which that
work is carried out.

Seasonal workers: workers in seasonal employment are workers who hold implicit or explicit contracts
of employment where the timing and duration of the contract is significantly influenced by seasonal fac-
tors.

Salaries: the value of wages, social contributions and other benefits.

Value-added: difference between gross output and intermediate consumption.

Workforce: number of permanent workers including owners and partners, permanent employees, sea-
sonal workers and outworkers.

Mohafaza: Lebanon is divided into six administrative regions called Mohafaza.
Caza: Each mohafaza is subdivided into districts called Caza.

Size: The size of establishments is based on their workforce.
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Gross output: Value of sales from own production plus stock variations of raw materials and finished
products plus revenues from industrial and non-industrial services provided by the establishments.

USS Conversion ratio: 1507.5 LBP (Financial data was collected in LBP).

Abbreviations

ALI: Association of Lebanese Industrialists

CCIA: Chamber of Commerce, Industry, and Agriculture
EDL: Electricité du Liban

G.F.C.F: Gross fixed capital formation

ISIC: International Standard Industrial Classification
Mol : Ministry of Industry

Nb. of establish.: Number of establishments

NSSF: National Social Security Fund

n.e.c.: Non Elsewhere Classified

UNIDO: United Nations Industrial Development Organization
V.A.: Value-added

11



INTRODUCTION

BACKGROUND

The industrial sector plays an important role in
Lebanon’s economic development as it is one of
the main sources of wealth and employment. Al-
though the Lebanese industry has succeeded in
safeguarding an important share of its assets and
survived many crisis years, nowadays, it still faces
numerous difficulties engendered by three basic
causes.

The first group of problems links up to the politi-
cal instability and the effects of local and regional
insecurity and conflicts. During such periods, pro-
duction and commercial relations are profoundly
disrupted and cause large damages to the indus-
trial activities.

The second group of difficulties is the informal
management and fragmentation of a large num-
ber of manufacturing enterprises and particularly
the small and medium sized ones in remote areas.

A third important problem is the lack of effective
policies and efficient governance for supporting
industrial development.

COLLECTING AND UPDATING DATA

In the framework of its efforts to address this last
point, the Ministry of Industry (Mol) in Lebanon
conducted several surveys and studies, to collect
information and data on the industrial enterprises
aiming to evaluate their performance.

A first census was launched in 1994 - 1995 to set a
database for the sector in order to map the indus-
tries, define their profile and evaluate their activi-
ties and their performance. The first phase was a
descriptive one and consisted in establishing the
location and description of all the industrial units
operating in Lebanon. The elements analyzed per-
tained to the number of establishments, the main
production lines, the geographic location, the le-
gal form, the date of establishment, and the aver-
age size of the workforce. The second phase con-
sisted in determining the operating conditions, as

well as the value-added of the Lebanese industrial
sector based on 1994 financial statements.

In 1999, a new survey was conducted by the Min-
istry of Industry aiming to update the previous
one, along with a field research to define a com-
prehensive understanding of the various obstacles
and difficulties facing the manufacturing activi-
ties. An industrial strategy was set by the ministry
to improve the efficiency of its activities and allow
an appropriate approach of the different prob-
lems facing the sector. This approach required a
regular follow up and recurring updating of data
and information. Unfortunately, the data was not
updated, at a time where the industry was under-
going several changes and the economic situation
rapidly deteriorating.

DEVELOPING A NEW INDUSTRIAL

APPROACH
End of 2008, and with the support of the Asso-
ciation of the Lebanese Industrialists (ALI) and the
United Nations Industrial Development Organiza-
tion (UNIDQ), the Mol launched a new study in
order to evaluate the sector’s performances and
reassess its capacities to face the different chal-
lenges.

The study limited the scope of work to establish-
ments meeting the following criteria:

e Workforce with a minimum of 5 workers

e Operating area with at least 100 m2 (ex-

cept for the jewelry and lathe industries)

e Energy consumption with a minimum of

50 Amperes or equivalent.

The database for the study was compiled from
different sources including information from the
previous surveys and from registers of the Mol, as
well as from the records of the Association of the
Lebanese Industrialists (ALl) and other ministries
and organizations.

Some manufacturing establishments are out of
the Mol authority. In fact, some are administrated
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by other ministries (stone quarry based industry
administrated by the ministry of Interior), others
are not registered at the Mol. Due to this complex
situation, field surveyors have been asked to ad-
dress the local authorities and visit all industrial
zones of the country to find any additional non
registered industrial operators.

EXPECTED OUTCOME

The study conducted over the past two years
aimed to analyze three major aspects of the sec-
tor:

e Descriptive results pertaining to the location,
field of activity, legal form, year of establishment,
built operating area, as well as participation in
professional associations.

e Quantitative results that provided estimates of
industrial output, input and main operating ex-
penses, value-added, number of workers, com-
pensation and wages, investments, and assets.

e Qualitative results which helped to analyze the
industrial business environment, and determine
the main obstacles and problems in the sector, as
well as the short-term plans of industrialists.

The following report will only analyze the first two
topics. The third one will be addressed in a second
phase after discussions with professional associa-
tions, main operators, as well as analysts and ma-
jor stakeholders.

Note :
The figures available in this report are those that
have been disclosed by the industrialists.
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EXECUTIVE SUMMARY

In the framework of its efforts to improve its poli-
cies and action plan for the Lebanese industrial
sector, the Ministry of Industry (Mol) in Lebanon
initiated, in cooperation with ALl and the techni-
cal assistance of UNIDOQ, a study in 2009-2010 cov-
ering all establishments employing 5 workers and
more, aiming to update its database, map the in-
dustries, define the profile of industrial establish-
ments and evaluate their activities and financial
performances for the year 2007.

This report is divided in two major parts:

The first part is a descriptive one aiming to lo-
cate and describe the industrial units operating
in Lebanon and employing 5 workers and more.
The elements analyzed pertained to the number
of establishments, the main lines of production,
the geographic location, the legal form, the date
of establishment, the built operating area and the
profile and size of their workforce.

The second part gives a detailed analysis of vital
data related to the major financial parameters of
the Lebanese industries. It examines the operat-
ing conditions and the various aspects of eco-
nomic activities in industrial areas based on 2007
financial statements.

I. GENERAL FEATURES OF THE LEBANESE
INDUSTRIAL SECTOR

According to the 2007 study results, Lebanon’s in-
dustrial sector counts 4,033 establishments, with
5 workers and more. The main features of these
establishments could be summarized as follow:

A. INDUSTRIES MAPPING

Industrial units are not evenly distributed over the
Lebanese territory. However, the remote areas
host an important number of large units.

Distribution of Establishments by Economic Activity

Machinery and equipment
2.6%

Printed matter & recorded
media 5.2%

Rubber & plastic products 4.2%

Pulp,paper & paper products
2.0%

Furniture & other
manufactured goods n.e.c.
18.1%

Chemicals & man-made fibres
4.8%

Other activities 13.8%

Food products & beverages

/ 18.2%

Other non-metallic mineral
products 15.1%

Fabricated metal products
13.8%

Electrical machinery and
apparatus 2.1%

Figure 1.1 Distribution of Establishments by Economic Activity

C. SIZE OF INDUSTRIAL ESTABLISHMENTS

e The bulk of industrial establishments are small units. 78.2% employ between 5 and 19 workers, and

only 3% employ more than 100.

W°r':|f:::e by | 5.9 10-19 20-34 | 35-49 | 50-99 | 100-249 | 2250 | Total
Nb. of establish. | 2,081 1,072 449|146 166 87 32| 4,033
% of total 51.6% 26.6%| 11.1%| 3.6% 4.1% 22%|  0.8%]| 100.0%

D. INDUSTRIAL WORKFORCE

Mohafaza Beirut Mount North Bekaa South Nabatiyeh Total
Lebanon | Lebanon Lebanon
Nb. of establish. 239 2,010 518 744 420 102 4,033
% of total 5.9% 49.8% 12.8% | 18.4% 10.4% 2.5% 100.0%
Average workers 19 25 17 18 12 12 21
per establish.

B. MAIN INDUSTRIAL ACTIVITIES

e The Lebanese industrial sector is not very diversified, 86.2% of the industrial establishments operate
in 10 major industrial sectors : Food products and beverages, Furniture and other manufactured goods,
Other non-metallic mineral products, Fabricated metal products, Printed matter and recorded media,
Chemicals and man-made fibres, Rubber and plastic products, Machinery and equipment, Electrical ma-
chinery and apparatus, Pulp, paper and paper products.

e These main industries generated 90.7 % of the total value-added of the sector, employed 87.3% of the
workforce and achieved 94.6% of the yearly industrial investments.
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¢ The industrial workforce is estimated at 82,843 individuals out of which 8,100 are owners and 4,560
seasonal workers. Women represented 16.9 % of the total workforce.

W°":|f:::e by | 5.9 10-19 20-34 | 35-49 | 50-99 | 100-249 | 2250 | Total
Nb. of workers | 13,756 14000| 11,466| 6,042| 11,153| 12,702 13,635| 82,843
% of total 16.6% 17.0%| 13.8%| 7.3%| 13.5%| 153%| 16.5%| 100.0%

E. BUILT OPERATING AREA

* The built operating area for the 4,033 of industri-
al enterprises surveyed was estimated at around
11.6 million m?, with an average built area per en-
terprise of 2,877 m? at the end of 2007. However,
62 % of the industrial enterprises were operating
in a space of around 915,000 m? (364 m? per unit).

F. YEAR OF ESTABLISHMENT

® 70.1% of industrial enterprises surveyed in 2007
were established before 2000. In the last decade,
1,623 establishments were implemented.
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Distribution of Workforce by Economic Activity

Machinery and equipment

2.6%
Printed matter & recorded ;

media 6.7%

Rubber & plastic
products 4.5%

Pulp,paper & paper products
5.1%

Furniture & other
manufactured goods n.e.c.
11.0%

Chemicals & man-made fibres

5.8%

Other activities 12.7%

Electrical machinery and

Food products & beverages
24.9%

Other non-metallic mineral
products 13.3%

apparatus 3.8% Fabricated metal products 9.7%

Figure 1.2 Distribution of Workforce by Economic Activity

II. QUANTITATIVE ANALYSIS
A. INDUSTRIAL OUTPUT

® Lebanese industrial enterprises employing more
than 4 workers produced a gross output of USD
6.8 billion in 2007.

® The output per worker was equal to USD 82,087.
* The food and beverage sector was the largest
contributor (25.7%) to industrial output.

B. INTERMEDIATE CONSUMPTION

® Lebanese industrial enterprises employing more
than 4 workers had an intermediate consumption
of USD 4.7 billion in 2007.

e Raw materials consumed (purchased raw mate-
rials minus stock variation) reached 82.0% of in-
termediate consumption.

e Expenditure on oil products for own production
of electricity represented 4.1% of intermediate
consumption and expenditure on electricity from
the government represented 1.3% of intermedi-
ate consumption. In addition, 2.7% of the inter-
mediate consumption is allocated to energy prod-
ucts for industrial equipment.

e Expenditure on maintenance represented 2.4%
of intermediate consumption.

e Other operating costs represented 7.5% of the
intermediate consumption.

C. VALUE-ADDED

e Value-added for industrial establishments em-
ploying more than 4 workers reached USD 2.1 bil-
lion in 2007. This value represents 8.4% of GDP
estimated at 25.5 billion* in 2007.

e The ratio of value-added to output was 30.4%.
e Value-added per worker was USD 24,927.

D. FIXED ASSETS AND GROSS FIXED
CAPITAL FORMATION

e Fixed assets owned by the industrial sector in
2007 stood at around USD 4 billion.

* Gross fixed capital formation for all industrial es-
tablishments employing more than 4 workers was
USD 296 million.

¢ The ratio of gross fixed capital formation over
assets stood at 7.4%.

E. SAIARIES

e Wages and salaries (including social contribu-
tions) reached USD 548 million in 2007.

* Average yearly salary per employee was USD
7,335.

* The ratio of wages and salaries in the value-add-
ed stood at 26.5%.

* Source: Central Administration of Statistics: Economic accounts of Lebanon 2006-2007.
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TABLE A.1 MAIN INDICATORS OF THE INDUSTRIAL SECTOR BY ECONOMIC ACTIVITY (PART I) - YEAR 2007
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TABLE D.1 DISTRIBUTION OF VALUE-ADDED BY ESTABLISHMENT SIZE - YFAR 2007

Workforce by class Nb. of establish. Vah(‘&;gg;j L Valuz;idu(::?‘tm R (?:Lv;%;ker

5 to 9 workers 2081 170,095 33.1% 12,365
10 to 19 workers 1072 232,317 30.0% 16,488
20 to 34 workers 449 248,644 25.6% 21,685
35 to 49 workers 146 124,624 24.7% 20,628
50 to 99 workers 166 286,345 27.6% 25,675
100 to 249 workers 87| 461,493 30.4% 36,332
= 250 workers 32 541,483 36.6% 39,714

Total 4,033 2,065,002 30.4% 24,927

TABLE D.2 DISTRIBUTION OF VALUE-ADDED BY ECONOMIC ACTIVITY - YEAR 2007

ISIC Economic Activit Nb. of Value- | Value-added Valui;i?::f Pl |salaries in % of
code Y| establish. | added % |in % of output (in USD) value-added
Food products &
15 |beverages 736 26.9% 31.8% 26,987 23.7%
Other non-metallic
26 [mineral products 609 13.8% 35.8% 25,969 271%
Fabricated metal
28 |products 558 8.0% 22.2% 20,506 31.1%
Electrical machinery
31 |and apparatus 83| 9.5% 27.3% 61,786 12.5%
Chemicals & man-
24 [made fibres 193 7.5% 30.2% 32,299 24.5%
Furniture & other
manufactured goods
36 |n.e.c. 730 9.1% 41.2% 20,484 27.8%
Pulp,paper & paper
21 |products 82 4.6% 24.0% 22,790 37.0%
Rubber & plastic
25 |[products 168 3.3% 21.4% 18,696 30.5%
Printed matter &
22 |recorded media 211 5.6% 41.6% 20,809 38.6%)
Machinery and
29 |equipment. 105 2.3% 23.4% 22,701 32.2%
Other activities 558 9.3% 30.8% 18,198 29.7%
Total 4033 100.0% 30.4% 24,927 26.5%
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1. METHODOLOGY AND PROCEDURES

1.1 STUDY CONCEPTS
1.1.1 Study objectives

The Lebanese Ministry of Industry, with the coop-
eration of the ALl and the UNIDO, launched at the
end of 2008 a study to assess the industrial sector
in Lebanon, for the year 2007.

The first priority of the study was to locate and
survey all industrial establishments with 5 work-
ers and more.

The objectives of the study are to:

e Establish an accurate and updated register en-
compassing data on industrial establishments and
leading the way to more technically oriented stud-
ies.

¢ Obtain financial operational information and in-
dustrial indicators, such as value-added, employ-
ment and workforce profile, main operating ex-
penses and stocks. These figures are vital to gain a
useful insight on the industrial sector.

¢ Define major business environment problems
which are faced by the industrial operators.

e Suggest, in a second phase, a development strat-
egy and define measures to overcome obstacles
and support the expansion of the sector.

It is important to mention that this study is one of
the outputs from a UNIDO project to strengthen
the statistical information system within the Mol.
UNIDO is providing the technical assistance on
various fields to achieve this objective. The tech-
nical support of UNIDO helped the Mol to build a
database, which allows further economic analysis
to be conducted.

1.1.2 Study specifications

By International definition, a given company is
considered as an industrial unit conditionally on
the possession of at least one machine, one work-
er, raw materials and an output product. Along
with this definition, the study limited the scope
of work to establishments meeting the following
criteria:

¢ Workforce with a minimum of 5 workers

e Operating area with at least 100 m? (except for
the jewelry and lathe industries)

* Energy consumption with a minimum of 50 Am-
peres or equivalent.

All surveyed industrial establishments lie under
the scope of the Industrial Permitting Department
or benefit from industrial certificates issued by
the Technical department at the Mol.

The tables generated for the study are based on
the 4,033 establishments that meet the criteria
defined above.

1.1.3 Basic definitions

The study regroups two types of establishments:
e Establishments with an individual factory are
establishments who possess only one factory
which is not owned or supervised by any other
establishment; even though its administrative of-
fices might not be located in the same place of the
factory.

¢ Establishments with multiple factories are es-
tablishments supervising multiple factories with
one accounting statement. If one of these facto-
ries has its own accounting statement, it has been
considered as an individual establishment.

N.B. The information related to an establishment
is classified in its main industrial activity and in the
region of the main factory location.

1.2 PRELIMINARY PHASE
1.2.1 Questionnaires design

Several meetings took place between representa-
tives from the Mol, ALI, and UNIDO to design the
guestionnaires.

Two types of questionnaires have been designed:
The first one (identification questionnaire) covers
basic information related to business name, loca-
tion, legal status, industrial activities (see Part |
below).

The second one (detailed questionnaire) is divid-
ed in three parts:

25



1.The first part covers basic information (as the
identification questionnaire),

2.The second part addresses questions related to
financial data,

3.The third part incorporates questions to point
out the different problems encountered by indus-
trialists.

Part I. Identification Information

1.Name and address of the industrial establish-
ment.

2.Basic information such as: number of employ-
ees, industrial activities, year of establishment,
legal status, capital, source of power...

Part Il. Financial data

1.Number of employees and their distribution ac-
cording to gender, occupation, salary...

2.Total production, sales figures, and, income
from non-industrial activities

3.Value of finished and raw materials stock (open-
ing & closing 2007)

4.Industrial and non-industrial expenditures
5.Fixed assets and investments during 2007
6.Membership/participation in professional asso-
ciations

7.Source of financing

8.Electricity consumption including own genera-
tion of electricity

9.Water source and waste management
10.Quality certification.

Part Ill. Business environment and difficulties
1.Rules and regulations

2.Customs and customs tariffs

3.Taxes

4.National Social Security Fund (NSSF)
5.Environment

6.Classification and price of lands for industrial
use

7.Marketing and distribution

8.Transport and telecommunication

9.Electrical energy

10.Infrastructure and town planning

11.Finance

12.Availability of information pertaining to world
markets

1.2.2 Training of surveyors and pilot survey

e A Training Manual (Guidebook) has been pre-
pared to provide surveyors with clarification of all
parts and questions of the questionnaires. In ad-
dition, this guidebook instructs surveyors how to
act in the different situations they might encoun-
ter once they are in the field.

e A training seminar was held by Mol and ALI to:
- explain the questionnaires to the surveyors

- prepare the surveyors to begin the fieldwork
(data collection).

* These sessions were followed by a pilot survey
(around 50 completed detailed questionnaires) in
order to:

- perceive the industrialists’ feedback,

- check the validity of the information,

- check the surveyor’s ability to undertake the in-
terviews.

This pilot survey helped to identify the difficul-
ties encountered, upgrade the questionnaire and
show the necessity of hiring more experienced
surveyors.

Two supervisors and 34 surveyors were in charge
of the fieldwork:

- 18 surveyors for Beirut and Mount Lebanon

- 10 surveyors for North Lebanon

- 3 surveyors for South Lebanon and Nabatiyeh

- 3 surveyors for the Bekaa

1.2.3 Database compilation

The last industrial census has been conducted in
1995. It was updated in 1998. This database in-
cluded handicraft and very small and micro activi-
ties. Therefore, one of the major challenging fac-
tors of interest in the starting phase of this study
was to redefine the database needed by excluding
the small industrial activities.

The initial database was compiled from the fol-
lowing sources:

e Industrial establishments that were listed at Mol
from the 1998 industrial survey.

e Industrial establishment registered at the Indus-
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trial Permitting Department and benefiting from
industrial certificates and permits at Mol.

e A list of industrial establishments provided by
the Association of Lebanese Industrialists enclos-
ing the ALI members and the CCIAB subscribers.

Due to multiple sources of data, the study faced
a high risk of duplication. To avoid this risk, an
automated and manual matching process was
conducted. The detection operation of duplicate
establishments was complicated especially when
an establishment had a business name different
from the official name or when Arabic and Latin
names differed.

1.3 STUDY IMPLEMENTATION

In the launching phase, an awareness campaign
was initiated by the Mol and ALI to increase the
responsiveness of the industrialists. A press con-
ference was held by the Minister of Industry H.E.
Mr. Gazi ZAETER to explain the objectives and the
importance of the study. Several incentive mea-
sures and letters were issued by the minister in
this regard. The same support effort has been
maintained by the Minister of Industry H.E. Eng.
Abraham DEDEYAN.

The survey started at the end of 2008 and ended
by mid year 2010. Great efforts were made to re-
duce the non cooperation rate related to the de-

tailed questionnaire (all industrialists filled out
the identification questionnaire). This rate is esti-
mated at 2.2% (198 establishments).

During the fieldwork, contacts were made through
the municipalities, mayors, professional associa-
tions, and regional representatives of industrial-
ists in order to locate the industries’ addresses
and search for new industrial establishments that
were not listed in the initial database. This pro-
cess helped the fieldworkers to identify additional
establishments.

The surveyors targeted around 8,900 establish-
ments. Among these establishments:

- 14.7% had closed down, moved or were not
found at the indicated address,

- 2.2% are industries that refused to fill the de-
tailed questionnaire,

- 3.3% changed activity and turned into trade,

- 34.4% hire less than five employees or have
been newly established (from January 2008 to
June 2010),

- 45.3% were considered as large establishments
meeting the stated criteria.

The distribution of the surveyed establishments
by mohafaza and size is given in Table 1. and Table
2. as follows:

Table 1.1 Distribution of establishments by mohafaza and status

Mohafaza Closed/ Non- Trade Large* Small**/new Total
Moved cooperative establish. establish.
Bekaa 74 2 13 744 347 1180
Nabatiyeh 44 2 1 102 120 269
Beirut 111 7 83 239 205 645
Mount
Lebanon 778 148 145 2010 1541 4622
South Leba-
non 144 4 12 420 252 832
North Leba-
non 158 35 43 518 600 1354
Total 1309 198 297 4033 3065 8902
% of total 14.7% 2.2% 3.3% 45.3% 34.4% 100.0%
*establishments that meet the criteria cited in 1.1.2 paragraph
**establishments that do not meet the criteria cited in 1.1.2 paragraph
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Table 1.2 Distribution of establishments by activities and size

Economic activity Large* Small** Total
establishments | establishments

Food products & beverages 736 618 1354
Furniture & other manufactured goods 730 541 1271
Other non-metallic mineral products 609 307 916
Fabricated metal products 558 758 1316
Printed matter & recorded media 211 148 359
Clothes & dyeing fur 210 89 299
Chemicals & man-made fibres 193 78 271
Rubber & plastic products 168 47 215
Machinery and equipment. 105 51 156
Leather & leather products 105 57 162
Wood products (except furniture) 87 158 245
Electrical machinery and apparatus 83 48 131
Pulp, paper & paper products 82 30 112
Textiles 77 83 160
Other Products 79 52 131
Total 4033 3065 7098

*establishments that meet the criteria cited in 1.1.2 paragraph
**establishments that do not meet the criteria cited in 1.1.2 paragraph

The detailed questionnaire was filled out by 4,033 industrialists owning establishments that meet the
criteria cited in paragraph 1.1.2 whereas 3,065 industrialists filled out only the identification question-

naire.

Fieldwork, validation and cleaning of data were carried out by the Mol and ALl with the support of
UNIDO specialists who provided technical advice and developed the data entry program.
Statistical tables were generated by the Mol. The report was written by a national expert with collabora-

tion of the Mol team.

1.3.1 Data supervision and coding

A team controlled the collected information by
checking its validity, accuracy and consistency,
and undertook the coding of the questionnaires.
The controllers” work was impeded by many dif-
ficulties such as false declaration of information
and inconsistency of results among the different
variables. These handicaps compelled a huge ef-
fort when going through the collected informa-
tion. Another team was thus formed to call back
the concerned establishments and correct any
information suspected inconsistent or contradic-
tory. Often, establishments were kindly asked to
send their account statement to check and to ver-
ify the financial information.

Industrial activities were coded using the ISIC
3.1 system at the 4-digit level while the products
were classified according to the Harmonized Sys-
tem (HS) at the 6-digit level.

1.3.2 Tables generation

* Tables were generated by the Mol team with a
technical support from UNIDO using queries in
Access and Excel Microsoft Office program.

e The primary objective of the tables was to in-
tegrate and consolidate data collected from the
guestionnaires aiming to facilitate the sector anal-
ysis report.

* Tables show the different aspects of the indus-
trial establishments and their geographical and
sector distribution.

* Tables have been designed according to three
major criteria ;

1. Activity sector: (ISIC 4 detailed or ISIC 2 global
activities)

2. Regional distribution (Caza for detailed or Mo-

hafaza global activities)
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3. Size of companies based on the number of
workers

Non-cooperating establishments are not included.

All descriptive and financial data included in the
questionnaires were provided by the person in
charge in the industries who are solely responsi-
ble for the information. Furthermore, no extrapo-
lation was undertaken and the study covered all
targeted industries, except those who refused to
cooperate.

The confidentiality clause included in the ques-
tionnaire was totally respected in the generated
tables. Data related to one or two establishments
in any aggregate was merged to the closest activi-
ties or was classified under a neutral denomina-
tion i.e. other activities of the sector in order to
avoid any disclosure of financial data.

The tables generated for the study are based on
the 4,033 establishments that meet the criteria
defined in paragraph 1.1.2.

1.3.3 Problems encountered

Difficulties encountered by the surveyors can be
summarized as follows:

e Difficulty in locating a significant number of in-
dustries/factories and the lack of accurate or in-
complete address and phone number created a
major problem in reaching establishments.

¢ Insufficient commitment from the industrialist
in submitting the questionnaire in time forced sur-
veyors to visit some firms several times in order to
get the requested information.

¢ In addition, the absence of the person in charge
(manager or owner) and who has the authority to
submit the requested information, contributed to
the fact that the surveyor had to undertake sev-
eral visits to complete the questionnaire.

e Industrialists are cautious when answering sta-
tistical studies. Their fear of an abusive use of the
information makes them very reluctant. They ei-
ther fear that the Ministry of Finance will use that
information to enforce tax adjustments or that
the Social Security may proceed to some inspec-
tions. The assurance, that a non-abusive use of
those data will be made, did reduce those fears.

¢ Non-accuracy of the collected data, due to the
unavailability of precise data in the small and me-
dium size companies especially those that are not
officially registered at the trade register. In some
cases, tendency to lower the profits and increase
the expenditures was making the data incoherent.

e Some establishments made some false declara-
tions. The surveyors then had to revisit the firm
and check whether the data provided was correct,
a fact that slowed down the collect of question-
naires. After collection, several phone calls were
made in order to validate the information consid-
ered inconsistent.

¢ Reliance on external auditors turned out to be
more time consuming since the latter were often
busy. In fact, large establishments were most of
the time filling the questionnaires in accordance
with their Balance Sheets and profit and loss ac-
counts.

1.34 Problems management

To alleviate the different problems, the supervi-
sion team undertook several measures and steps:

e Intensification of visits to the establishments as
well as mayors and president of municipalities.

¢ Frequent demands to ALI members to intervene
with reluctant industrialists to fill the question-
naire.

¢ Frequent phone calls from the controller team
to the industrialists to fill the questionnaire, and
adjust some missing data and comfort them about
any risk of misuse of the data.

e Letter from the minister to push the industrial-
ists to fill the questionnaire.
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2. GENERAL FFATURES OF THE LEBANESE

INDUSTRIAL SECTOR

The figures produced in this report cover the out-
comes and performances realized by the indus-
trial establishments in 2007. That year was a par-
ticular one, since it came after the war of 2006,
which brought disorder and uncertainty to the
country. Some results could have been negatively
impacted by damages and losses occurred by the
establishments during the previous year or, on the
contrary, by the positive effect of the rehabilita-
tion and reconstruction works executed in 2007.

According to the study’s results, in 2007, Leba-
non’s industrial sector counted 4,033 establish-
ments that met the criteria cited in paragraph
1.1.2. This total excludes the 198 establishments
that did not cooperate, the Tobacco monopoly,
public water and power establishments and con-
struction activities. Industrial establishments with
less than 4 workers and with low fixed assets and
sales, were considered as handicraft activities,
and were not included in this study.

2.1 MAPPING THE INDUSTRIAL
ACTIVITIES

Like other main economic activities, industrial
units were not evenly distributed over the Leba-
nese territory. However, the industrial sector is
the only one to have the particularity to host large
units in the rural and remote areas, mainly manu-
facturing activities using large surface areas for
their operations. The largest industrial establish-
ments were located out of the central Mohafaza
of Beirut and Mount Lebanon, especially in North
Lebanon and Bekaa.

In fact, one of the main observations of this study
could be that the remote Mohafaza hosted large
and small industries and were less attractive to
the medium size enterprises employing between
10 and 100 workers.

Table 2.1 Distribution of industrial establishments by region and average number of workers by

establishment
Mohafaza . Mount North South .
Beirut Lebanon | Lebanon Bekaa Lebanon Nabatiyeh | Total
Nb. of establish. 239 2,010 518 744 420 102 4,033
% of total 5.9% 49.8% 12.8% | 18.4% 10.4% 2.5% | 100.0%
Average workers
per establish. 19 25 17 18 12 12 21
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Distribution of establishments by mohafaza

South Lebanon 10.4%
Nabatiyeh 2.5%

Bekaa 18.4%

North Lebanon 12.8%

Beirut 5.9%

Mount Lebanon 49.8%

Figure 2.1 Distribution of establishments by mohafaza

MOUNT LEBANON

* Mount Lebanon hosted 49.8 % of the country’s
industrial units, and 84 out of the 119 largest
(more than 100 workers) establishments in the
country. This relatively high concentration of large
units in this Mohafaza explains why as much as
65.5% of the total industrial output originated in
Mount Lebanon, and around 61.9% of the total
employees were concentrated there.

e Most of the industries established in Mount
Lebanon were in the three Caza of Matn, Baabda
and Aaley.

* The Matn caza hosted 27.3% of the Lebanese in-
dustrial establishments, employed 25.5 % of the
total workforce and produced 22.7 % of the total
output of the manufacturing activities.

¢ Industries located in the caza of Aaley (4.7 % of
the total establishments), showed high perfor-
mances as their share of total output reached 13
% of the total industries of the country, and em-
ployed 9.5 % of the total workforce.

e Industries established in Mount Lebanon ben-
efit from the logistics and services supplied by
central area of Beirut and vicinity, where banking,
transportation, courier, and technical services
are available. Other regions of the country that
are distant from the capital do not benefit from
similar quality of services. Hence, despite much
cheaper land for example, regions that are farther
from Beirut do not attract much investors.

Table 2.2 Mount Lebanon main aggregates

Mohafaza Nb. of establish. Workforce Wages & Salaries (0008) | Output (0009)

Mount Leba- 2,010 50,422 372,205 4,454,395

non

% of total 49.8% 60.9% 67.9% 65.5%
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BEKAA

The Bekaa region came in second position after
Mount Lebanon, with 18.4% of the industrial units
in the country, 15.9% of the total workforce, but
with only 10.0% of the total output.

e Zahle was the most active caza after the Matn,
hosting 8.4% of the total establishments employ-
ing 9.7% of the workforce but generating only
6.8% of the industrial output. About 45% of the
744 establishment located in the Bekaa were in
Zahle caza.

* The Bekaa hosted a large number of important

industries attracted by the availability of large
plots of land, their low cost along with low sala-
ries paid in the region.

¢ Industrial activities were concentrated in two
main sectors: stone cutting and shaping and the
fruit and vegetables packing and processing.

* Wages were very low compared to other Moha-
faza with an average annual salary of USD 5,234
per employee compared to USD 8,039 in Mount
Lebanon and USD 7,335 at the national level.

Table 2.3 Bekaa main aggregates

Mohafaza Nb. of establish. | Workforce | Wages & Salaries (000$) | Output (0005)
Bekaa 744 13,149 60,302 679,913
% of total 18.4% 15.9% 11.0% 10.0%

NORTH LEBANON

¢ North Lebanon used to be the second most ac-
tive industrial Mohafaza after Mount Lebanon ac-
cording to the 2 previous surveys (1994 & 1998).
In 2007, the North region was in the third position
with 518 establishments and 10.5% of the work-
force.

* North Lebanon were one of the mohafaza that
suffers the most from the various challenges faced
by the industrial sector. This Mohafaza lost a large
number of medium and large size companies dur-
ing the last decade mainly in the area of Tripoli
city and Akkar.

e Industries in North Lebanon were mainly small
enterprises, with more than 83.6% of the estab-
lishments having less than 20 workers. Only 9 out
of the 119 establishments employing more than
100 workers in the country were located in this

region.

e Contrary to the other remote Mohafaza, the
North’s share of the total value-added of the in-
dustrial sector (13.0 %) was larger than its share
of the total workforce (10.5%)

* The largest companies in the North (those hav-
ing more than 250 workers) were related to the
construction materials industry, mainly cement.

¢ In fact the North registered a very high rate of
new investment in 2007 representing 43% of total
new investment of the country. The data analysis
showed that 2007 witnessed exceptional invest-
ments by two main establishments (cement fac-
tories) in the Batroun area, which resulted in this
high proportion.

Table 2.4 North Lebanon main aggregates

Mohafaza Nb. of establish. | Workforce Wages & Salaries (0008) Output (0008)

North Lebanon 518 8,677 59,658 790,777

% of total 12.8% 10.5% 10.9% 11.6%
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BEIRUT

e Beirut counted less than 6% of the industrial es-
tablishments in the country and 5.4% of the total
workforce. 7.2% of the industrial output originat-
ed in the capital, whereas investments in 2007 ac-
counted for 6.2% of the total.

* Food and beverages and clothing were the main
industries in Beirut, representing respectively
24.3%, and 16.7% of the industrial establishments
in the city.

* Being the center of the economic activity, Bei-

rut cannot attract large industries and the capital
is progressively losing its old traditional industrial
activities. In fact the industrial activity in the Leba-
nese capital is progressively moving to new emer-
gent high value-added industrial activities (haute
couture, ICT, jewelry...), and giving up the tradi-
tional manufacturing in the old souks of carpen-
ters, copper or iron.

¢ The total surface area occupied by the Beirut in-
dustries was less than 2% of the total industrial
operational space of the country.

Table 2.5 Beirut main aggregates

Mohafaza | Nb. of establish. Workforce | Wages & Salaries (000$)| Output (0008)
Beirut 239 4,509 28,160 492,719
% of total 5.9% 5.4% 5.1% 7.2%

SOUTH LEBANON AND NABATIYEH

e The southern regions of the country were rela-
tively little industrialized, comprising 12.9% of the
enterprises, 7.3% of the workforce and producing
only 5.6% of the national industrial output. The
labor force employed in the southern parts of the
country was less paid than that employed in the
main economic centers such as Beirut or Mount
Lebanon, and salaries were lower in these rural
areas.

e The bulk of the enterprises in the South were
small units with less than 10 workers. The region
only had 5 large companies operating in the food
and beverage industry, electrical machinery and
printing. The lack of adequate infrastructure, the
unavailability of services, and the insecurity that
is usually associated with the region have kept in-
vestors from starting businesses in this part of the
country.

Table 2.6 South Lebanon and Nabatiyeh main aggregates

Mohafaza Nb. of establish. | Workforce | Wages & Salaries (000$) | Output (0009)
South Lebanon & 522 6,087 27,878 382,487
Nabatiyeh

% of total 12.9% 7.3% 5.1% 5.6%
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Table 2.7 Main industrial aggregates by Caza

Distribution of Establishments by Economic Activity

Printed matter & recorded

media 5.2%

Rubber & plastic products 4.2%

Pulp,paper & paper products
2.0%

Furniture & other
manufactured goods n.e.c.
18.1%

2.6%

Machinery and equipment

Other activities 13.8%

Food products & beverages

18.2%

Other non-metallic mineral
products 15.1%

Fabricated metal products

‘ 13.8%
Chemicals & man-made fibres
4.8% Electrical machinery and

apparatus 2.1%

Figure 2.2 Distribution of Establishments by Economic Activity

Caza Nb.of | %of | o o] %of |\ 2| %of | Output | % of
establish. | total total total (0009) total
Matn 1,101 27.3% 21,136 25.5%| 1,497,970 12.9% | 1,546,303 | 22.7%
Zahleh 337 8.4% 8,056 9.7% | 1,150,582 9.9%| 463,106 6.8%
Aaley 189 4.7% 7,900 9.5% 574,827 5.0% | 881,481 13.0%
Kessrwan 173 4.3% 7,092 8.6% 622,907 54%| 644,138 9.5%
Baabda 340 8.4% 6,504 7.9% 536,820 4.6%| 368,623 5.4%
Jbeil 131 3.2% 5,224 6.3% 816,220 7.0%| 801,827 11.8%
Beirut 239 5.9% 4,509 5.4% 231,399 2.0%| 492,719 7.2%
Baalbeck 334 8.3% 4,069 4.9% | 1,218,367 10.5% | 163,375 2.4%
Saida 253 6.3% 3,335 4.0% 243,143 2.1%| 263,885 3.9%
Chouf 76 1.9% 2,567 3.1%| 1,352,733 11.7% | 212,024 3.1%
Tripoli 149 3.7% 2,322 2.8% 79,475 0.7% 67,294 1.0%
Batroun 38 0.9% 1,928 2.3%| 1,950,174 16.8% | 505,006 7.4%
Other 673 16.7% 8,205 9.9%| 1,326,342 10.6% | 390,512 5.7%
Cazas
Total 4,033 100% 82,843 100.0% | 11,600,959 100% | 6,800,292 100%
2.2 MAIN INDUSTRIAL SECTORS
The study results confirm that in 2007, the Leba- per unit).

nese industrial sector was not very diversified. In-
deed, the bulk (i.e. 86.2%) of the industrial estab-
lishments belonged to 10 major industrial sectors
: Food products & beverages, Other non-metallic
mineral products, Fabricated metal products,
Electrical machinery and apparatus, Chemicals
& man-made fibers, Furniture & other manufac-
tured goods n.e.c., Pulp, paper & paper products,
Rubber & plastic products, Printed matter & re-
corded media, Machinery and equipment.

® These main industries generated 90.7 % of the
total value-added of the sector, employed 87.3%
of the workforce and achieved 94.6% of the yearly
industrial investments.

® The Food and beverage industry was the major
industry in the country, representing over 18.2%
of the enterprises, around 24.9% of the total in-
dustrial workforce, almost 25.7% of total indus-
trial output, and more than 26.9% of the value-
added of the sector.

* The Food and beverage industry counted 41 out
of the 119 enterprises employing more than 100
workers in the whole industrial sector. More than
30% of the enterprises of the sector were baker-
ies (222 units employing on average 26 workers

e The Other non-metallic mineral products sec-
tor, including cement and cement products, and
stones shaping, was the second most active in-
dustrial sector with a total of 609 establishments,
USD 797 million of output and employed 10,996
workers.

e The third place was occupied by another con-
struction material activity which is the fabricated
metal products sector, with a total of 558 estab-
lishments, an output of USD 743 million and em-
ploying 8,054 workers.

® The Electrical machinery and apparatus was an
emergent sector in Lebanon, with a total of 83 es-
tablishments generating USD 719 million of out-
put and employing 3,182 workers.

® The Furniture & other manufactured goods not
mentioned in other classes of activity, were in the
6th position despite a large number of establish-
ments (730) and 9,136 workers employed, but
had a low average of output per establishment
USD 621,785.
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The main industrial sectors are classified by output as follows:

Table 2.8 Distribution of main industrial sectors output

Nb. of Workforce Nb. of Salaries Output
. . establish. employees (000%) (000%)
Economic Activity % of % of % of % of % of
0 0 (o} 0 0
e total A0 total AU total A/ total e total

Food products & bev-
erages 736 18.2%|20,607| 24.9%| 18,915 25.3%| 131,632 24.0%]| 1,748,453 25.7%
Other non-metallic
mineral products 609 15.1%| 10,996 13.3%| 9,824 13.1%| 77,373 14.1%| 797,109 11.7%
Fabricated metal
products 558  13.8%| 8,054 9.7%| 7,123 9.5%| 51,334 9.4%| 742,708 10.9%
Electrical machinery
and apparatus 83 2.1%| 3,182 3.8%| 2,994 4.0%| 24,611 45%| 719,354 10.6%
Chemicals & man-
made fibres 193 4.8%| 4,792 5.8%| 4,334] 5.8%| 37,992 6.9%| 512,424 7.5%
Furniture & other
manufactured goods
n.e.c. 730 18.1%| 9,136 11.0%| 7,927| 10.6%| 52,007 9.5%| 453,903 6.7%
Pulp,paper & paper
products 82 2.0%| 4,213 51%| 3,892 5.2%| 35,490 6.5%| 399,714 5.9%
Rubber & plastic
products 168 4.2%| 3,692 4.5%| 3,315 4.4%| 21,058  3.8%| 322,622 4.7%
Printed matter &
recorded media 211 5.2%| 5,510 6.7%| 5,075 6.8%| 44,258  8.1%| 275,906 4.1%
Machinery and equip-
ment. 105 2.6%| 2,122 2.6%| 1,917 2.6%| 15,495  2.8%| 206,129 3.0%
Other activities 558 13.8%| 10,541 12.7%| 9,429 12.6%| 56,951 10.4%| 621,970 9.1%

Total 4,033 100.0%| 82,843 100.0%| 74,743(100.0%| 548,203 100.0%]| 6,800,292 100.0%
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2.3 INDUSTRIAL WORKFORCE

2.3.1 Industrial Workforce by establishment

* The 4,033 industrial establishments employed a
total of 82,843 workers. The average number of
workers by unit was 21. The establishments em-
ploying from 5 to 19 workers which are consid-
ered as small establishments represented 78.2%
of the total number of establishments but only
33.6% of the total workforce.

e Medium size establishments (from 20 to 49
workers) represented 14.8% of total establish-
ments and 21.1% of the total workforce.

e Large industries employing more than 50 work-
ers represented 7.1% of total establishments but
employed more than 45 % of the workforce. o
The average working space area is 806 m? for the
industries employing less than 10 workers com-
pared to a 2,877 m? average for the total estab-
lishments and 70,962 m? for establishments em-
ploying more than 250 workers.

e Owners represented 23% of the total work-
force in the industries employing between 5 and
9 workers compared to the global average of 10 %
for the total establishments.

Distribution of establishments by workers

Table 2.11 Distribution of establishments and workers by size of establishments.

50-99 workers 4.1%

35-49 workers 3.6%

20-34 workers 11.1%

100-249 workers 2.2%

2250 workers 0.8%

/

Workforce by class Nb. of establish. Nb. of workers
5-9 workers 2,081 13,756
% of total 51.6% 16.6%
10-19 workers 1,072 14,090
% of total 26.6% 17.0%
20-34 workers 449 11,466
% of total 11.1% 13.8%
35-49 workers 146 6,042
% of total 3.6% 7.3%
50-99 workers 166 11,153
% of total 4.1% 13.5%
100-249 workers 87 12,702
% of total 2.2% 15.3%
> 250 workers 32 13,635
% of total 0.8% 16.5%
Total 4,033 82,843

10-19 workers 26.6%

5-9 workers 51.6%

Figure 2.3 Distribution of establishments by workers

Table 2.10 Distribution of worker and built area per establish.

Workforce by Class

5-9 10-19 20-34 35-49 50-99 100-249 >250 Total
Average 7 13 26 41 67 146 426 21
worker per
establish.
Average 806 2,121 3,817 3,570 7,286 22,234 70,9621 2,877
built area
per estab-
lish.
Employees / 76.9% 83.6% 89.9% 93.2% 95.9% 97.6% 97.9%] 90.2%
Workforce
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2.3.2 Industrial workforce profile

¢ In 2007, the 4,033 industrial establishments cov-
ered by the study employed:

e 8,100 owners or partners.

e 70,180 permanent employees.

e 4,237 seasonal workers.

e 326 outworkers.

The total workforce of the sector was estimated at

82,843 workers.

¢ An analysis of the workforce revealed that wom-
en represented 17 % of the total workforce.

* 11% of company owners or partners working in
the business were female (89% were male). Men
are usually the business owners and their wives or
daughters are assisting them.

Distribution of workforce by economic activity

Machinery and equipment

. 2.6%
Printed matter & recorded

media 6.7%

Rubber & plastic
products 4.5%

Pulp,paper & paper products
5.1%

Electrical machinery and
apparatus 3.8%

Furniture & other
manufactured goods n.e.c.
11.0%

Chemicals & man-made fibres

5.8%

Other activities 12.7%

Food products & beverages
24.9%

Other non-metallic mineral
products 13.3%

Fabricated metal products 9.7%

Figure 2.4 Distribution of workforce by economic activity
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e Only 17.7% of permanent employees were fe-
male (82.3% were male).

e Finally, 85% of seasonal workers were male.

e |t was only among outworkers that there were
more females than males (60% of outworkers
were female).

e Around 61% of the workforce was employed in
Mount Lebanon, 16% worked in the Bekaa, 11% in
North Lebanon, 6% in South Lebanon, 5% in Bei-
rut and 2% in Nabatiyeh.

* The Food and Beverages sector employed 25%
of the total workforce. The Other non-metallic
mineral products and furniture sectors employed
13% and 11% of the workforce respectively.

24 YEAR OF ESTABLISHMENT AND LEGAL
STATUS

24.1 Year of establishment

¢ The Lebanese industrial establishments are con-
sidered as new industries. 61.7% of the 4,033 es-
tablishments were established between 1990 and
2007.

¢ In the food and beverage sector, 232 establish-
ments (equivalent to 32% of units in the sector)
were created between 2000 and 2007.

® 40% and 24% of establishments surveyed in the
other non-metallic products and the fabricated
metals sectors respectively (building materials)
were also created between 2000 and 2007. This is
probably linked to the construction expansion in
Lebanon that started in the 1990s.

® 29% of establishments surveyed in the furniture
sector were also created between 2000 and 2007.

e While 87 establishments were set up in the
clothing sector between 1990 and 1999, only 44
were created between 2000 and 2007. This might
suggest this activity has lost its appeal, probably
because of increasing competition in this sector.

e Asimilar situation is found in the fabricated met-
als products industry as 206 establishments were
created in the nineties in this sector compared to
135 from 2000 to 2007.

24.2 Legal status

* 55% of industrial establishments surveyed in
2007 were registered as individual establish-
ments, 20% were limited liability companies
(s.a.r.l), 11% were general partnerships (en com-
mandites simples), 9% were limited companies
(s.a.l), 4.5% were limited partnerships and less
than 1% of establishments were registered in the
form of other legal entities (cooperatives, limited
by share...).

Distribution of establishments by year of establishment

2000-2010 29.9% Before 1950 2.02

1990-1999 31.8%

1950-1959 2.5%

1960-1969 5.9%

/ 1970-1979 12.0%

1980- 1989 15.9%

Figure 2.5 Distribution of establishments by year of establishment
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* In some sectors, the proportion of establish-
ments registered as individual companies was
lower than the average for all establishments. This
was the case for the pulp, paper and paper prod-
ucts industry (28%) and the printed matter and
recorded media industry (39% of establishments).

¢ |In other sectors, the proportion of establish-
ments registered as individual companies was
higher than the average for all establishments.
This was the case for the Furniture industry
(70.6% of establishments), the Wood products in-
dustry (62%) and the Fabricated metal products
industry (63%).

¢ Individual companies are widespread in Leba-
non for a number of reasons among which the
fact that individual companies have fewer legal
requirements and lower costs of registration.
This is in addition to the fact that entrepreneurs
in Lebanon tend to be rather individualistic and
often set up their businesses using their personal
assets (land, building ...)

2.5 MEMBERSHIP IN PROFESSIONAL
ASSOCIATIONS

2.5.1 Professional registration

e Almost half (45%) of the Lebanese industrialists
were not registered at any professional or region-
al business association.

¢ The ratio varies according to caza, size of the es-
tablishment and sector of activity. Different fac-
tors can be taken into consideration to explain the
reluctance of industrialists to participate in the
professional common activities:

- The insufficient culture of the Lebanese business
community to act collectively.

- The individual and family management profile of
businesses in Lebanon.

- The preference of operators to keep low profile
to avoid tax payments or social allocations charg-
es.

- The skeptical attitude of businessmen vis-a-vis of
the trade unions and business associations.

- The preference to “go by their own way” of in-
dustrialists to resolve their problems or difficul-
ties.

- The cost of membership and fear of extra par-
ticipations.

- The difficulty of regional businessmen to com-
mute to Beirut where the main business events

are scheduled.

* 58 % of the establishments employing less than
10 workers were not members of any professional
associations. This figure was 6% for companies
employing more than 100 workers.

* The most reluctant establishments to participate
in professional associations were those involved
in construction materials where 65 % were not
registered in any association. On the contrary 84
% of the chemical or paper industries were mem-
bers of at least one association. This number was
65% for Clothing and Food industries.

2.5.2 Active associations

e The most attractive associations for industrial-
ists were the Chambers of Commerce, Industry
and Agriculture in each Mohafaza. More than
50% of the industrial companies were registered
at CClAs. This ratio can be compared to 14% of
registration at ALl, 9.6% for the regional industrial
associations and 8.1% for the sectoral industrial
associations.

* Membership obligation to register at the Cham-
bers to obtain certifications and export docu-
ments explains the high registration of industrial-
ists at Chambers. The proximity of the Chambers
present in all Lebanese Mohafaza is another ap-
pealing factor for registration.

* The total members of the establishments adher-
ing to ALl were 561 companies representing less
than 14 % of the total surveyed establishments in
2007.

¢ The ratio of participating in ALI was 77 % for en-
terprises employing more than 100 workers and
only 2.7 % for those employing less than 10 work-
ers.

® Proximity is an important element to encourage
companies to adhere to ALl. 20% to 30% of com-
panies located in the central Caza (Matn, Aaley,
Jbeil, Kessrwan, or Chouf except Baabda) were
registered at ALI, the ratio was less than 10 % for
the remote areas.
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Table 2.12 Distribution of industrial establishments by adherence to professional associations and by industrial activities
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2.6 BUILT OPERATING AREA

2.6.1 Built operating area

¢ The built operating area for the 4,033 industrial
enterprises surveyed in 2007 was estimated at
around 11.6 million m?, with an average built area
per enterprise of 2,877 m? for the 4,033 surveyed
industrial units. However, 62 % of the industrial
enterprises were operating in a space of around
915,000 m? (364 m? per unit).

¢ The quality of the built area was not taken into
consideration by the study. The operating area
could be a simple open storage area or a highly
sophisticated laboratory. Therefore the compari-
son between sectors or enterprises could be bi-
ased by the complexity and the cost of the built
operation area.

e The 78 establishments (1.9% of total establish-
ments) occupying the largest areas (more than
20,000 m?) were using 46% of the total built oper-
ating area and their average space was 68,355 m2.
If these establishments were excluded the aver-
age space area for the 3,955 establishments left
would be 1,585 m? per unit.

2.6.2 Sector distribution

® The 609 establishments involved in the non me-
tallic mineral activities were using 46% (5.3 million
of m?) of the total of industrial built areas. This
category includes the cement factories where the
used space was more than 1 million m? per unit,
due to the high volume (million of tons) of raw
material and finished products, handled by these
heavy industries. The most important part of the
premises of these establishments was limited to
simple shelters and storage places.

e The average space occupied was 140 m? per
worker for the total industrial sector. The average
was almost 500 m? per worker for the non-me-
tallic mineral activities, compared to 60 m? in the
food industries, 38 m? for the clothing activities,
and 17 m? for electronic devices.

¢ The 3,153 establishments (78% of the total sec-
tor) employing less than 20 workers were occupy-
ing 34 % of the total industrial built area.



3. QUANTITATIVE ANALYSIS

Along with the previous descriptive chapter, per-
taining to the location, field of activity, legal form,
year of establishment, operating area... the study
examined the quantitative and financial results
of the Lebanese industrial establishments aiming
to estimate and analyze the industrial outputs,
inputs, value-added, main operating expenses,
compensation and wages, investments, and as-
sets.

3.1 INDUSTRIAL OUTPUT

* In 2007, total industrial output for the 4,033 in-
dustrial establishments reached USD 6.8 billion.
This is equivalent to a value of output per enter-
prise of USD 1,686,162 on average.

Different components constitute total industrial
output:

- Sales from own production in 2007 represented
93.5% of the industrial output and amounted to
USD 6.4 billion.

- Income from industrial and non industrial ser-
vices was estimated at USD 63.6 million and rep-
resented less than 1% of the industrial output.

- Variations in stocks for finished products and
products in progress were equal to USD 184.1 mil-
lion, which amounts to 2.7% of the total output.

- Value of electricity generated by companies for
own consumption was equal to USD 192.3 million
and represented 2.8% of the total output. This
value is computed based on the cost of the fuel
used to generate electricity and not on the market
value of electricity. Enterprises generate energy
(electricity...) for their own production, and the
latter is considered to be part of industrial output.

e Regarding the distribution of industrial output
by economic activity in 2007, the food and bever-
age sector contributed to 25.7% of the total in-
dustrial output followed by non-metallic mineral
products (manufacture of concrete, cement and
plaster products, cutting, shaping and finishing
of stones ...) with a share of 11.7% and fabricated
metal products (manufacture of structural metal
products...) with a share of 10.9%. The electrical
machinery and apparatus sector had a share of

10.6% of the total industrial output.

e The highest proportion of the industrial output
produced by companies employing more than
4 workers was found in Mount Lebanon (65.5%
of the total output) and the lowest in Nabatiyeh
(0.9% of the total output). The share of output
produced was higher than the proportion of es-
tablishments operating in the region for Mount
Lebanon (49.8% of establishments) but lower for
Nabatiyeh (2.5% of establishments).

e Establishments employing between 100 and
249 workers had the highest contribution to to-
tal industrial output (22.3%) followed closely by
establishments employing more than 250 workers
which produced 21.8% of the total output. The
contribution of the small enterprise (5 to 9 work-
ers) was about 7.6% of output.

e Qutput per worker was estimated to be equal
to approximately USD 82,087. There was a large
variation of output per worker across economic
sectors. Output per worker in the food and bever-
age industry was equal to USD 84,848.

e The Clothing industry and the tanning and
leather products industry had the lowest output
per worker (USD 29,252 and USD 31,589 respec-
tively).

* The Electrical machinery industry, the Chemicals
industry, the Machinery and equipment industry
and the pulp paper and paper products industry
had the highest average output per worker (USD
226,070, USD 106,933, USD 97,139, and USD
94,888 respectively).

e Qutput per worker differed according to the size

of the enterprise. Smaller enterprises employing
between 5 and 9 workers and 10 and 19 workers
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had measures of output per worker equal to USD
37,387 and USD 54,989 respectively. These were
below the average for all establishments (USD
82,087).

¢ Larger enterprises employing between 100 and
249 workers and more than 250 workers had mea-
sures of output per worker equal to USD 119,528

and USD 108,522 respectively. Larger enterprises
benefit from greater mechanization and larger
economies of scale than smaller ones.

Distribution of industrial output by economic activity

manufactured goods n.e.c.

man-made fibres 7.5%

Printed matter & recorded
media 4.1%

Rubber & plastic products 4.7%

Pulp,paper & paper products
5.9%

Furniture & other

6.7%

Chemicals &

Electrical machinery and
apparatus 10.6%
Fabricated metal products
10.9%

Machinery and equipment.

0,
3.0% Other activities 9.1%

Food products & beverages
25.7%

Other non-metallic
mineral products 11.7%

Figure 3.1 Distribution of industrial output by economic activity

COMPARISON WITH 1998

e In 1998, the industrial survey comprised 5,802
industrial establishments employing more than 4
workers with a gross industrial output of USD 3.1
billion (compared to USD 6.8 billion in 2007). The
increase in total industrial output between 1998
and 2007 reached 115%. Part of this increase is
due to price inflation and a depreciation of the
American dollar and Lebanese pound with respect
to other currencies (euro, yen) during this period.
Another reason for the increase is the improved
efficiency of industrial activities.

e This increase is even more striking when looking
at output per enterprise. Output per enterprise
reached USD 1,686,162 on average in 2007 for
establishments employing more than 4 workers
compared to USD 542,326 on average in 1998.

e The food and beverage sector and the other
non-metallic mineral products sector, which pro-
duced the largest shares of output in 2007 (25.7%
and 11.7% respectively), were also the leading

sectors in this respect in 1998. However, their
shares of total output have decreased from 28%
and 14.8% respectively in 1998. The share of fab-
ricated metal products stayed roughly the same
(11.1% in 1998).

e The proportion of industrial output of enter-
prises employing more than 4 workers in some
activities has decreased between 1998 and 2007.
The clothing sector, which produced 4.7% of the
industrial output in 1998, produced 1.7% of the
industrial output in 2007. The tanning and leather
products sector, which produced 2.4% of the in-
dustrial output in 1998, produced 0.7% of the in-
dustrial output in 2007.

¢ Unlike their share of output, output per enter-
prise has increased from USD 147,831 in 1998 to
USD 459,685 in 2007 in the tanning and leather
products sector and from USD 193,323 in 1998
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to USD 552,228 in 2007 in the clothing sector. In
these two sectors, there has been a tendency in
the last decade, to shift from large enterprises
with heavy production to smaller establishments
specializing in niche markets for luxury products.

e Other activities have witnessed an increase in
their share of total output. Enterprises employing
more than 4 workers in the electrical machinery

sector, which produced 2.9% of industrial output
in 1998, produced 8.8% of the output in 2007. En-
terprises employing more than 4 workers in the
chemicals and chemical products sector, which
produced 5.7% of the industrial output in 1998,
produced 7.5% of the output in 2007. The share
of total output of the furniture sector (companies
employing more than 4 workers) has increased
from 6.4% in 1998 to 8.5% in 2007.

Table 3.1 Industrial output highlights

Total industrial output: USD 6.8 billion

Output per establishment (2007):
USD 1,686,162

Output per establishment (1998):
USD 542,326

Output per worker: USD 82,087

Largest sectors:

* Food and beverage :

* Other non-metallic mineral
products (concrete, cement cutting,
and shaping of stones) :

* Metal products :

25.7% of total output

11.7% of total output
10.9% of total output

¢ Industrial establishments also have revenues
that are generated by non-industrial activities
and include sales trade operations and financial
interest received. In 2007, this non-industrial rev-
enue reached approximately USD 53 million. This
figure is very low. It was reported by fewer than
200 establishments (of a total of 4,033). It is pos-
sible that a number of companies have reported
commercial activities as part of their sale of own
production of finished goods as it can be difficult
to distinguish sale of own production from purely
commercial re-sale of goods operations in compa-
nies’ books.

3.2 INTERMEDIATE CONSUMPTION

The study reported an intermediate consumption
of USD 4.7 billion in 2007 for the 4,033 industrial
establishments employing more than 4 workers.

e Intermediate consumption per enterprise
amounted to approximately USD 1,174,136 in
2007.

Intermediate consumption includes: Raw materi-
als and processed inputs, energy consumption, in-
cluding the electricity produced within the estab-
lishment, maintenance and other operating costs.

3.2.1 Raw materials and processed inputs

* In 2007, purchases of raw materials and pro-
cessed inputs, which totaled USD 4.0 billion,
amounted to 85.4% of intermediate consump-
tion (in 1998, this figure was 81%). Part of the raw
materials (3.8%) was absorbed in stock variation,
which was equal to USD 154.4 million.

¢ Net value of raw materials and processed inputs
consumed for the industrial output represented
82% of total intermediate consumption.

e This ratio is considered very high, as some of
the inputs imported by the industrialists are di-
rectly sold to other business and are not reported
as trade operations. Such operations may inflate
part of the raw materials in the total industrial in-
termediate consumption.
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3.2.2 Energy needs

¢ An industrial establishment has different types
of expenditure for its energy needs. First, compa-
nies use up petroleum products for equipment,
machinery and other production processes. Ex-
penditure on petroleum products for production
reached USD 99.4 million and represented 2.1%
of the intermediate consumption in 2007.

¢ Industrial establishments buy electricity from
Electricité du Liban (EDL). In 2007, expenditure on
electricity purchased from EDL amounted to 1.3%
of intermediate consumption (USD 60.8 million).
This proportion is relatively low and is due to the
fact that electricity is not provided by EDL on a
continuous basis. Establishments have to resort to
their own production of electricity when electric-
ity from EDL is not available.

e Expenditure per enterprise and per type of input
varied across economic activities. Expenditure on
electricity (from EDL) per enterprise in the food
and beverage sector (USD 20,300) and the non-
metallic mineral products sector (USD 26,100)
was higher than the average for all industries
(USD 15,100). For the furniture sector the expen-
diture was USD 3,700 and for the fabricated metal
products sector it was USD 8,000 per enterprise,
lower than the average for all sectors.

e The amount of petroleum products used for the
production of electricity for own consumption
reached USD 192.3 million equivalent to 4.1% of
intermediate consumption. Companies spent al-

most 3 times more producing their own electricity
than they spent on electricity from EDL.

e Expenditure per enterprise on fuels for own
production of electricity reached USD 47,700 on
average. Variations were found depending on the
sector. The highest expenditure was observed in
the pulp, paper and paper products with an av-
erage of USD 155,800 per enterprise. In the food
and beverage sector and the other non-metallic
products sector, expenditure on fuel for own pro-
duction of electricity reached USD 92,600 and
USD 82,800 respectively. The lowest expenditure
per enterprise was registered in the clothing sec-
tor (USD 12,000), the furniture sector (USD 8,000)
and the tanning and leather products sector (USD
6,900).

e The proportion of expenditure on petroleum
products for the production of own electricity var-
ied depending on the size of the enterprise. The
table below shows the share of expenditure on
energy by enterprise size. The proportion of ex-
penditure on petroleum products for production
of electricity for own consumption in total inter-
mediate consumption was as high as 7.9% in larg-
er companies (more than 250 workers). The share
of expenditure for the production of a company’s
own electricity is always higher than the share of
expenditure on electricity from EDL. This shows
the heavy burden of problems concerning elec-
tricity in Lebanon on industrial establishments.

Table 3.2 Distribution of expenditure on energy by class of workers

Workforce by class Share of expenditure . Share of expenditure
on oil products for own Share of expenditure on ener roducts for
roduc[;ion of electricit on electricity from rodu(’:gt)iloll)l (machin-
irl: % of intermediate coz- EDL in % of interme- ell)“ ) in % interme-
° . diate consumption Y e o
sumption diate consumption
5 to 9 workers 3.8% 1.6% 2.7%
10 to 19 workers 3.7% 1.3% 2.1%
20 to 34 workers 2.1% 0.9% 1.9%
35 to 49 workers 2.0% 0.8% 1.5%
50 to 99 workers 2.9% 1.0% 1.9%
100 to 249 workers 3.8% 1.0% 4.3%
> 250 workers 7.9% 2.1% 3.2%
45



* Total expenditures on energy (petroleum prod-
ucts for production, petroleum for own electricity
and electricity from EDL) represented 8.1% of in-
termediate consumption in 2007.

e Expenditures varied across sectors. In indus-
tries where raw material cost is low (mainly in the
Construction materials sector) the importance
of energy is high. The proportion of energy over
total intermediate consumption is 23.9% for the
other non-metallic products sector (manufacture
of concrete, cement and plaster products, cut-
ting, shaping and finishing of stones) whereas this
proportion is 9.3% for food products and 8.1% for
rubber and plastics products and 4.5% for furni-
ture products.

e Expenditures varied also by size. Energy con-
sumption represents 13.3% for industries employ-
ing 250 workers and more and it is limited to 4.3%
for those employing 35 to 49 workers. The impact
of this aggregate is relatively important for small
industries representing 8.1% for establishments
employing 5 to 9 workers.

3.2.3 Other intermediate consumption

e Expenditure on maintenance represented 2.4%
of intermediate consumption.

e Other operating costs (administrative expenses,
advertising, water, legal counseling...) represent-
ed 7.5% of total intermediate consumption.

COMPARISON WITH 1998

e In 1998, intermediate consumption for the
5,802 industrial establishments employing more
than 4 workers was USD 1.8 billion (compared to
4.7 billion in 2007).

e Intermediate consumption of establishments
employing more than 4 workers, which increased
by 166% between 1998 and 2007 probably due in
part to price inflation and a depreciation of the
American dollar and Lebanese pound with respect
to other currencies (euro, yen) during this period,
grew faster than industrial output (increase of
115%).

e Intermediate consumption per enterprise in
2007 (USD 1,174,135) is higher than in 1998 when
intermediate consumption per enterprise was ap-
proximately USD 308,000.

e Expenditure on energy in 1998 represented
7.7% of total intermediate consumption. Whereas
the proportion of expenditure on energy 8.1% in
2007.

Table 3.3 Intermediate consumption highlights

Total intermediate consumption USD 4.7 billion
Share of expenditure on raw materials and

. 85.3%
processed inputs
Stock variation -3.3%
Share of expenditure on petroleum products

. . . 4.1%

for own production of electricity
Share of expenditure on electricity (from EDL) 1.3%
Share of expenditure on energy products for 2.79,
production e
Share of expenditure on maintenance 2.4%
Share of other expenditures 7.5%

3.3 VALUE-ADDED

¢ Total value-added for industrial establishments
employing more than 4 workers amounted to USD
2.1 billion in 2007.

* The average value-added per worker was USD
24,927.

* The ratio of value-added to output was equal to
30.4%.
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3.3.1 Value-added by sector

* The food and beverage sector contributed to
26.9% of the total value-added in the industrial
sector. The other non-metallic mineral products
represented 13.8% of the total value-added.
These two sectors were also the leading sectors in
this respect in 1998 with proportions of 25% and
15% respectively.

* The ratio of value-added to output also differed
according to the economic activity. The lowest
value of this measure was found in the coke and
refined petroleum products industry (4.9%) and
the highest in the mining and quarrying industry
(55.2%).

¢ In the food and beverage sector, the ratio of val-
ue-added to output (31.8%) was close to the aver-
age for all industrial establishments (30.4%). The
ratio in the other non-metallic mineral products
industry was higher than the average (35.8%) but
the ratio in the fabricated metal products industry
was lower than average (22.2%). The tanning and
leather products industry and the wood products
industry had a ratio of value-added to output ap-
proximately equal to 45%. The ratio in the fur-
niture industry was close to 41.2% and the ratio
in the electrical machinery and apparatus sector
was equal to 27.3%.

e The average value-added per worker equaled
USD 24,927. It was the highest in the electrical
machinery and apparatus sector (USD 61,786).
Value-added per worker was low in the clothing
sector (USD 11,749). It was also lower than aver-
age in the textiles, tanning and leather products,
fabricated metal products and furniture industries
(USD 16,942, USD 14,283, USD 20,506 and USD
20,484 respectively). Value-added per worker was
higher than average in the food and beverage in-
dustry (USD 26,987) and in the other non-metallic
mineral products sector (USD 25,969).

* The average ratio of value-added to assets for all
establishments was equal to 51.6%.

e There were disparities of this ratio across sec-
tors. The furniture sector seems more labor in-
tensive as its value-added to assets was equal
to 85.2%. Other sectors with above average per-
formances included: fabricated metal products
(52.4%), the clothing sector (69.7%), and the ma-

chinery and equipment sector (82.0%). Sectors
with lower value-added to assets ratios included:
other non-metallic mineral products (33.6%), the
food and beverage sector (45.6%) and the chemi-
cals and man-made fibre sector (47.6%).

3.3.2 Value-added by enterprise size

* Enterprises employing more than 250 workers
had the greatest contribution to total value-added
(26.2%). This contribution was higher than their
share of output (21.8%). The lowest contribution
to total value-added was by enterprises employ-
ing between 35 and 49 workers (6%). The latter
also had the lowest contribution of total output
(7.4%).

e The ratio of value-added to output varied ac-
cording to the size of the enterprise. Medium
size enterprises had lower ratios than smaller
and larger enterprises. Enterprises employing be-
tween 35 and 49 workers had the lowest ratio of
value-added to output (24.7%) while enterprises
employing more than 250 workers had the high-
est one (36.6%).

e The ratio of value-added per worker varied ac-
cording to enterprise size. Smaller enterprises
had lower values of value-added per worker than
larger ones. Indeed value-added per worker was
equal to USD 12,365 in enterprises employing be-
tween 5 and 9 workers and USD 39,714 in enter-
prises employing more than 250 workers.

3.3.3 Components of value-added

The value-added components in 2007 could be
summarized as follows:

e Salaries represented 26.5% of the value-added.

* The depreciation of assets represented 14.5% of
the total value-added.

e Interest charges, which amounted to USD 158.2
million, accounted for 7.6% of the value-added.

* The last component of value-added is industrial
profits estimated at 51.4%.

* The weight of salaries in total value-added var-
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Distribution of value-added by economic activity

Machinery and equipment.

e The ratio of value-added over assets has in-
creased from 48.8% in 1998 to 51.6% in 2007. This

Printed matter & recorded 2.3%

media 5.6%

Rubber & plastic products 3.3%

Pulp,paper & paper products
4.6%

Furniture & other
manufactured goods n.e.c.
9.1%

Other activities 9.3%

Food products & beverages
26.9%

Other non-metallic mineral

Chemicals & man-made fibres
7.5%

Electrical machinery and
apparatus 9.5%

products 13.8%

Fabricated metal products 8.0%

Figure 3.2 Distribution of value-added by economic activity

ied by sector. The proportion of salaries of value-
added was lower than average in the food and
beverage sector (23.7%) but higher than average
in the clothing industry (39.4%), the tanning and
leather products industry (38.3%), the printed
media industry (38.6%), the other non-metallic
mineral products industry (27.1%) and the fabri-
cated metal products industry (31.1%).

* The weight of salaries in total value-added var-
ied also by region. It was the highest in the Bekaa
(30.7%) and the lowest in North Lebanon (22.2%).

e Finally, the weight of salaries in total value-add-
ed varied by enterprise size. It was the highest in
enterprises employing between 5 and 9 workers
(36.7%) and the lowest in enterprises employing
more than 250 workers (23.4%).

* The weight of depreciation in total value-added
also varied by enterprise size. It was the highest
in enterprises employing more than 250 workers
(18.2%) and the lowest in enterprises employing
between 35 and 49 workers (11.7%).

¢ Finally, different industrial sectors had differ-
ent ratios of depreciation over value-added. The
weight of depreciation in total value-added was

high in the other non-metallic mineral products
sector (28.0%) and low in the electrical machinery
and apparatus sector (3.8%).

COMPARISON WITH 1998

e |[n 1998, the 5,802 industrial establishments
employing more than 4 workers had a total value-
added of USD 1.4 billion (compared to 2.1 billion
in 2007). Value-added per worker was equal to
USD 19,322 (compared to 24,927 in 2007).

e The ratio of value-added to output in 2007,
which is equal to 30.4%, is lower than the value
of 43% reported in the 1998 survey. However, it
is important to note that this ratio was probably
over-estimated in 1998 as the survey of industrial
establishments then was not comprehensive and
extrapolation techniques were used for a number
of variables.

e A comparison between 1998 and 2007 reveals
that some sectors have improved their perfor-
mance. In the tanning and leather products indus-
try the ratio of value-added to output was 40.4%
in establishments employing more than 4 workers
in 1998. In 2007, this ratio increased to 45.2%.
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shows a better utilization of assets in 2007.

e Finally, the shares of the various components
of value-added have changed slightly between
1998 and 2007. Salaries represented 33.7% of val-

ue-added in 1998 (compared to 26.5% in 2007).
The depreciation of assets represented 25% of
the total value-added 1998 (compared to 14.5%
in 2007) and interest charges represent 7.6% of
value-added in 2007 compared to 11.7% in 1998.

Table 3.4 Value-added highlights

Total value-added

USD 2.1 billion

Ratio of value-added over output :

30.4%

Value-added per worker (2007): USD 24,927

Value-added per worker (1998): USD 19,322

Value-added over assets (2007): 51.6%

Value-added over assets (1998): 48.8%

e Analysis of the main components of the production process could be summarized as follows:

Table 3.5 Analysis of industrial activity and industrial profit

In (0008) | In % of industrial output Va{:lle(:/; dodfe d
QOutput 6,800,292 100%
Value of goods
produced 6,360,332 93.5%
Services (industrial
and non-industrial) 63,624 0.9%
Intermediate
consumption 4,735,290 69.6%
Net raw material 3,882,518 57.1%
Electricity, energy
products 382,808 5.6%
Services and other
operating costs 469,963 6.9%
Value-added 2,065,002 30.4%
Wages 548,203 8.1% 26.5%
Depreciation 299,642 4.4% 14.5%
Interest 158,169 2.3% 7.7%
Gross industrial
profit 1,058,988 15.6% 51.3%
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34 SAIARIES

e Total salaries (including social contributions,
wages, and other benefits) in the industrial sector
added up to USD 548 million in 2007.

e Salaries of permanent workers reached USD
525.8 million and represented 96% of total sala-
ries. Salaries of seasonal workers were equal to
USD 19.5 million and represented 3.6% of total
salaries and finally salaries of outworkers, which
amounted to USD 2.9 million, represented less
than 0.5% of total salaries.

e The average salary of a permanent employee
(including social contributions) was equal to USD
7,492. The average salary of an employee (exclud-
ing company owners) was USD 7,335 in 1998. Sal-
aries have not been officially raised between 1998
and 2007 due to political difficulties, economic
slowdown and international containment of infla-
tion between 1998 and 2005.

e Salaries varied by enterprise size. Average sal-
ary per employee was the lowest in the small
enterprises (USD 5,895) and the highest in larger
enterprises (USD 9,494). This might be due to the
fact that in small companies family members have

highly paid senior positions that are not account-
ed for in the measure of average salary per work-
er. In larger companies, there are more white-col-
lar positions filled by highly qualified employees
who contribute in raising the measure of average
salary per worker. In addition, smaller enterprises
tend not to declare fully their employees salaries
to avoid paying social contributions, while larger
companies declare all employees and their sala-
ries.

e Salaries were not homogeneous across eco-
nomic activities. Salaries per employee were low-
er than the average of USD 7,335 in the food and
beverage sector (USD 6,959), the furniture sector
(USD 6,561) and the clothing sector (USD 5,131).
They were higher than the average in the other
non-metallic mineral products sector (USD 7,876),
the printed matter and recorded media sector
(USD 8,722) and electrical machinery and appara-
tus sector (USD 8,220).

e Salaries also varied by region. The lowest aver-
age salary per employee was in Nabatiyeh (USD
4,580) and the highest salary per employee was in
Mount Lebanon (USD 8,039).

Distribution of salaries by economic activity

Machinery and equipment.
2.8%

Printed matter & recorded
media 8.1%

Rubber &
plastic products 3.8%

Pulp,paper & paper products
6.5%

Furniture & other Chemicals & man-made fibres

manufactured goods n.e.c. 6.9%
9.5%

Other activities 10.4%

Food products & beverages
24.0%

Other non-metallic mineral
products 14.1%

Fabricated metal
products 9.4%

Electrical machinery and
apparatus 4.5%

3.5 FIXED ASSETS

Remark : It is important to note that the 2006
war might have impacted on fixed assets of com-
panies who could have reported assets detailed
in their books, which may have been effectively
destroyed.

e At the end of 2007, the 4,033 establishments
employing more than 4 workers owned a total of
USD 4 billion in fixed assets.

¢ Fixed assets per enterprise for establishments
employing more than 4 workers reached USD
991,500 at the end of 2007.

Industrial establishments have various types of
fixed assets:

e Land represented 19.8% of fixed assets owned
at the end of 2007. Land is relatively expensive in
Lebanon particularly in industrial zones. A real es-
tate boom started in 2007 resulting in a sharp in-
crease in the price of land. These prices might not
be reflected in companies’ books as they do not
regularly revise their estimates since they are sub-
ject to a 10% tax rate if they do. Furthermore, land
rental for industrial purposes remains infrequent.
¢ Buildings and other construction represented

24.3% of fixed assets at the end of 2007. Buildings
were also subjected to a real estate boom in 2007.
Buildings are available for rental but investors in
Lebanon prefer to buy rather than rent. They are
an expensive asset.

* Transport equipment represented 4.0% of fixed
assets at the end of 2007. Vehicles on the Leba-
nese market are often second-hand or refurbished
units, which might not be properly assessed in
companies’ books.

e Computers and software represented 1.2% of
fixed assets at the end of 2007 and equipment for
environment protection amounted only to 0.1%.

e Other machinery and equipment represented
45.5% of fixed assets. These consist probably
mostly in machines used for production. They
had the largest share of all fixed assets. Moreover,
machinery and equipment represented the high-
est proportion of total fixed assets in all sectors
except textiles, tanning and leather products and
electricity, gas, steam and hot water supply.

e Finally, other fixed assets represented 5% of to-
tal assets of industrial establishments at the end
of 2007.

Distribution of fixed assets by type

Figure 3.3 Distribution of salaries by economic activity
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Environmental equipment
0.1%

Computers 1.2%

Vehicles 4.0%

Machinery 45.5%

Others 5.0%

Land 19.8%

Building 24.3%

Figure 3.4 Distribution of fixed assets by type
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* In 2007, the average value of machinery and
equipment per worker in the industrial sector was
equal to USD 21,954. The average value of ma-
chinery and equipment per worker in the non-me-
tallic mineral products and in the food and bever-
age sectors reached respectively USD 38,694 and
USD 26,246.

e The value of machinery and equipment per
worker was lower in sectors such as the fabricated
metals sector (USD 15,336), the electrical machin-
ery and apparatus sector (USD 10,057), the fur-
niture sector (USD 7,114) and the clothing sector
(USD 6,127). These sectors do not necessitate so-
phisticated and expensive equipment.

e The value of machinery per worker also varied
by size of the enterprise. Smaller enterprises em-
ploying between 5 and 9 workers had the equiva-
lent of USD 11,081 in machinery per worker. Com-
panies employing more than 250 workers had
the equivalent of USD 47,474 in machinery per
worker.

The average investment per m? was around USD
335 for the total 4,033 industrial establishments.
For the food products and beverages this aver-
age reached USD 997 per m?; 816 USD per m? for
printed matter & recorded media. Whereas this
average is limited to 160 USD per m? for metallic
mineral activities and to USD 148 for basic metals
activities.

Table 3.6 Distribution of assets by mohafaza

Total value
Beirut Mount North South Bekaa | Nabatiyeh | Total | of assets
Lebanon | Lebanon| Lebanon
(0009)

Land 2.4% 56.2% 22.1% 32%| 15.6% 0.4% | 100% 793,286
Building 4.1% 58.6% 13.3% 52% | 18.2% 0.7% | 100% 973,298
Machinery 2.9% 63.5% 18.9% 27% | 11.3% 0.7% | 100% 1,818,707
Vehicles 3.6% 57.4% 9.4% 7.7% | 19.5% 2.3% | 100% 161,135
Computers 4.9% 81.2% 5.7% 2.0% 5.8% 0.3% | 100% 46,953
Environmen-
tal equipment 4.8% 64.2% 7.2% 6.5%| 15.9% 1.4% | 100% 5,145
Other 8.6% 67.2% 17.8% 1.1% 5.1% 0.1% | 100% 200,196
Total value of
assets (000)
USD 137,619 2,439,769 | 702,426 140,828 |1 551,970 26,109 3,998,720
Output (000)
USD 492,719 | 4,454,395 790,777 323,046 679,913 59,441 6,800,292
Output ( %
of total) 7.2% 65.5% 11.6% 48% | 10.0% 0.9% | 100%

Table 3.7 Assets and outputs of Capital/ Labor - intensive sectors

Sector Assets (as % of |  Output (as % of
total assets) total output)
Capital- intensive sectors | Other non- metallic mineral
products 21.3% 11.7%
Food and beverage sector 30.5% 25.7%
Labor - intensive sectors Fabricated metal products 7.9% 10.9%
Furniture 5.5% 6.7%

e Around 50% of fixed assets were owned by
two sectors: food and beverage and non-metallic
mineral products. These two activities produced
37.4% of the total industrial output. This might
suggest those two activities are capital intensive
ones or might be under-utilizing their assets.

¢ The distribution of assets varied according to the
sector. The share of land in all fixed assets of com-

panies (on average equal to 19.8%) was higher
than average in the fabricated metal products sec-
tor (27.7%), the clothing and tanning and leather
products sectors (both 24.7%), the other non-
metallic mineral products (23.5%). It was slightly
lower than average in the food and beverage sec-
tor (18.0%) and the furniture sector (17.5%).

* The share of buildings in total fixed assets (24.3%
on average) also varied by sector. It was higher
than average in the furniture sector (42.0%) and
the electrical machinery and apparatus sector
(29.8%) and lower than average in the other non-
metallic mineral products (18.7%).

* The average proportion of machinery in all fixed
assets owned by the industrial sector was 45.5%.
The food and beverage was close to the average
as 44.4% of fixed assets in the sector are equip-
ment. Machinery represented 29.6% of fixed
assets in the furniture sector and 38.3% in the
electrical machinery sector. It represented 50.0%
of fixed assets in the other non-metallic mineral
products sector and 60.2% in the pulp, paper and
paper products sector.

Distribution of fixed assets by economic activity

e The share of land of industrial establishments
in Beirut (2.4%) and Mount Lebanon (56.2%) was
lower than their share of output (7.2% and 65.5%
respectively). The same holds for their share of
buildings (4.1% in Beirut and 58.6% in Mount
Lebanon). The opposite is true in the Bekaa and
North Lebanon. In the Bekaa, the share of land and
buildings of industrial establishments (15.6% and
18.2% respectively) was higher than the share of
output (10%). In North Lebanon, the share of land
and buildings of industrial establishments (22.1%
and 13.3% respectively) was also higher than the
share of output (11.6%).This is due to the fact that
land and buildings are cheaper in the latter.

e Establishments employing more than 250 work-
ers had the largest share of fixed assets (30.7%)
although they did not produce the largest share
of output (their share of total output was 21.8%).
The largest share of output (22.3%) was produced
by enterprises employing between 100 and 249
workers that owned 18.4% of all fixed assets.

e The proportion of fixed assets used does not
necessarily correspond to the share of fixed as-
sets in each sector. The table below shows differ-
ent types of activities.
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Figure 3.5 Distribution of fixed assets by economic activity

53



* The proportion of vehicles in total fixed assets,
which reached 4.0% on average, varied depending
on the economic activity. It was close to the aver-
age in the food and beverage sector (4.3%), the
furniture sector (4.1%), the other non-metallic
mineral products sector (4.0%) and the fabricated
metal products sector (4.1%). It was lower than
average in the basic metals sector (1.4%) and the
tanning and leather products sector (2.1%) and
higher than average in the chemicals and man-
made fibres sector (5.6%) and the wood products
sector (5.2%).

e The share of fixed assets for the protection of
the environment never exceeded 1% of all fixed
assets in each economic activity.

e Computers represented less than 2% of fixed as-
sets in most industrial activities.

* Fixed assets per enterprise varied by sector with
an average of USD 991,500. This average is USD
318,433 for the clothing sector, USD 307,418 for
the wood products, USD 565,227 for the fabri-
cated metal products and USD 300,961 for the
furniture sector.

e The food and beverage sector, with a value of
fixed assets per enterprise of USD 1,656,072 was
above the average for all industries. The same
holds for the other non-metallic mineral products
(USD 1,397,269).

e Fixed assets per worker amounted to USD
48,269 on average. This average varied depend-
ing on the type of activity. The other non-metallic
mineral products sector had a value of fixed assets
per worker equal to USD 77,390 and the chemi-
cals and man-made fibres sector a value of USD
67,840. These activities are more capital intensive
than others such as the furniture industry (USD
24,049) and the clothing sector (USD 16,867).

e Fixed assets per worker also increased with
enterprise size. Companies employing between
5 and 9 workers had a value of fixed assets per
worker of USD 30,533 while companies employ-
ing more than 250 workers owned around USD
89,981 fixed assets per worker.

Finally, fixed assets per worker varied by region.
The ratio was the highest in North Lebanon (USD
80,953) and the lowest in Nabatiyeh (USD 21,038).

e Total asset depreciation was around USD 300
million. Asset depreciation is estimated at around
7.5% in 2007 and 8% excluding land and buildings.

¢ The ratio of depreciation over assets varied by
economic sector. It was high in the non-metallic
mineral products sector (9.4%) and low in the fab-
ricated metal products sector (6.1%).

e Depreciation over assets was higher in larger
enterprises employing more than a 100 workers
(8.0%) than in smaller enterprises (6.0% in com-
panies employing between 5 and 9 workers).

* Regarding regional variation in depreciation over
assets, the ratio was the lowest in the Bekaa and
South Lebanon (6.8%) and the highest in North
Lebanon (8.0%).

COMPARISON WITH 1998

¢ |n 1998, the 5,802 industrial establishments em-
ploying more than 4 workers had the equivalent
of USD 2.8 billion in fixed assets (compared to
USD 4 billion in 2007). This shows an increase of
42.8% approximately. Part of the increase is prob-
ably due to inflation and the depreciation of the
American dollar and Lebanese pound with respect
to other currencies. However, companies seem to
own more assets on average in 2007 than in 1998.

* The increase in assets is more significant when
considering assets per enterprise which increased
from USD 479,811 in 1998 to USD 991,500 in 2007
(106.6%).

* The value of assets per worker has also increased
from USD 39,565 in 1998 to USD 48,269 in 2007.
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Table 3.8 Distribution of fixed assets highlights

Assets highlights
Total value of fixed assets (2007): Total value of fixed assets (1998):
USD 4 billion USD 2.8 billion
Fixed assets per enterprise (2007): Fixed assets per enterprise (1998):
USD 991,500 USD 479,811

Assets per worker (2007): USD 48,269

Assets per worker (1998): USD 39,564

Machinery and equipment represent 45.5% of all fixed assets (2007)

Equipment for environment protection represents 0.1% of all fixed assets (2007)

3.6 GROSS FIXED CAPITAL FORMATION

Remark : The 2006 war might have generated
more investment in 2007 from industrialists seek-
ing to replace destroyed equipment. On the other
hand, the war might have discouraged invest-
ment.

e Gross fixed capital formation (G.F.C.F.) measures
the difference between the value of investments
in new or used fixed assets made during the year
2007 minus the value of sold fixed assets during
the same period.

* Total gross fixed capital formation for all indus-
trial establishments employing more than 4 work-
ers amounted to USD 296 million in 2007.

e Machines represented the largest share of
G.F.C.F. (69.4%) and equipment for environment
protection the smallest (0.1%).

* In 2007, gross fixed capital formation represent-
ed approximately 4.4% of the gross output.

¢ Small companies, employing between 5 and 9
workers owned 10.5% of fixed assets (which is
not the smallest proportion) and had the smallest
share of total gross fixed capital formation in 2007
(3.1%). Companies employing more than 250
workers had the highest share of G.F.C.F. (36.5%)
and the highest proportion of assets (30.7%).

¢ In 2007, the majority of G.F.C.F. was done by
establishments in two regions: North Lebanon
(43.0%) and Mount Lebanon (45.6%). The share of
North Lebanon in total industrial gross fixed capi-
tal formation has increased significantly in 9 years
as the latter was equal to 5.4% in 1998. Howev-
er, after further analysis, it was found that 2007

witnessed exceptional investments by two main
establishments (cement factories) in the Batroun
district, which resulted in this high proportion.
These are also the two regions with the highest
proportion of industrial assets. However, the ratio
of G.F.C.F. over assets was much higher in North
Lebanon (18.1%) than in Mount Lebanon (5.5%)
showing an exceptional renewal of assets in this
region in 2007.

* The measure of G.F.C.F. over assets displayed an
important variation across sector. The ratio was
lower than average in the food and beverage sec-
tor (3.4%), the tanning and leather products in-
dustry (1.4%) and the furniture sector (3.6%) but
higher than average in the chemicals and man-
made fibre sector (11.8%), the other non-metallic
mineral sector (11.6%), the clothing sector (7.1%).

e The electrical machinery and apparatus sector
had one of the highest ratios of G.F.C.F. over as-
sets (16.7%).

e An analysis of G.F.C.F. per type of asset reveals
that net investment was not the same across as-
sets. The ratio of G.F.C.F. over total fixed assets of
land (1.0%) and buildings (4.4%) were lower than
the average for all assets (7.4%). This might be
due to the high price of these two assets which
discourage new investments. The ratio of G.F.C.F.
over assets for equipment for environment pro-
tection (7.8%) was close to the average suggest-
ing that this type of investment is becoming in-
creasingly popular. Net investments in computers
(10.7%) and machinery and equipment (11.3%)
were higher than the average for all assets.
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Distribution of G.F.C.F by type of assets

Environmental equipment
0.1%

Other 7.7%
Computers 1.7% o °

Vehicles 3.9%

Land 2.6%

Buildings 14.6%

—

Machinery 69.4%

Figure 3.6 Distribution of G.F.C.F by type of assets

Table 3.9 New investments (G.F.C.F) as part of existing fixed assets

Land | Building | Machinery | Vehicles | Computers Env1r?nmental Other
equipment
G.F.C.F./
Assets 1.0% 4.4% 11.3% 7.1% 10.7% 7.8%| 11.4%

¢ G.F.C.F. per worker was equal to USD 3,575 on
average but varied by size of the enterprise.

e Companies employing between 5 and 9 work-
ers had a value of G.F.C.F. per worker of USD 661
whereas companies employing more than 250
workers had a G.F.C.F. per worker of USD 7,930. It
is important to note that smaller companies had
fewer assets than larger ones.

* G.F.C.F. per worker varied across economic ac-
tivities. The other non-metallic mineral products
sector and the chemicals and man-made fibers
sector had high values of the latter (USD 8,990

and USD 8,003 respectively) while the furniture
sector and the food and beverage sector had low-
er than average values (USD 857 and USD 1,995
respectively).

e The measure of G.F.C.F. per worker also var-
ied depending on the region. It was the lowest
in South Lebanon (USD 568) and the highest in
North Lebanon (USD 14,676).

e |t is important to note than on average, the ratio
of G.F.C.F. over fixed assets (7.4%) was equal to
the ratio of depreciation over fixed assets (7.5%),
suggesting there was a renewal of fixed assets
rather than a boom in investments in 2007.
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COMPARISON WITH 1998

e |[n 1998, the 5,802 industrial establishments
employing more than 4 workers had a G.F.C.F. of
USD 285 million (compared to USD 296 million in
2007). This is equivalent to a 4.6% increase.

¢ However, the G.F.C.F. per worker in 1998 (USD
4,054) is higher than in 2007 (USD 3,575).

e The ratio of G.F.C.F. over fixed assets has also
decreased from 10.3% in 1998 to 7.4% in 2007.

Table 3.10 G.F.C.F highlights

G.F.C.F highlights

Total G.F.C.F. (2007) : USD 296 million

Total G.F.C.F. (1998) : USD 285 million

G.F.C.F./ Assets (2007): 7.4%

G.F.C.F./ Assets (1998): 10.3%

G.E.C.F. per worker (2007): USD 3,575

G.F.C.F. per worker (1998): USD 4,054

3.7 ANALYSIS OF MAIN INDUSTRIAL
SECTORS

A more detailed analysis of key sectors of the in-
dustrial sector in Lebanon is conducted in this sec-
tion.

3.71 The food and beverage industry

¢ In 2007, the food and beverage industry was
the leading industry in Lebanon in a number of
aspects. It had the highest number of enterprises
(736 establishments which amounts to 18.2% of
all establishments), the highest share of the work-
force (24.9%) and the highest share of industrial
output (25.7% of total industrial output).

¢ The food and beverage industry also had the
highest share of value-added (26.9%). However,
the ratio of value-added to output, which was
equal to 31.8%, was not the highest. Neither was
its value of value-added per worker (USD 26,987).

® Regarding intermediate consumption, expendi-
ture on energy in the food and beverage sector
was higher than the average for all industries. The
ratio of expenditure on energy over total expen-
diture on inputs, which equaled 9.2%, was higher

than in 1998 (ratio of 3.5%).

¢ The salary per employee in the food and bever-
age sector (USD 6,959) was lower than the aver-
age for all industries (USD 7,335).

e The food and beverage industry owned 30.5%
of industrial assets. Its gross fixed capital forma-
tion in 2007 represented 13.9% of total gross fixed
capital formation by all industrial establishments,
which is the second largest contribution. Howev-
er, the ratio of G.F.C.F. over fixed assets (3.4%) was
less than half the ratio of all industries (7.4%).

e The 13 soft drinks and mineral water industries
represent 0.3% of the total establishments but
generate 5.2% (USD 354 million) of the total in-
dustrial output and employ 2.1% (1,760 workers)
of the total workforce.

e Out of the 32 establishments employing more
than 250 workers, 10 were in the food and bev-
erage industry. There were 3 of these enterprises
in the preserving of fruits and vegetables sector,
2 enterprises in the bakery sector, 2 enterprises
in the soft drinks industry and 3 others in various
activities of the food and beverage sector.

Table 3.11 Main statistics in the food and beverage industry

Food and beverage % of total industrial sector
Nb. of establish. 736 18.2%
Workforce 20,607 24.9%
Output (0008) 1,748,453 25.7%
Input (0008) 1,192,337 25.2%
Value-added (000$) 556,116 26.9%
G.F.C.E. (0009) 41,104 13.9%
Assets (0008) 1,218,869 30.5%
Depreciation (000$) 85,019 28.4%
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e The manufacture of bakery products represent-
ed 30% of establishments in the food and bever-
age sector (222 units) followed by the manufac-
ture of dairy products (15%).

* The regional distribution of establishments in
the food and beverage sector was as follows: 30%
of establishments operated in the Bekaa region,

34% in Mount Lebanon, 8% of enterprises were
located in Beirut, 14% in North Lebanon, 4% in
Nabatiyeh and finally 10% of establishments in
the food and beverage industry were based in
South Lebanon. The geographical distribution of
this sector was more evenly distributed than oth-
er activities.

Table 3.12 Main Aggregates for Food products & beverage

Table 3.14 Main statistics in the building materials industry

Wood | Fabricated metal | Non-metallic min- | Total Building | % of total

products products eral products Materials industry
Nb. of establish. 87 558 609 1,254 31.0%
Workforce 1,398 8,054 10,996 20,448 24.7%
Output
(0009) 65,447 742,708 797,109 1,605,264 23.6%
Input
(0009) 35,582 577,553 511,562 1,124,696 23.8%
Value-added
(000%) 29,866 165,155 285,547 480,568 23.3%
G.F.C.F.
(0009) 2,993 20,806 98,845 122,644 41.4%
Assets
(0009) 26,745 315,397 850,937 1,193,079 29.8%
Depreciation
(000%) 2,041 19,365 79,892 101,298 33.8%

e Regarding the regional distribution of the build-
ing materials industry, the proportions of estab-
lishments in each region were: 2% in Beirut, 41%
in Mount Lebanon, 13% in North Lebanon, 12%
in South Lebanon, 28% in the Bekaa and 3% Na-
batiyeh.

* The second largest number of enterprises em-
ploying more than 250 workers was found in the
building industry sector (8 enterprises), 6 of which
belonged to the non-metallic mineral products

sector.

® The three sectors in the building industry owned
29.8% of fixed assets (although the wood prod-
ucts industry only has 0.7% of fixed assets) and
they contributed to 41.4% of the total industrial
gross fixed capital formation.

* The wood products industry counted 87 estab-
lishments (2% of all industrial establishments) and
produced only 1% of the total industrial output.
However, its value-added to output ratio, which
was equal to 45.6%, was higher than average but
slightly lower than in 1998 (46.8%). The fabricat-
ed metal products sector represented 13.8% of all
establishments and 10.9% of the industrial out-

Economic Activity Number of % of | Output | % of
establish. 7o of total { Workforce total (00(1))$) total
Manufacture of soft
drinks; production of
mineral waters 13 1.8% 1,760 8.5% | 353,857 20.2%
Manufacture of other
food products n.e.c. 136 18.5% 3,231 15.7%| 281,401 16.1%
Manufacture of bakery
products 222 30.2% 5,682 27.6% | 207,052 11.8%
Processing and preserving
of fruit and vegetables 70 9.5% 3,009 14.6% | 200,616| 11.5%
Manufacture of grain mill
products 32 4.3% 586 2.8%| 190,494 10.9%
Manufacture of dairy
products 112 15.2% 1,923 9.3% 154,533 8.8%
Others 151 20.5% 4,417 21.5%| 360,499 20.6%
Food products & bever-
ages 736 100% 20,607 100% | 1,748,453 100%
Table 3.13 Main ratios in the food and beverage industry
Food and Beverage All industries
Output /Worker (8) 84,848 82,087
Output/Assets 143.4% 170.1%
Value-added/Worker ($) 26,987 24,927
Value-added/Output 31.8% 30.4%
G.F.C.F./Assets 3.4% 7.4%
Salaries/Value-added 23.7% 26.5%
Average salary per employee
(&) 6,959 7,335

3.7.2 The building material industry

¢ The non-metallic mineral products sector and
the fabricated metal products sector which were
the second and third largest sectors in terms of
industrial output (and third and fourth most im-
portant in terms of number of enterprises) are
considered to constitute, with the wood products
sector, the building materials sector. The three
sectors altogether represented 31% of industrial

establishments and 23.6% of the total industrial
output.

® 72% of establishments in the non-metallic min-
eral products sector were found in the activity of
cutting, shaping and finishing of stone. 55% of es-
tablishments in the fabricated metal products sec-
tor were found in the activity of manufacturing of
structural metal products.
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Table 3.15 Main ratios in the building materials industry

Wood | Fabricated metal] Non-metallic Total Building All
products products mineral products Materials industries

Output/Worker (3) | 4615 92216 72,494 78,505 82,087
Output/Assets 244.7% 235.5% 93.7% 134.5% 170.1%
Value-added/Worker

(%) 21,363 20,506 25,969 23,502 24,927
Value-added/Output 45.6% 22.2% 35.8% 29.9% 30.4%
G.F.C.F./Assets 11.2% 6.6% 11.6% 10.3% 7.4%
Salaries/Value-added 24.6% 31.1% 27.1% 28.3% 26.5%
Average salary per

employee () 5,861 7,207 7,876 7,476 7,335
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put. However, it had a lower than average ratio of
value-added to output (22.2%). This ratio was al-
most half what it was in 1998 (40.7%) Finally, the
non-metallic mineral products sector, with 15.1%
of establishments and 11.7% of the total indus-
trial output, had a value-added to output ratio
of 35.8%, which was higher than the average but
once again lower than its value in 1998.

e QOutput per worker was higher than average in
the fabricated metal products sector but lower in
the non-metallic mineral products and the wood
products sector. On the other hand, the two lat-
ter sectors seemed to make better use of their re-
sources as they had higher ratio of output to fixed
assets than average. The same is not true for the
non-metallic mineral products sector. This was
also the case in 1998, when the non-metallic sec-
tor had a similar output to fixed assets ratio. The
ratios for the other two sectors have increased in
9 years (they were: 80.4% for the metal products
industry and 91.8% for the wood products indus-

try).

3.7.3 The furniture and other manufactured
products industry

The international standards of industrial classifi-
cation (ISIC) classify in the same category (36) the
furniture, the jewelry, and industries not men-
tioned elsewhere, therefore it was necessary to
separate these categories for the analysis.

® The furniture sector had almost the same num-
ber of establishments as the food and beverage
sector representing 18.1% of all industrial estab-
lishments employing more than 4 workers. How-
ever, it only produced 6.7% of the total industrial
output in 2007. Despite having the same number
of enterprises as the food and beverage sector, it
had half its workforce.

e The establishments classified as belonging to
the furniture and other manufactured goods sec-
tor belong to three types of activities: furniture,
jewelry and other manufacturing.

Table 3.16 Main statistics in the Furniture & other manufactured goods n.e.c. industry

Other manu- % of total
Furniture Jewellery factured Total .
industry
goods n.e.c.
Nb. of establish. 650 66 14 730 18.1%
Workforce 7,832 1,167 138 9,136 11%
Output
(000%) 283,256 165,740 4,907 453,903 6.7%
Input
(0008) 155,281 107,869 3,620 266,771 5.6%
Value-added
(000%) 127,975 57,870 1,287 187,133 9%
G.F.C.F.
(000%) 6,908 884 41 7,833 2.6%
Assets
(0009) 192,431 26,088 1,183 219,702 5.5%
Depreciation
(0009) 11,759 1,864 155 13,778 4.6%

e The jewellery sector had a higher than aver-
age output per worker (USD 142,022) while the
manufacturing of furniture had a lower than aver-
age output per worker (USD 35,166). The ratio of
value-added to output in the jewellery sector was
lower than in the manufacturing of furniture sec-
tor. The jewellery sector has expensive inputs and
only involves transformation by artisans.

* The ratio of output to fixed assets is high in the
jewellery sector because this sector does not ne-
cessitate important assets but produces an ex-
pensive end product. Value-added per worker
was almost twice the average for all industries.

e The manufacturing of furniture on the other
hand had a lower than average value-added per
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worker but higher than average ratio of value-added to output.

e Finally, it is important to note that enterprises in the furniture sector are active in the commerce of

imported furniture.

Table 3.17 Main ratios in the Furniture & other manufactured goods n.e.c. industry

Furniture | Jewellery Other manufac- Total % of total
tured goods n.e.c industry

Output/Worker ($) 36,169 142,083 35,688 | 49,686 82,087
Output/Assets 147.2% 635.3% 414.8% | 206.6% 170.1%
Value-added/Worker

(&) 16,341 49,610 9,361 | 20,484 24,927
Value-added/Output 45.2% 34.9% 26.2%| 41.2% 30.4%
G.F.C.F./Assets 3.6% 3.4% 3.5% 3.6% 7.4%
Salaries/Value-added 33.7% 14% 59.4% | 27.8% 26.5%
Average salary per

employee ($) 6,355 7,923 6,623 6,561 7,335

3.74 The electrical machinery and apparatus
sector

e The electrical machinery and apparatus sec-
tor has grown substantially in the last decade.
In 1998, establishments employing more than 4
workers in this sector represented less than 0.5%

of the total number of establishments and pro-
duced 2.8% of the total output. In 2007, the same
type of establishments represented 2.1% of the
total number of enterprises and produced 10.6%
of the industrial output.

Table 3.18 Main Statistics in the electrical and machinery sector

Electrical machinery and apparatus | % of total industry
Nb. of establish. 83 2.1%
Workforce 3,182 3.8%
Output (000$) 719,354 10.6%
Input (0008) 522,750 11.1%
Value-added (000$) 196,604 9.5%
G.F.C.F. (0009) 13,961 4.7%
Assets (0009) 83,601 2.1%
Depreciation (0008) 7,486 2.5%

* The value of output per worker was among the
highest in the whole industrial sector. This is due
to the nature of activities in the sector as pro-
cessed inputs are bought and only slightly modi-
fied before being re-sold.

e The ratio of output over fixed assets (860.5%)
was more than 5 times the average ratio for all
enterprises (170.1%).

e Value-added per worker (USD 61,786) was
higher than the average for all industries (USD
24,927). However, the ratio of value-added over

output (27.3%) was lower than the average for all
industries (30.4%).

e The sector seems to be expanding further as
the ratio of G.F.C.F. over fixed assets (16.7%) was
more than twice the ratio for all industries (7.4%).

¢ Finally, while the average salary per employee
(USD 8,220) was higher than the one reported for
all industries (USD 7,335), total salaries only con-
stituted 12.5% of the value-added (compared to
26.5% for all industries).
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GENERAL FEATURES

Regional Distribution of Industrial Establishments by Activity and Workforce
Distribution of Industrial Establishments by Adherence to Professional Associations and
by Industrial Activities

Distribution of Industrial Establishments by Activity and Legal Status
Distribution of Industrial Establishments by Activity and Year of Establishment

Distribution of Industrial Establishments by Activity and Workforce

-1.b

-l.a
-4.a

APPENDIX 1

Tab
Tab
Tab

Distribution of Industrial Establishments by Adherence to Professional Associations and

Region

Table I-4.b

Distribution of Industrial Establishments by Adherence to Professional Associations and

District

Table I-4.c

Distribution of Industrial Establishments by Adherence to Professional Associations and

Size of Establishment

Table I-4.d

Distribution of Industrial Establishments by Workforce and Adherence to the

Association of Lebanese Industrialists

Table I-5

Distribution of Industrial Establishments by Workforce, Region, Economic Activity and

Adherence to the Chamber of Commerce and Industry

Table I-6

Distribution of Industrial Establishments by Workforce and Built Operating Area

Table I-7
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QUANTITATIVE DATA

Main Economic Indicators in the Lebanese Industry by Economic Activity & Establish

Main Economic Indicators in the Lebanese Industry by Economic Activity
ment Size

Table ll-1.a
Table II-1.b

APPENDIX II

Main Economic Indicators in the Lebanese Industry by Region

Table ll-1.c

Distribution of the Workforce by Gender, Category, Economic Activity & Establishment

Distribution of the Workforce by Gender, Category and Economic Activity
Size

Table ll-2.a
Table II-2.b
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Industrial and Non Industrial Output by Economic Activity and Establishment Size

Industrial and Non Industrial Output by Establishment Size

Main Expenditures on Inputs by Economic Activity
Distribution of Expenditures on Inputs by Economic Activity and Establishment Size

Main Expenditures on Inputs per Establishment by Economic Activity
Fixed Assets at the end of 2007 by Economic Activity

Industrial and Non Industrial Output by Economic Activity

Fixed Assets at the end of 2007 by Establishment Size
Gross Fixed Capital Formation and Depreciation by Economic Activity

Salaries and Wages by Workers’ Category and Establishment Size
Gross Fixed Capital Formation and Depreciation by Establishment Size

Salaries and Wages by Workers’ Category and Economic Activity
Stocks and Stock Changes by Economic Activity
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