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opinion whatsoever on the part of the Secretariat of the United Nations Industrial Development
Organization (UNIDO) concerning the legal status of any country, territory, city or area or of its
authorities, or concerning the delimitation of its frontiers or boundaries, or its economic system or
degree of development. Designations such as “developed”, “industrialized” and “developing” are
intended for statistical convenience and do not necessarily express a judgment about the stage
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USTTED NATIONS DEVELOPNENT PROGRAMME

Beirut, Lebanon

Beirut, 4 August 1970

Desr Bir,

I hawe the henour to sulmit to you the attached report of the Kissiom
instructed, ot your request, to explere the possidilities of ce-operetion
by UONIDC iz ths iaplsasntation of the fellowing twe jrejeviass

1.  The cstadiishnent of an agemcy for the premotion of imdustrial
investoent ;

2. The estadlichment of an induwsirial free some.

The Miseien vas anaious 10 set in hand befere its departure the actiom
p0sesary o ensure that these twe prejects should take ecmcrete shape and
" omsequently prepared 1a sdditien %o 11s repert the folleving doowmeats:

A roquest for the assistance of the NDP/Special Pund fer the

wperatien of the agensy fer the prometion of indwstrial invest-
smt,

A request for isterwmin immediate assistanse fer the agenoy.

Preanble of a dreft legislative decree doaling vith the eotabdlieh-
meat of the agwney.

Braft legislotive doree astablishing the ageney.

Prolisinery aceesensat of the eotablishment of o industrial
res aeme,

o




- Request for preliminary assistance in the estadlichment of
the zone - job descriptioms.

The Niseion would be glad to ascertain before its departure the fipet
reactions of the responsible authorities to the recommendations and deove-
ments submitted, so that it oan take the next steps in the centinuation
of its programme.

I am glad to take thie cpportunity to express to you on behalf of the
Kission and on my own behalf our waras thanks for the co-oparation and
8seistance that the Lebauess Government and you yeurself in particulap
have accorded to the Mission during ite etay in the Ledanea,

Yours truly,

Chafio Akhreg
Chief of Miesion




1.

INTRODUCTI ON

l. The Minister of Planning, wnen visiting UNIDO's Headmuarters

2
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REPORT CF THE W2iu0 MI5JI0M
(818 _KEQUEST 70/719/LE3 3)

in July 1970, requested the Executive Director of TIX to
send a Mission to take care of the following tasks:

(a) T explore with the Letanese authorities the
implementation of points 1, 3 5 and & of
para.? of tha Lons Annee Teshnical Assistance
Programme;

(b} To study more particularly the asaistance UNIDO

could give to two key projects of the Lebanese
Industrial Developmont Frogsramme:

(1) e establishment of an Agerecy to
proacte lidusirial Development;

(1) The establishment of an Industrial
Pree Zone for export industries
oriented towards the World Markets,

A Nissien headed by Mr, C. Akhras, Chief of the Indusirial Po-
licies and Pinancing Section and including Mr. A. 'iilmots,
Seuior Industrial Development Officer and Nr. W. H. Tanaka,
Industrial Development Officar, arrived in Lebanon om 20 July
1970, This Xission also inoluded Xr. S, Jowhari, Caief of ¢the
Industrial Development Unit (UNESOB), Nr. Tran-Le ang,
Industrial Development Pogional Adviser (UNBSOB) and kr. M.
Abdelmoneim, Industrial Development Officer (UNESC3) who
actively participated in its work,

The Nission alee benefited from the fraitfal assistance of Dr. H,
Jawad, Resident Representative of UNDP in Beirut, who put at the

dispogal of the Nission all servitces and facilities that were
#eeded,




The ¥1 a1or Aeld mels working cessions with the Minister of P}
tie warector denerils of a4 number of Ministerial Dopartnonu, the
MHompeof “he Sou~ic of Planning and ~f the Cowneil for South Lebanom,
w5 wel' as with wou o important representitives of the private sector,
Tliose worsing sesciuny allowed the Mirsion to define more precisely

s tomn of veferonre and ite work programae,

Aftcr cxamiration of this work programme by the Lehanese Mhorlth.,
they remested the Micsion to start immediately its work and prepare
the rooca vy aocuricnts to indtiate the two Projects whioh were the
guatject o the Minieier's request,

Later, o ] ond 28 Jaly, following the dincussions carried out by

Dr. Ab el abmen, bxecutive Director of Uilno, br, H, Jawad, Resident
Represent iive of L' P and Mr. C, Akhras, Chiof of the Malion. with

the Presiient of t.ae Republic of Lebanon, the President of the Councis

oF Mindst oo ne nll e tdth othar Ministers ani appropriate persona-
ditiesy the sovernmert decided to establish an Inter~tinisterial Committoe
responsivla 10 cllow up those two projects, and ensure the liaison with

the United Nations Arincies in charge of the implementation of the projects,

Dr. ibdel Raaman, kxacutive virector of UNIDO, Dr. H. Jawad, Resident
HAeproscat ityv of UNLP and Mp. €. Akhras, Chief of the Kission, have also
discucrel the kirricn's work with Mr, Paul -ilarc Henry, Assistant to the
Admirictrutor and .sacciate Director of BOP {ULuP)e Xr. Pauwl-Marc

assurel the Missien Lhat UNDP will favourably look into the touast of the
Government tor ihe estavlishment of the Agency and the intermediary require-
ments ol the technical assistance pending ita establishment, In prinoiple,

he also ngreec on the Ceasibi.ity study and the Tehe requirements for the
estatiishrent of Lne Zone,

On the barir 0f what has been maid in the preceding paragraph, the
Mission has prepared tne following documants:

(1) Work Programme
(2) Decuments concarring the Agency
a) Draft of Law to establish the Agency
b) Explanatory Note
¢) Request for UNDP/Special Mund Assistance
d) Intermediary Programme of Assistance

(3) Documents conce %
a) Preliminary Assessment

b) Technicai assistance requirements for the Piret
Phase Job Descriptions :




™0 Yyus 1 1770 the Misnton cunmitg:d officially the Aanumants
mentione . acove to the Ministe: of Flarnirg vhoe has orgaricoed to
have Lhe att:ndance of represertativey from the reiat- | Tarties
roncurmcd including the Jirceteo- jeasrals of the Ministry or
Porsigr affairy, the Ministry of “I+tionai coonomicry the finstpy
of Finvise, tne Council for Fla Bing, the Couneil for outh Let:r ",
the Ausciation of Lebanese Induse *131181tg5, the cust my autnorities,
thr tochnisal burean, the banks s opll - represcvialives fprom the
private industrial eectors, ¥r, . Anhrasy Chiel uf the Rizgion,
preserted tne migsion’s iindinrs wid defan

rne2d the reapectiy. respon-
wibilisies ot the Govermment o . tho Ui = the Jollow up action

récorymerde . in the reportg. To cxasine the work of the Kistion, the
Rin:at:r of Planning nominated tns commilise composed of:

Nr. Mohimed Attalah (Member of tre “uuneil for Plannirs)
¥r, Mcu tala T N'Souri (Direct.r Janern} of Hinistries -7 National
Economy anl Planniry)
virechus General of Wimintry of Finanrce)
r (Smr‘t;ry Generil of the Association of Lebanese
Industrialicts)

Nr. Cearea (Presicemt of the ank-rs Association, . he hae rorinateq
Mr, Plerre Nassrullah nr alternative represartative of the
Bankers Association),
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10, ™is Cer 1ttee has teice met toe caesion to dimcuss 1te findinga
add madc geverai comments which have beer, taken into roncideration
in the prenent Report and the attached documenta,

11, This Repc~t will limit itsel! to conte

rieed Conclusions and Recommen~
dationz 5f the Mission.

ETABLISHONT OF AN AGENCY YO PHOMOTY THIUSTRIAL I3 VESTMENTS

12, T™he amnexed wxplamatory note .n the entablishment of the Agency
provides zore details corcerning the Agency. The Mission wishes
%0 recall that thres major factors hive Zulded its examination of
the Project to ewtablish such an Agency:

bonsible for

,‘ , N ‘1¥y o cemtral organisation responsible
for the Yorwulation and implementn’ion of a clear long-term industrial

licy. This respor.sibility 18 actually shared between the Ministry of
» in cdarge of the programming, and the Ministry of Hational
Bosnanty reapensidle for gramting the suthorization to establish new
industrien, and sphlytug the existing regulations in accordance with
v 38 whll a8 being entrusted withk the genersl responsibilities
of industrinl sdidnimtratien and development,




lio "hoor1m12 1o uelieves that the present machirery, responaible
Yor t.w 1vtusirial development, plays a rather tod pagsive role in
e evel rmient, In fact, this machinery lacks a specialized organi-
atr - pw b o stimulate the industrial development vy taking the
ity tiove 0 laentify specific industrial projects, to study them
il prerote toar implementation. It also lacks a rpecialized financing
Ay whioh vant meaium and long-term credit to industry,

ioe Wwiowoessaty of having tuch organizitions justifies, in the opinion
vi the trinion, the establishmant of an Agency spacialized in the
presciy ot antustrial investments and an Induiirial Development bank.

Lo “o0 orogent aituation of the Industrial lDevelonmant in Lebanon

I The Mie-ien tnier also note of the fast that witil now the Lebanene
wnbur 0 s easeatially developed throush the initiative of the

privite cooor but which seems to have reached the limite of its
Yiinar e T 4

poeiniTatee e ddentify new dndustrinl prodensts 40 ngt helped

in this ‘uele - especially those involving mophistisated techniques
¢ ¢ orieted for axport.s It is a generally accented fact that

Letbvie: 10«0 meither dynamic entreprencurs nor financisl rescurces

Wwe

to impl P fanivle industrial projoct alrealy ilentified and
appreprint o uindieds Import suuetitution industries seem to hove
rences tieir qevelepment limits, and cxport-oriented industrier are

repuori - on Lrpulsion which s beyond (he possibilities of the private
sonlor. Mer thust reasens a goverunwntal action in this sense becomes

ur:scr i,

ce Lenancre Foonomv Choices (ontiorns)

17+ In consesiuno: of the market ecrnomy option leaving to the privats
sector th» reenonsibility of ex¢ - ution, the action of the State
could cniv ve that of Promotion, This fictor will influmce tha
orieniation of the specialised agency to ve entablished, the purpose
of the ~7ency veing then to promote the establishment of no: industries
by cuppliing various services and technical assistance to the Lebanese
as well as foreign investors,

B, PLAN 0 SOTION

18+ Accordirn - to what has been said in the sreceding paragrach, the Mission
recommendt: the eatablisnment of an Agancy fer Industrial Invesiment Pro-
motion, The llission surpests the following prograrre ir two chazea. Altheug
the liission conaiders that the activity of the Agenoy for Industrial In~ .
vestrent Promotion is closely related to those astivities that a fature
Industrial bDevelopment Bank will accomplish, the establishment of the
Agency should not be postponed for the following reasons:

(1) +the Agency will identify and prepare projects for the finanoing by
the future Levelopment Bank;

(11) the A;wney will have to drair on all othar sources of finaneing in
addition to those made available by the future Development Benk,

N T
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Firet Phane

i3. This phase will include direct ..l i iiate action re
est vlialiisnt of the Apencyy this 00 inelude.

Lt dentification of o cortuin orer of sretific o JJustred
projecta takim: irte acco gt Cnomesd L intes yta Crinting
industrieas ans the fiture L, v ien 0f Lew rens loausvry
not only towarics “he ferisn Lt ilno th- dorli,

(] The preparation of pre-riarcte s prosest files fo e ayk-
mittci to Lebuncsa an. foreiem investors. Tho-e nrojert files
will irclude, among sthers, ‘he extemnl requirements 1o be

loored after,

. (dii) Aftermrdr contacts ard recetiations dll te arcwviized votween
T abow o

~ETaniss and potantial fuieien pasiners for imp.emerting those
p!")j?f,‘tll-

“ﬁ: and Phaze
20, The recomd phase will be characterizo. by the estisiicnment of *he

Agoney wilen will pureie and apiify “re operatiunzl pr.osramme of
the firat nhase,

Co SHVNE OF &SPRIGIBILITY BETURT T LIUUININ 50w mnge LT ATITN

2ls The Lebanece Uoverment will have to take the followin-

aciions:

(1) Appoint an .ction Commiil.-e soradng ir clece rol-cion A

i h
UNIDO team in ordur to implementi the first phase (para 19,
This Committee should have at his disposal a permanont cecre—

tariat-and the coumterpart f:cilities to LT assistance
defined in the followinz parugraphs,

(1i) Present to MMDP the urcft raquest for the 512bal acsistarce for

a throe year period such as Jofined in thnt roruest,

(i11) To oxamine and promulgat: (imploment) the Law of es*ablishment
of tho Agency, and take *he necvssary sieps for its functioning,

(3v)  To expedite the eetablishrent of an Industrial Devslopment Bank,
22, ; POLLOYI iG ACTION:

(1) Provide, before the end of 1370, a team of experts which
will ddentify specific industrial projects, prepare the

ad~hoo project files for submission to investors =nd sour-

068 ol finanaing, This phace should be finighed before Mdarch
1971,



,‘5.

20,

27,

I iro wtic of the projects referred to in the above parograph,
Thais il tase place in betucen April and June 1971,

(111, "r 1. tion of promotional Cunt ~ts hetween Lebanesc and
ot L foreigm investors, in June 1971,

Ao1et e dir the establishment ud the functioning of the
oty sncording to the Roruest suimitted by the Lebanese
gaoanemenent to HNDE,

S U R S S

The nrelimyvo oo agsessment preparet oy the Fission concerming the
sroe o7 Tl done project has cllotr tne Mission to aec) le what

SDecnuaoo oionn should Le made to the Lobarese Joverrament snd to

ULt iy e r1s exnmination made an oa re)atively short period of

time, o lc Lt isaion to concluds that this project is worthwhile

to vo cuw oy pub accoriing 1o ite dimension and immediate as well %

ag tutwe conlicationsy the project shruld be studied im two phases:
wiret b

The jarpos: o tnis phase is to assec: on a comt/benefit analyeis basis
Lie wentioioin, of the Jdones 14 will ~. necessary to assess in Tan-~
titative Lo tne ovenefits ani evaluate the other advantages that the

Lelanere exci. i could drav from “he Usre compared 1o its Investaent
and Operaticon coct.

~ [ERa S
Jecord I'hooa
o i e

Th's wili .rcluie an overall programme for the estadlishment amd fanctioniny
of tne z'me, It will only take place after positive cenclusiens of the
first phnse,

The LuLk’ .. assistance projramme has been established in acoerdamce
with the 1.2 envisaged phases. It will inclwdes

(i) ine ‘inancing of consultants services roquired for
the stuiy of the firsi phase;

(1i)  the supply of assistance, under the ferm of a Speesal
Fund Projeot for the estadlishment and funetioning of the
Zone,

The llission recommends that fer the implementation of this pregrumme

related to the Zens, the Government appeints in Lebemen an Aotien
Committes :ith a permanent Secretariat whieh will co-operate with w10,

(ORI GINAL ¥ PRICN)




The mis<icn veo'd 14l 1y clrvafy o MES I

ite recottasria.ji vy

1. The sriise ¢ mtacts which the ~v.,
FovOTLERL of.‘ﬁ“( L. ond Toprencataiives 4 he
the lobaneer ~ > L v of A0 pr(blems Wlich o
the ecope of (lLis 21c%iony 5 md rolution: & s
vequenily, ths xirsicn bslieves hat the e

ct jresent require: activa more \Lan ey,

2. The predle .o teing ore of anbicn, ti- I
*3sarily 48810 wiih ihe Libarooe geverrwenty ;o
essistemee cain ouly be a purt of thim wmot: -, vy
and suppers, from n tcchaical standpoint raties
technioal amejstance in queetion eould suearn:ia
follewing ferme:

(a) & diriot aotion prerided by tho aia
sweh aa, for ovaznie, the ase:. ‘..
framevorX of ths UdIDC pragracne c-
indwat. 14l jivesimant;

(V) the previnion of expert. for shur:
(o) sraining fellewudips)
{6) finaicing of semsulivat services,

. . ES i -
SOPe i R R 4

e I T U T
Praveism CoCinr ire nts 1,
L A A AL it vy
‘Ven Fyoo oamyyop o i Cane

fiificuliy fac d v Jibenee

TITATY C2hi el T by ricw

2 Uriiend Taticns eoingcq)
contuiabdu ng 4 1tL ama.inisn
thon a Siranci ) Cae. The

1y de eivimazsd oder e

If of the U Crvgunozaiien
@ provyded witkia e
ncermang .he pre....ion of

ard longe-ieru sesi groente)

(o) She supply as apprepriate of equipuent reqiirid for ihe
aperation of spritaliscd i1matiitizas entadlisked iu edamon

Witk the Uniied Netd me serin‘arncy;

284,

(f) anviotanse ta dtaining fisineine -» foreign expital pexije
eipetion An specifie induetrial T "ojeuta,




St Lo com o of rafecence of thu mission are cpecifically
v Lo evcaw i of an ageuey for the prosotion of investment
se st i1l Uree zome in the seuth of Lobansa, the riscion feels

coope v ote camnos Be 160)3v:1 £2rom the overall
4 bagects prograane of thy soutd of Lobanony and,

{ VL 21 mu ol the south wh-ull bYe considered ap an
sl .« o7 the oversll invdus.rial and €gsmomio
Sl rrca’ o) welanon,
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1I. PROGRANIT

1. Taking inte acoount the above, the mission believes that the asaist-
ance prograane must ogvesr:

(a) long-tsrm action) and,

(v) immcdiate aotion which ie required by the emergency of ihe
provless faoed by seuth lodanon,

2. The misston delieves it necessary %o create s speoialized agency t5
take the glodal responsidility for she development of ths scuth. The absence
or inadequasy of the recouress whieh are st prenent available justifiss the
ereaticn of an organ vhieh must fulfill the following funotionst

() identification of spesific projests;
(v) study on and formmlattion of thess prejocts; and,

(c) the promotion amd any other aeticn mecessary for the implement~
ation of these projests.

3. The miesien intends alsc %o mdait te the Ledanese government, before
its doparture, oenorete resemncntations for ianediate sotien aimed at initiate
iog 1mfestriel developuent 18 the seuth of Lodancn. Tese recommendations
vill inelude msasures o b takea by the ledanese goverraens vhich are
iadisponsadle teo getting the dovelopnent ia guestien started. UNIDO assist-
W vill be recemmenied, parallel %e the prepesed measures to de taksn Yy
he govesnment.

.




III. IKPLEMEZTATION

Tnre pre; xase vill be o joimt undortaking Leiween the Lebansse
crrent ownl Uscied Natiena,  The responnibility of the two pariies could

b dolined an Toltowne
A. lebunese sovornuent
Tre .aplunoniaticn of the pregronme will roquires

: {(a) +t6 exaninriion and an urgent decision on 14y and,

() bo ailcitica of go/orngent govnierpirs contridutions to
cenpleouen T L0 aasistance providss By the United Maiicns.
A dainiled 1iow of theeo conuridMutionn vwill be roccsmendsd
congiivea 1y ath the detailed projeci of the United Maticne
a3l vant) LCOLTHIRE,

B. Unitod F:oiivs

The Uniicd hsiions assiotance progreome will be implenented es followss

b e

(1) in itie iznadinte future, the minsion veuld submit so the
Lebaneto geverrnent, prior lo e miasion's departures

_ (8} & draft text fer the esiablichment of the specialised
‘ . ager:y cmenivioned alove; and,

(b} conorete measures to be taken y the Lebanses geversmen:
Joinily wiih the imsediale ucrsisicuce te be provided Yy
UWIDo.

(2) A grzup of United Nations spseialists vill be formed to follow-up
the varisus tasks initistcd by the niesion, in aivance of the
opIratizcnl stage of the praposed leng-term prograwmd of assiste
ance. Tie terns of referencs of the greup of apecialiste and of
the lsng-tern progromme in queastion will de submittod so the.
Lebancos soveranent by tb~ ~ission befere ite departere.

| (3) The crea‘: - o7 an asgocy for tte ~romation of jndustrie]
3 . VAT € . ‘
g ™o United I'cticns asaistanee to this agency will oensist of e
1 ; elements enuerated above (see I peres 2). Ws werk g
of this agency will imelude, saomg other mojorts;, a » on

a proposed establishasnt ad promotisn of Sudmet fwen
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DRAFT DECREE EITABLISHIMG THE TNDUSTRIAL
INVESTMENT RUCT TCY AGEY

EXPLANACOTY NOTES

1. Imtroduction

LIRS R4

1. As it ie orgenised at procent, tne adminis‘rative nachs rory respon-
gidle for industrial development in lebanun 18 lo.ated at tie Min atpry 0
Nationsl Economy and consists of the Department of "rdusir, :md the Mureau ¥
Industrial Devolopment, The functions assigned to ‘nese two agenNcles 1nc . el
industrial cstablishuent licencing, «.ty~froe 1mport liceaning for ini.3ztria’
mechinerins and selected raw materiais estauvl.shaert of ppecial ant ~danpirg
protection taxecs, etu.

2. However, the present shoriage of resources ard insdaguacy ¢f 1neti-
tutions, as comparcd with the roal situation and the actusl needs o1 the
lebansse industrial sector, huve not permitied en act.ve interventicn ol iue
Government for the sake of supporiing and promoting feac.tle ird::iric! pro-
Joots, even within the framework of ite hard-off polioy opiiias.  Fer tne
purpese vi easing out these drawbacks, s musber 5f proposed dminisirative
m&ntiﬁm%l are bsing considered, wiinri. the Tormilatica of :lhie
propesed Olobal and Intograted Development Plan of Levencn incluairg, among
other things, tho proposed estadblichment of 2 Minietry of Trd: 18try, to Ye
m’hb for co-ordisating all industrial developnent policies and animat-
ing iﬁl nlM institutions oomccrned, and of a mediuh and long-tere indus-
trial credits estadblishment, t0 be the instrumenmt of thome policies and an

indagred m Qf' tum xmzm:m

R G

& g*wm in & handoff policy keeps it fyom inter-
3900 ypodecti MNOMMumwmt'm
ygﬂmm Mouuimmt. On the other
Ahets ;*: Nﬁumm” far 88 the chief initiator
ﬂtm#kmaMthmw«am to the limits
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~atation tawerids oxpert markets. It brcomes, therefors, necessary for the
Sovernpert to o ve more enphaiis, in the coming years, io promotion and

~irapement 1-tions, Theee actione will be aimed, not only at inoreasing
tpdustrial growih rate, Wt aloo at resetting the induetrial Structure

rd its oraentaticn in order to halp the indusirial sector create new produo~-

capacti o s complementary fo existing indusiries, and produce theredy a

vormam andacing effect on other economic sectors of ithe Kation, as well.

4, An .wiistrial iavestnent promotion machinery, the establisheent of
h berrg the object of the draft Decree attached, would be, in this context
reent action to be carried oul by the Government, to attain the odjectives

~erred to atove.

Dagignat ion
4.  The leaignatin: of the proposed organization is "Industrisl Invest~
. Promctice Agerncy™. This designation is selscted because of the reasons

foliows:e

—
»

Tre Agency prontion functions should obvicusly be kept in the
foreground to clearly mean that the Agency is ea operational
morea than reserch or study-oriented organisation,

(b) The term “promtion® is put next to that of “Lawvestrems®, to
mcan that the igenoy's sotivitios will consiet of previding
services to stimlate investment, witnout intervesing into,
or participating in i,

(c) The term “prowtios® should be usdsrstoed on the largest desis,
i.e. covering ill \ypes of sssistance to isvesters, Wik in
Lebanon and frum sbrosd, in identification of indstrisl fwvest-
ment opportuniiie, formlation of pre-imvestepent m. - "
pection of fonig parisers, ete., Wt eicluding ali “mt
actions such u those comeched vith the Vﬂ,’ ﬂnﬁl‘ Of.
investaent i pojeets, o ~ m k




IIT. Mbiectives aad functions

6. The dewigration of the Agency, oo i, ated thove, noraaty unpller

its objectiver and funsticns. Thete are . 'inad ir ihe iraft De ree attached

st the moct fi-xz1t le “AYy tu covepr ali Bioa Seurn o mervices that exsor g them—-

golves, thriughoutl ‘he various project ,iro- rvostment ard bavestaoent gtigag,

from indentilination of their opportunit,o. i« wh thalr Tl desniopmant

into technical’y cyerationnai and commercis iy ;o fitab'e

¥ o enterprise,

7. As iegnrdn more particularly foresss investors, the Arency 15 expec-
ted to stimulate inveitment and financing propesa’e Irar them, or to arocuse
their interest ir .nvertment opporiuni‘ies “iat are tdert1fied ty the Agenc
The Agency wiil provide them with all 1nf .t ny, and AGristance readod to
covtact lLebanvas partners or to complete *:/ viminiztrative formulities

reguired.

8. Becau e of ite frequent conta te with indusirial anvest v and
financiers, the Ageicy 18 likely to be more krowledgable unsn arv oiher admini-

stracive departmens about the impact of lawe and regul=%ions ir force on the

a8 the offi~iency of _he existing
system of incent:ves, It is, therefore, pirnosed that *re Agency
to give ite advice and recommendations on a ‘ions at ir -
be takes By tho Govermmam: for the purposs cf promoting foreign investgsents,
as well as on all draft laws and regulaticns which have
aystem of incentived Yor and the existing a.-usphere or

iwwentamts in Lebanon,

utwosphere of industirial investment, as we:’

Yo auttorizeq

internaticnal level to

s effect on the present

wonditions of industrial

v. m.am?mz
9. W" operation requires a great flexitility of procedure for
the m ofy sither stisncting to its service qualified ard valusble star?,
or akINg, K sppavpiiate, Ruick actions as are reguired by the irdustrisl and
cm statntes of Woue indastzial projects the Agenay is precisely er-
mq o, . Sack & Lot Soes 2ot sppesr Vo lend itself to be
: ‘”gm &- W o mnm mmm regulations.
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\ O the otr o L, LLAE 1ndisper.: :hiv that the Agency be granted
NRTTRURI AP N S S Lith the rcomnon private rights, as it 19 urually
sored by oy b vy nrogramme in genaral, for the purpose of over-
ooy ! L0y bt might atem it of certatn private concerns in
S A
L. Tne cvan orporation struotare dndor a privato law status has
oretaired, oe o o ate incompatibiiity vith the over private rights
et omeed avore, o The non-prai1t astieiation OF foundation ntmctm'-'
veen L ien cauce of the legal limilation imposed ¢ the Agency's
ties, and toaT 1o smpatible with the progreame of promotion activities
e Arors
So Ber o v sy rronitated atove, it is proposed that the
R 2 PR T AR LI S of & publi. ect:lbishaent, with a commercial and
trial charanied ridical personality wnd a financ1al autonoay.
R S L T P YL S ‘_‘u'wncnt
Vie o ine Apma wunr.airatior i entructed %o a Board of Directors
cble for v dufipition of the Arency promotion policy and the approval
Cte work p1ogrames. The Agency monagemenl 18 vected to an Bxecutive %

tore.

14, The Ageny should logically be put snder the administrative auspices

,© the Minister responsible for co—ordinating all industrial development acti-
of the 0overnment, 1.6, the Minister of Indusiry, In the meantime, ia
aniting for the entatlisnment of this Ministry and on an interim basis, the

ency Board of Directors is to be entrusted to the Ministed

vities

neirmanshlip of ihe Ag
of Planning.
15. On the -5-her hand, becsuse of the overwhelming role of the private
sector im the Letanese industrial development system, 1t 1s delreved indinpente
able to a@sociatc this gector 10 the sctivity of the Agemay, denpite the

However, with 8 view of-unm mm

public status of ‘he latter.
balance betwesn the private ssctor and the public mthowitiw mo-nql. m

{the purpose of safeguarding the interssts of mumd
it is proposed thul the Agency Board of nlr-ctou Wh m u




addition to the Chairman, of tan members, Lunely (v weitups re oo oy oo

4

novernment departpents, publis or mixeld conl! o chienns oo erLesl wilh araukt;
developmont, nand five mervers reprezenting tue private Jo ioc, A s it
members in questinn, s8ix are to be ir A ex-cffinyy apasity, o, vac e
maining four are to be nominated for & trroceyear, povawe s Surn 1y e roos
taken in Council of Minieters, upon the propvee 5 f bYhe 8 rouoer, Caiprayn o f
the Board of Diractors of the Agency.

16. The Exacutive Direntor whe 1o enirusted w, r “ne ay . e 1.oocmey -
bilities over the /gency, 18 proposed & ‘v nusiaiad Lo de sae taren
Council of Mirislers, with @ view of givirng him the rooeasar, . 1%y and
stebility required for an efficiont operaticn ¢ the foen . S s powers
delegated to the Mrecutive Director by the Fourd, hiu »ther | w0 wi.l e
dsfined in the Agency's Statute which will be deied wpon by ¢ roard of
Directors.

vl. es and ¢ tures

17. The industrial and comamercial status of the Agwnc: ‘=3 e5 “hat ites
socounting systen should be organised alcug the linc - ithe .8 . Lmmercoal
precedmre. This will be the subject of ar Acer rbing eg 2. .0 to e approed
W ihe Board. The said Accounting Foguiation wiil alr  cet fori he finantial
mﬁ“!‘ rules which has to take intn & count the nece a1ty & o't ] Lapilies
by the public origin of the major part of the Agenty resour- ez, tul which obo.
also smmure the flexibility required uy the Agvc, cperal: n.

o

1B. DPecamae of the premotional nature of the Agercy activities, 1t is
axpectad that $he provision to investors and financiers concermed with tre
Agngy ®ervices could oaly be made at nominal prices, certainly far telow the
relsbed eosts. It is eapected, therefors, that the Profit and Loss Account
W ﬂ}; froquently show deficita that are to be covered bty subsidies nade
Y b m Nc-% in onder 10 Welp the Agency maintain its activities.
Nis u ﬂ m obligetions of promotion agencies the main functions of
Mﬁ!” mm rida of initial development expenzes.

A. Md‘ on, when the Agency successes multiply and new,
g Sove1ate being, &8 & result of the Agency's
WoRRtion and pre-iuvestaent expenses could be




sered to the amort.sable asseta of the now enlerprises concerned when

that ~ase, the Agency 12 expe-ted t) receive as reinburse-

1
Ay diiial e als

. 11 .4: the enterprises coucerned, a part of tne promotion expenses that have
‘ Wi far 'neir btenetit., This will improve the situation of the Profits snd
§ A ot balance, sad veduce ine supportirg subsidies of the National
. o erdanglos,
¢. At any 1ate, the eonomic profitabiiity of the Agency cculd not be
f sed oaly in ‘ne it of 148 accounting resuite. Other benefits should
5 v naken in‘c acco.nt, namely the contributions to incressing national

# 1 the mew industria!l entorprises and tr.e new employment opportunities

; frer,

PR
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DECREE Nvu. ...

IBTARLISHING THE (NDUSTRIAL W0V R L MENT 15 MO IO AR

The President of the Republic of Lohar
= According to the Letanese (Constitut.

-~ Acoording to Law No. 45/67, proomiynts 0 n ) Cure i, eriiuse JrE e
Govermment with the power of lariv i itir,e 5 o pens Laror r Do oo
of Ninisters, on economic and finan: u. ma'ters,

« Acoording %0 Decree-law No. YW o ..... ‘v industrial orgeoizaty o oard
development in Lebanon,

« Upon the Minister of Planning's (1) .a =,
- The State Council being duly consaiied,

- Asd the Council of Ninisters having deob:ted the sub et v o
mion of covee

DECREFS :

Article % 4 peblic establishment is “rested with an indusirial and commerc.ai
status, asd granted s juridioal persons.ity and a finan-ial nutonomy, and
designated "Industrial Imvestment Promotion Agency®, which will bts thermatfter,
in tm m M‘l’ referred t0 a3 the “Agency”,

mm ‘h. Agety’s main objeotive ie to promote industrial investments in
Lebanen. The Agenay is expected to carry out, to this end, all actions deemed
necesseRy ﬂ spprapriste, especially those aimed at identifying specific indus-
trial Mlﬂ. Iﬂ lﬂl‘in‘ interests therein of patential investors, both in

five bhil;‘ the Agency's functions include those as

mt oppordunities in Lebanon, be they




et

3

oy

(e)

(f)

(&)

(n)

(i)

coaoatm tnte anvestment or fNinancing pro; ocnals from abroad regarding

specitie ardusivral projects 1o ve catabliiched i Lebancon;

D¢ formiate o tne basie of the rwvesimend or finaneing opportunities
or proweals an Jueston, briel presnscecimert reporis containing the
netegsary elements enabling thercorn, foi te tonsideration of PrroSpec-
tive 1ves.. 3 o founantrers cons crned, Lotk 1 Letancn and fm

abvroad;

To explore and arvoafethe interes® in ‘re proe- vesiment atudies in
qmention o botn locai and foreign courcesn of financing or investmant ;
to assirt the Lebanese 1nvestors concerned 1n seouring the neC eS| Aary
transfer of tehnological know-hew o1 4 3haring of external markets,

.

as are reguarcd oy Lie proposed 1vooese1r g or intended vutlets of

0y

To o assisl existir® enterprises in expurdirg tneir production by pro-
vidivy them with the gervices referred tc in paragraphs from (a)
trro g (d) above, with respect to projects ajned at exparding exist-

ing capaitlies or Zecuring new externe] markets for their products;

To colisct, up-date and put into esaily usabie forms at the dilpolal
of intereated ;nvestors or financ'ers, all information and data re-

garding the local conditions, both economic and adminllt;'ltiVO, that
bear on irdustriai investments, us well as those concerning available

external sources of financing investrent or know-how

To advise foreign investors on their contacts with the local admimi~
strative authorities and on completing the formalities rej.ired in
connexion with specific indusirial investmemt pro jects;

To recommend to the Jovermment the actions %0 bo ocarried cut M th.
international level for the purpose of induoing foreign w

invesiaents in Lebanon, esp- © a0 regards expori-oriented
industries;

To suleit the Agency's advices on 311 draft, legel or: W
texts which may affect the existing system of incentives oF the |
present industrial investmemt stmosphere or comditioms in Lebasns,
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Article 4 The Ar 'ncy is administered by a Board »f Directors and manege !l by an
Exemutive Director.

hrticle & The Executive Soard shall be presided cver by the Minister recponmible
for industrial development, who, under Lhe legal :extz in forae concerning the

organisation of the executive hranch, 18 the Min.ster ~f Natioral B O

The Executive Board sha!l be composed, 10 addition *o 1tp “hairman, ~f
five members, all of whom shall be appointed by rame £9r a rerewable term of

thres years, in the following manuer:

(s) Three members appointed by name by “abinect le ree, LupLr the recommenda~
tion 01.‘ the Bininter, Chairtar ~f the Exerut:ve Beard of the Agen-y,
and chosen from awng those persons of standing most hochly qualifiea
in matters of industrial develepuent, in the proportior of one merber
for the Government, one member for the banking sector and one meamber
for the industrial sector;

(d) Two members co-op‘ed by the three nembers mentioner above, tu be
ehosen from among the most highly qualified ¢ -perts in matters of
industrial developsent.

Article 6 The Board is entrusted with powers to carry out all sperations
neceseary to the satisfactory achieverert of the Agency's obje-tives and fil-
fillmeat of its funotions, as are defined in Articles 2 and } above., In par-
tioular and on a won-exhaustive basis, the Hoard ie entrusted with the powers
as fellows:

(a) Te lag dowm the general policies for the Agency's activities;

()  To @solide on sanusl budgets, and to approve the work programses of
She Aguncy for the coming finamcisl year;

(e} %o odese amal ssnagement acocunts and to approve balance sheets
7 sl Sewenteries of \he post finaneial yeary

(3) %o afime isternal cpereting rules and oonditsons, including the
. fipmodal maiting ralen, the povers entrusted to the Rxecutive

| (O) * m S11 ontrustd, couveniions amd deals; to contrsct loans
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(1) Tc initiate all legal actions vefrra ali jurisdiction

‘oY To propose all amendments to the ryanic statute of the Agency,

W n *re ex-eption of the powere under items fnd 4o (d’. wvhich pertain exe

«ly Yo the Board of Inrectors, the lat'er my dalagate, partly or to‘.g),'

40 thuer powers to the Brenutive Director oi the Agercy,

s Cle 7 The Executive Director of the Arency 1& nominated by decree takenm in

rerl of Ministers, upon proposals of the Miniater, “hairman cf the noard of
" rectors of the Agency.

"nder the control and authority of the  ha.rwan of the board of Directors,
tho Execubive Director is entrusted witn the responsibility to manage Lhe
L onoy within the limits of powers aa are jefined, or delegated tn him by the

Voourd of Directnrs,

[

R

£ The expenditurecs and receiptis of the Agency includs:

va) lUnder exper.iitures, those connectedi with the initial estadblisheent
nf the Agency and thora of its current operations in relation %o

wor! programmes as approved by ‘ne Hoard}
(o) Under receipts,
(i) The initial establishing grant made By the ¥ational Badget

and which will be the object of a special inscription in the
Draft Budget of fiscal year 1971

(11) Anmual subsidies made by the National Dudget towards balansing
the deficite of the Profits and Leeses Acoount;

(i11) The counter-value of direct sssistamce im services, mevablee
and immovables the Agency may reseive from sesistance Srgant~
sations, both Lebamess or foreign, public er privete;

(iv) The current receipts of the Agency from sales of pronetion
services or goeds}

(v) The reinburecncat, as sppropriate, oF prenpiion and pro-
investasat expenses ly the industrial eateryrises wiieh hove
boon assisted ly 1he Ageacy in cotablishing thenselves, if ouet
s reisbursenent lnbﬂmhﬁhﬁi“m %




(n) Domatione and legar.as ari v .ooup,  riein, L .. m
shysical »r juridical pers r& srtereateg 4o R et

of the Agency's sctiv, tiex,

In the meart.me, pending the ne euuary gru'. ar - o ; TS
in the fiscai year 1771 Naliona. Pudget, the firet . omt e 1 peratirg
axgonses of the Agency will be covered Yy al .1 ations  te 1, farpad Lo i
scosunt of tho.lgm:_y'l budget, by the Mir.str, f F, . a0 i, Criosting

Ve oW Yy ;oA

allecations that are nut decmed t. ‘e . .~
Natioral Mudget.

Article 2 ALl legul provisiune contrary t: tre tex. of . ST e Deree,
are and resa.in sbrogated,

Artigle 10 The Min:ster of Plannirg, the .  atey . VoK Wy Ay tre
Rinister of Fimdnces are responsible, as far as trey are ro . -« eigor errad,
to carry out the implementation of the present Decrec.

QOM T™he presant Decree wili he in firee Fight e v oo g,




UNITED FATIONS IEVRLORNENT PROGALINE
(STECIAL NUXD)

“rrss sontribution of the S;ecial Numd (1) us § 937,70
cwerrment contridutien in kind U8 ° 314,980
Jovernment contribution im cask 57,3710
Total governmmeat cohtridution J12,29¢
Iuration of preject ) poare

FTRPCSR:  To assist in the organisation and the operation of the igeaay oo
*ie Promotion of Indusirial Inveetmente whose purpose e te SaO OuPege oV
industrial irvestrents from Y th Lotarese ard foreign smrees.

TABLE CP CONTRMTS

BACKGROULD

INDUSTRY IK LEBLNON

THE INPUSTRIAL IEZVZLOPMENT STIUATION 1IN I TDaNON
ADMIFICTRATIVE N/ CHINIRY POR INIUSTRLLL DEVELOMNEM

ACTIVITIES AXD FURCTICKS CF TER ACHNSY FCA ™8
PROMOTICN CF INDUSTRIAL INVESTIZNTS

ORGANIZATION D OFRALFICE CP TG AGRICY POR ™R
PROMOTICE C¥ IFIUSTRialL 1WESTRENTY

ASTISTANCE REQESTRL FROX UNDP (97)

OCVERIENT *'S OONTRINUTION

ARERX I -~ BBEILL D CONTRINUTION

AFEEX 11 - GOVERNROEDT'S CONCRINOTION 12X NIDD
AMEX 111 -~ SASURY F VERENT'S CWFRINTION

D
n
n
»
)
»
n
»
»
n
».
»

(1) lmeluiing geusen) emponsse of Bomiing Ageaey.




japertont sele whieh the induetrial eector should play in the overall esconomio
Sovelepasat of the OOumizy. One of the reasons which caused ledancn to decids
te oensideradly seeelerate fatuotrial dovelopment 11ee in the necessity of
reating nov jebo fer Wheoe Wo wore 1a the past takea care of by developeents
1n ho 00rviess and Seuries seeters. It deccpes therefore obvious that without
noglooting e eemtzibution Wik these sesters eould make in the realisation
of ie djsetive, Llobenen sheuls famedistely losate other cutlets for the
oreluntes of Lifferent tesdaisnl oehocle and waivere:ties ang s180 to abeord
%o greviag witve pepulation, vhese growih i¢ further increseed by the influx
of & Jarg maber of imsigrente.

Susd tadeetrtal 4ovelggment cheuld Wy 200084ty Ve sffected withia the
mdmmuu-mmu\um.meunnmm
0epdtal ‘sal 0 emiatense of & Jrivete sooter Plaging & predeminant rele in
%o commay of o countey.
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The coneus undcrtaken in 1967 cotirated tho number of workers emplogyed
{n the industrial sector to be sbout 60,000, However a United Nations expere
has e¢st.mated that the nurber of porionn Fresently emplayed = 1.0, in 1970 »
in tne ivdusirial sactor is approximately 100,CO0,

Very few eatizates are available of the amount of anmal investments made
in the itrdustrial sector. In 1567, these investments wers sstinated to bs gver
3C =:llion US Dollars. The government's aim im to create sbout 9,000 nev jobe
#v rear which would require considerable effort in the field of industrigl
1irve tocnte, Taking into ccnsideration the different data relevant $o iuveste
vents aud their use in Lobancn ainl by projeoctins these data, oue oould ressh
‘e conciveion that the ninisum irvestment required is US 35,000 for eVazy DA%
2ot to Lo creatud, and thus if the governuenti's aim is to be achieved, a toSal

nt % million US Dollars of nevw investrents would be required snmually.

I11. THR INDUSTRIAL DEVELOPAENT SI'TUATION IX LEBANOS

The prospscts of irdustrislisation in lebancn are governed by the following
factors:

(a) very 1ittle minersl rescurces ars presantly known to exist in e
country and therefors no transformation industries with significant SNV PN
to the industrisl seotor car be expected to materiaiises

(b) the agricultural resqurces of ths sountry Rave already gtven e to
some processing end fooa imdustries vhese exp.ris represent adeus € por oowd
of totel Lebances exporis. The government Mas initisted & mmber of nesowes
to develop this saonemic secter, specially by the establishment of the Seen
Plan (Flan Vert) vhieh undertabes the agrioultural develguess of wiew
regions. The 1noreass in seriais egricultwral produste swld mm "
in some oases, o the dmlep” of suoh industries,




(o) the energy needs of lebanon are being wet ot reescnsbls prices.
Isdanon benefits maturally from e fact that the pipelirics pass through it
territory and the resultant availability of c¢il at competitive terma. Thore
are tvo refineries in ledanon With a total anrual capacity of 2t millton tons;
and ar application for the oreation of a third refinery has already been
received by Ledanese authoritisse;

() Ledanon has adopted a policy. of almcet total frecdom for the movement
of oapital and people. VWhile there are no direct incentivece, for example in
the form of sudaidios to industry, tie government ésnervusly grants fiuancial
bemefits to foreign as well a8 tc¢ Ledbanese enterprises;

(O) e free sone has deen in operation within the port o»f Beimut but is
8ainly used for commerce. The authorities have aiready undertaren studies for
an.industrial free sor2, and have shown a dosire to proceed with the establish-
nent of suok a sone; and,

(£) although the imdustrial secter doss not as a whole Tepresent a
propenderant seotion of the lebanves Sooncay, the exports of Lebanese industrial
prefiots alrvaty amcumt 10 almost ome third of totel sxports. This demnnstratee
the sxtent to which aany induetries loowted in Lebanon bave criented themselves
to export sarimts.

|

IV. ANIKISERATIVE NUORIISRY JOR YXIUS™CAL IEVRLOPENT?

Pute 3 ne Matetzy of Intustey 1n leban®; ard icdustry satters fall
unlae ﬁlMﬂiﬂ ol the Ridtetry of Netionel Beonomy. The Ninister of
Mﬁ alse iwielved ot the lewi of eomerdtnating indusirial activities

¥ Mo Sehinosy seneerned sith Industrird dovelopment reflects to semp
irdateptosencs pebiey of W Lobumes mxtbarisics. Mo main stage
erNinnt LMNrbonie 16° et of greuting 14eamces for insorperate
pertotieh o SAtuttel spugesnt se well as that of oxtending




While, on prirnciple, the lebaneses Ooveormmort dods not intcrvens
coministratively, or intervenss very little, in matiers oomssraing the
nstatliaiment of new »ndustrial zotivities, it i Mlly svere that ‘ress ga)l
fer certein proxotion measures. UGovermment officvials respozsible fur soongmic
duvelopment in lebalon are cconvinced tbat it would be possible for then,
vior sut intarfering with the freodom of movement of capital and porsons, %o
ine ntute indirect measurvs aimed at inducing thu owrers of capital, boian
iwbinese tod “oredgn, to invest in induetry, To this =«nd, the Caverment has
¢ nsidersd the cotatlishmunt of un indusirial develoyment bank o takes over
and developr the function of providing long ard nediuc-iure credii tc indussry,
¢ fuiction presently Leing exoercised to e lesser duyrce by the tpn sulvorel,
Iudustrisl and Rea. Eetate Crcdit Bank.

Concurrently, the goverinvat racogrizes the urgert need for eatendl ng
arslstance to the private secior in identifying new indussriasl investmsns
opportunities, im the foaaulstion of epecifie projects and in the promottion

of these projectis,

Ir co-operction with UNIIC, Jebencoe suthor.tiss havs investigated cho
estavlirhzint of an ogumdy Vhich would &ssuie theds Tespoauibilisies.

Th: text of the statute establishing this agenay end sa X7 labatony Loate
are anncxsd to this request., The agemay will not directly fimance pcb}éoh
but wil) unertake all possidle ari reeesssry measurer staed at pradoting a
significant increase in industrial inveasimmnte,

AT

. ACTIVITING 8D WUYFCTICHS OF 173 y o
poNOTIEN OF INTRINIA. o ;m%&

The goveranent has asaignel she mamq mm h the uﬁ mr

(a) to tdentify oppertunitten for Mm snqemirsal tmamsp o
olassify these in am erde -f m; mm &mmmm “




(%) so prepare the Recesssry “projoct files" for submission to potential
investers or pertners;

(e) %0 seek and intorest Sources cf financing and/or investaent;

(€) to asstat existing industrial enterprises in eclving problems
connsoted with financing, markesting, and 2dapting rroduct spocitication to
oxport markets requirements;

(9) S0 heep potential investors inf:rued about local conditions, both
sconcmie and adsinistrative, and assist them as

muich as porsible in establishing
oontacts with pwdlic authorities ac well ag with

interested purties;
(f) to recmmend to the governmsnt messures concerncd witr lLobanese
international velations, %o be undertaker in the

ares of induastrial inveatasnts
and %he marketing of memufactured products; ond,

(g) to sdvise the govermment on al) mattcrs affeoting t.s "climate® for
industrial i{avestaent.

uemm@aaormsm FOR TR
~ MRCKCTION OF 1X0STRIAL 1NVEASTRENTS

: ,.‘ W wlli e an Nﬁ“m publio institution with suffioient and
Megate Flastvility iu 198 opevetiom, It wil) bs beaded by a Direoter
ppeiafied by W Qeumeil of Ministers, ,
& Beand of Direstors eomponed of 11 membesrs ¥ill ascums tLs responsidility

WA e ciinetives of W0 agecy. T ohairman of this board shall be
4 Thianiey. Waal b Malstay of Tndustey S0 ostablished, the
ing whell B oh.Simes. Five resbere of the beard shall

R Sopurtmsats gt other gublic emgenisations mest dirvotly




representing finanoiers, ono representing treders, and two Tepresenting
private industrinlists).

The governuent's budget sk:ll provids for an initial tllocation of funds
for the establishnent of the agency as woll as for nmsel oparsating fuads,

The agency's internal strusture will includs two seotionss

i.  Iroject Idontification Section

This section wiil urdoertake tho searoh for Projscts whome establishment

in Lubanon .s potontially feasible, 1In this oonrection, it w111 slso undep~ °

‘ake market studies, local and eapert, and suchk other studivs am are necessrry

for the adaptation of industrial products to ths recuircments of oxpors

markets. The secticn will prepare each project for submission to potentiai

Tinanciers and inv-storrs. The agenoy will not, however, undertoke feanibiliny

studios, 7The sectiun will concentrate its efforts on asscnbling and pPressatiag

iata in ths form requirc! by & source of firanoing or a specific irvester
enabling him to express en intorest, in Lrinciple,

2, Promotion and Informetion Section

This section wil) "well" opportunities for industrial imvestmens. It
will eontact sources of finencing and investnent, and, wher the occarion
arises, bring thus in contact with interested parties in Ledanem or gvermens,

This seotion vill alss prepare the general inforsation 1icerature required W
foreign investors. Murthersoms, ths

in 8 specific rojses,

section will also receive and provide
evexry possidle f“iliv 1 T fmim industrial inventors “"ti" MO

‘

VIl. 4BSISTLNCE KRQUBSTSD FAGH UNDP (89)

The Ledansse Govermment wishes to ebSatn UNDP's eosietance in seriovig
the objectives of the ageney. Suel sseivSance eoneists osneminlly of U
provision of exports duxring the estadlishmens perisd nedoes and ol
until ledaneee persemnel assume all fumotions. - - o

s




IS 18 foreseen that UNDP's asristanoce will be required for a pericd of
three years,

v

It fs boped that the fellowshipae for the trafnirye of ~~.nterpares in the
diffurent tasks to te pertormed by the expu-te will te mads .vs1lable befare
the Special Pund Projeoct bdecomes fully opurationasl.

In some oanes, the tochnical asaistance will be providel by sxperts for
a period of time shorter than the furation of tho pro‘nct beo.i.ge 1n this
field Lebanese personnel are available, .nd could, after :qv.. ¢ worked wath
the experts for a pertiod of time, quickly assume the functions of the said
experts,

L Mgt

Sentxibytion requcsted from UDP

Nan/aontbe of oxperts required
and tining throughout the durasion «f the projeot

Port ti%le Potal Tear
of expert ~ manfaonths A .
= Frojest Banager
(expert 1n 1uventment
pretetion) 3% 12 12
- Indwetrial Beonamist T J i2 12
-~ Rxport in export
saphets studies 2% 12 12
- Planeial isalyet % 6 12
- Indpatesal Bosmentation . - ‘
ek




Trairing fellowahips

Thne provieion of 10 years of training fellowships 1s
requested, In order to allovw the project to opsrats at
maximun efficivncy as early es Possible, it is requested
tkat sane of these troining followships be wmade availadble
ts the letunws. Governuent before the Special Pund Project
b.romes operational. This procedure would result in the
proguect’s countarpart being better prepared to perforn

thorr duiies.

10 years cof fallowehips at US 35,000 (including

travel exponges)

3. Short~turs: Consultaits

The variety of industria) fields im whioh projecta
will Ve handled within the promotion aotivitios of the
agency callas for thc servicss of short-tewa oonsultants
with mpceializition im narrov fields of induetiry on an
ad hoc tusis. (40 wan/montha at US $2,500 per nonth to
undertakc xtore detzilod studies),

4. Travel ubroad for grg.gtlg pirposes

The searck for potential imvestors inplise the need
for nucerous personal contucts in the industrislly sdvanced
countries. It 1s requested that some of he travel apenses
involved bu charged %o the projecs. U8 § 15,000

5 Bquipaent .
This amount provides for the sstablichpent of t‘ | .

documentation fund, imported fwniture sud ether oquipuens, e
ard the final repert. 4,000

€




6. Kisgellaneous

Tis amount als> includes the 6 por cent of tke
total cost of exzarts. p.a.

VIIl. QOVBRRMEBNT'S CONTRIEUTIC!

The goverrciert undortakes to provide a sextair nither of -~ounterparts
to the sxperts, to resumwrate lebanese parsornel wno wiil be trained locally
or abroad, to proviic local adainistrotive eni othir staff, equipont required
but not providcd for under tho Special Fund sontr: Lation, office apace, tronse
port facilities, nnd local expenses for stortetern cousultante. These being
as followms

(1) Perscanel to “e provided by the lebanesy U ve.amert

Monthe /year
Poat $1itle Total
man/nonths 1 2 3

- Oounterparts (eccr.:tists,

progosion officers,

analysts, fimanciers,

onginesrs) 168 48 6C 60
- Asscuntant 36 12 12 12
- Mninistretive staff 36 12 12 12
- Sedvetaries 125 L 's} 48 48
- Drivape 3 12 12 12
= Quards andk ssinterance

pordomnsl 9 7 36 36

Potal 498 138 180 180




€31) (£fir~asg

About 500 m2 of air-oorditioned office spnos for both local amd
“anticnal personnel will be provided, as xell as offioce furni ture,

;tirned, etc., and other necessary equiprent not provided for by the
Zorivl Fund., Maintenance expenses, util, ties, tolephones, ete,

“113) Tramsport facilitier

Two motor cnars and their requiroment. (required for visiting
tanciers ard irvostors, etc. ). \

fiv! Qperating «xpanses for the agency in leanl gurrengy

Office furnit.re, local travel sxpenses, eto.
{v) Migrceullareous

Salaries of leb-iese officials who will be trained by the w,
especially before proceeding on fellowships abroad,

Darly c1llowancus to short-term consultants during their lﬁ" is
Lel.uron whenever such sallowancee are rot Payable by the Spocis) M

Payments, iu kind anrd in local currency, of the‘oquivalon’ of 15 par
c'nt of the Special Mund contridution. ‘
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8PECIAL FUND COFTRIBUTION

AVRX 1

Tine aistridution of UNL? (5F) cont={iui1on

Itea Total cost 1st year nt year ird yoar

- Pxperts

(U8 326,90 /year) 282,45 107,600 1¢7, 600 67,2%
- Training fa!lew=

shapu (10 fellows/

yoar) 50,000 35,000 16,000 5,000
- Wirt=ten consultanoy

(2% munthe at '

Us $2,:00/acnth) 100,000 25,000 40,000 35,00C
- Trevel abroed 1%,000 3,000 6,000 5,209
- Bguageent 20, 000 12,000 3,00 5 00C
~ Kisesllanoous (6 ge:

cont of total expere .

oes ) 16,50 6, 46 6,160 b, 0l

Tasal preisct cost 484,4iC 189, 06C 173,05 10€, 00

- izsncy’'s genersl
vxpenses (17 per cmwt) 53,290
N ———




GOVEENKEYT 'S CCKTRIDUTION 1N BIND
AUZX 11

o ral T oor of tre pebancse Coverngent's contpibutin JA VR 3

- —
E Tetal moag lss year ind yecor N yoar
- ]
AR
rtert rta
T ;/m"nth‘} 100,800 ?e.m “'m ”'m
coastants
coufriontt ) 13,000 6,000 6,000 6,000
Alzin:istrative '
gtadtl
' :ju\)/mcr ',[;) lO,f"O'O 3'“ ,Om "“
- ' satariasa
*orno s th) %5, 200 C,M 9;“ ’ ’.m
yoverne
00/ /m o0tk 4,320 1,440 1,440 1,440
F. L F18, Maane
*sionee ,ersonnal,
.. 9,600 2,440 ), 600 300
e N )
"oeal 148,120 48,240 60,240 ©,540
- Miice.spaoe
=Y -o )
: ',i0,000/ya&r) 3‘0.000 XO,” ‘o.m *-
- vifice equipmernt 40,000 7,000 0,000 5,000
- T‘ran&porﬁ 5.0m ,'m - [ ]
- Lucal travel 10,000 2,900 4,000 3300
- Local salaries of
fellows (2300/meath) 36,000 36,000 - -
- Operating expeasesd ,
\ T8 o onth) 25,000 8,400 s,000 How |
Total 334,990 139,240 9,000 W
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Reomarotenyor ot o

TUTSRMCENT'S XONTRIBUTION

ASTEY [1Y

vermpant'g sortr e, ooy, U o

I vea

R,

- s —————.

JoesTrment'a contrituticn
ir Rind (poe iney 7

sovyrrment's cortPl Lt an
in caesd

(15 par eamt of exp:re .
noed)

{ove anres 1

CGovernmeni’'s ~catr,butic
SANTt-%erm - e ltants
(18 jur cent -7 ne .
t e cseLe

{“L Apn=y 1 i

- e ——

-
~

1id,+20 13+, .40 7< o 640

42,370 i, 140 16,140

4:, 370 io, .40 ib, i

3%,“ 30 ;5(? 69(400

67,140

10,0950

17,090

5125C

L]
“

Total gueernze:®'s
sentributica ia cosn
(Te o)

57,30 14,900 22,140

45,340

B

-

Pot-d goverraent ‘s
sontributies in rash
ad 39 Wrd

172, 290 15%,0X 112,780

L)

)

A

4420




REUENT FOR INTIRIN AND URGEN? TIRWNICAL ASEISTANCS

1. The Lebanese Government hes decided to follew a vesy sstive poliey fer
promotirg industrial investment. UNIDO has aseivted the amtderities ia dafine
ing the measures to be taken in order to achieve 1hi0 purpese. (838 10/%ID.)
This UNIDO sssistance has led, in particular, te the preparetion of o Graft
statute for the creation of an Agency for the premstieon of Industrial Davestasnbe
(see Annexes T and (1), .

2. The Ledanese Govermment after having esasined the UNINO recenmendation has
decided to eatsnlish such an agoncy. It has alee desided %0 previde 1% with e
required local rescurces ard has subaitted to WP o reguest for long-tern essle-
tance under a Special Pund Preject (see Ammez III),

3. Pending the ajpreval of this long-term aseistense as & Spesial Pund Prejest,
and in order to allov the sutherities to begin te wadertabe the necensusy pro-
motional actions, the govermment wishes o oliaia interia and wogmt csstotanse
in the following tasks:

(a) Identificetion of specific industirial prejeste;

(v) Preparing 92 files which are prereguisites for coatastiing
financing Rvestaent scurces shreed)

(c) Cemmence with premotiemal setivities ly centastihg iavestaemt
and finamcing seurcee ea the dasis of the files prepered ia

pars. (V)) and,

(4) Interesiing and atireciing fereign finamsiere and iavestese
through propesais for invesinent wnd flameing of indwisdal

poe jocts,
4. Pending the setting up of the agenay, the govermnsnt will appodat’ souster=
part eupleyecs wbe vill have the mthority to isplenent t%he pragremme.

5. A gread part of the astivities listed ia pase. ), epesially ese of b
paregraghe (o) and (4), will do carried out withia e fyenawek of %o
Mu—:m—-urmnwmmmu-
established ot UNIIO hendguarters in Viemmn.

6. mm«msm—mmnmmm
m-m-‘um l.m(c)nlm.ﬂnm
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- 18 sanfwentts of experts (probably 4 experts ;. vari .s

- 810,000 for -ravel ari par dier expenses for theue expert
.

7

. The promotiona. iciivities t) be undertaken wiilh,  ire :/ ...
;vhaated promoticg [ CooTemme and v oose obijective 18 ‘. ,rn P

ud flaroiers and “rf.ce theam o resamt propscale fur 1 q.0tr 40 -

te set-up ir Leoa -, <11l De undertaken esserlidlly by LD Lea,

T ke

B.

T

[3

it

£y in

arters

»ho are already asy .~ ed permanently to this activity, heis . Yiv.ties wll,

directed towards t:¢ ndustrialisel countries thermseives az we' )
ceuamon, with tha .. “irate aim of acholerating the implenertas. -
1nvastnent proposa’z. The measuray to be undertaken L, ‘he P
wiil repuire the 0 - sing expenses:

- $10,000 fcr “raval ani per diem expenses of missicrs
industiriall-~% countries,

N

43 towards
Y onhistria

itrr
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ANNEX I11

IND'STRIAL FREF. ZONE ¥OK FXPORT ORIRNTED INTUSTRIES

PRELININARY ASSESSMENT OF THE ESTABLISwtmer
OF A¥ INDUSTRIAL FREE ZONE IN LEBANCE

SUMMARY AND CORCLUSION

JUSTIFLICATION OF AN INDUSTRIAL FRER ZONE

A. Poasibie ol jectiver of a Free Zone

1. General merits f>r Lebanon

7« Genersl sdvan‘’isges for entrepreneurs

E. Prel nnrary Azcessment of the Peasibility of o
Free Joce in Letanon

1.

Advanteges to Letunon

7+ Advantages to the Friropreneurs im the Pree Zone

Conditions for a siccesaful industrial Pree Sone in Ledanon

PRELIMINARY JUGGEBTIONS FOF THE

TNPLEXENTATION OF BBTADLISHING
AN INDUSTHIAL FRYE ZONB

1. Selection of Site

2. Orgenizational Set-up

3. Selertion of Industiries,

4. (Oeneral md Common Service mnnau
5. Incentive Neasures ’ £
6. Promotion of Industries im the Zome , | 5
7. Bapply of Labur Perce

8. Provisioral Bstimate of Imitial m Ooet- ﬂt S
Preparstion of the Zone 7

Pinal Observetions

9‘0

TINTATIVE PLAN POR INPLENRNTATION 1

1.  Steps to be taken by the Mm o
2. Stepeto be taken Iy m/m»




S of v Taduetrial Sene 15 umunlly decided

ooninatien of several reasens such as s part of an

oyt progreame of the ragiom, & measure

davel

3
&

for holding beck of

oyamnt prodlea espesially
the regien towards other centers of
Job oppertumities, stimulation of ex-

on from
now

1
|

industrial teckniques fros
Gusstic industrial sw.dard

tha enmport velume and foreign

]

-t

t

f

industrial investments fros
tal mashets, oftc.

In the enee of Ledencn and particularly in comnection vith the
Swth Lodunen, moet of the abeve emntioned reassms eould de given as a

miive for creating an Industyial Some with the ehareeteristics of

a Pros Oustens Ares.

I

Sumtified. 1Indeed, mfaversble
infrastrueture in general,

ing ia Whe Saldah vieinity, for instance,

e 1k of Labhwtrial otesphere

i.0,

 J

s 1% may bo said thet unless daric

arestion of an Industrial Free Zone in

Boweves

conlli Wone are sescured, e
Wiy vicinl g of Saidah can a0t be
ondi fiens are asw preowmi)

oreation of Iadustrial Pres fone, vith

oorve 00 an induatrial pole for

export mavkets, and 108 Justifi-

4

region dsearvas 10 e further expiored.

sight oven maits %0 a cerfain extent the
sssier, sitwe the jagtovensnt of the aforemen-

shus t9tal Pree
e Goversemt

he
s Smne




Another important factor %0 be considered is e esisting status
of industrial development in ledaion in general. Although not im e
southern region of the country, the.e are many Wpes of industries
already operating sucoessfully with a fair volume of expert awtivi-
ties as well, However, apparently some of these Andustwies ave suf-
fering from excess capacity and others from wve tionaliesd and inef-
fiocient production means aand wthods vkiek prekibi ¢ then fres
out profitable export activities. The question of he Indmwtirisl
gone may give these industries the opporamity of ¢ g Weir
' sanufacturing aotivities by linking their produc tien with the Industries
?i established in the Pree Zone, This mena, for emample, the m of
seai-manufactured coaponents, packaging saterial e m. othew
’ activities integrated to md/or part of the mmu An e
" sone, under subcontracting, techniocal coeperstiom or other Wpes d’
oollabontion agreements. Additiomally, Mﬁltu exist for sem
industries who night prefer to take advantage of the fiseal and phy~
sical incentives offered by the government, 1% wmove jardiaslly or to-
tally into the free sone for rationalisation of their redwition, and
thus secure operation m a rentable banis. Special mm i
recommended to be given in this respect,

Summarizing from all the abowe, it s recommended that the fel-
lowing actions be taken:

Phase I : %o undertake & prefessithliily stuldy simed at Goterainirg
the oost/benefit analysis of the Industrial Free Seme.

Fhase II : om basis of positive findings of Fieee I , o emter
into :;.propmlzg stage of the establisams of the Indwirial
Free . .

)

II, JUSPIFICATION OF AN INTUSTRIAL VXIR ZOWS

A. Possidle Objectives of a Free lome

An Iadustrial Pree Zose nmzmm ®» \aport
1%a mterial requiressnts free of mm thout sontrold
Af the material is for processing or soturing for anpert
poses vithin the fres sone, and in so far ss Wesee geeds, o 4
rev material, semi-finished or fimished prodwrin &o Not GSwes
borders 1imit of the free 300e inGe & sustons' tasvirery.

f ;;




1. Oeneral merits for Lebanon;

=~ oreating new Job epportnities (population distridution)
- increasing of exprivand baleneing of trede

~ stimulatien of aev investaent fyce demsstie and ar—>ed
~ omoentrated werk en Anfras Wwucture develogment for the

sovernment
- verall doweloment of the region
- goneral level-up of the induswrial techniques in the oountry

- -: Anoom frem sboentrects and sales of utilitles and other inute
%, ‘

2. General adwantages fer preneurs

-~ gonsrel and common awailabiliy
~ insvestment finanes fasilities
- duly fres status on mashineries and rav mtertal
s W’ all
- pofis im allewances
- special dopresiation allovemces
-~ reinvestamt alloveisss
oW!ﬂW“ﬂlmumnhm
rent, utilities, servioces aad freight

- Waining facilities for werisers ete.




™o oW »id modern techaijues introduced esjecially by the foreign
sunents would bring a kand of chair reactions for tie guemal leval
2an.werirail techuiques in the co Stry,

By s,voally enhancing export-criented production in the Zone, 1t
re i thal the Free Zone crula bring favoursbie effects to the
o f export receipts,

2. Advantages to the Intreprenaurs in the Froe Soaes
Tuwo U terranean region ie liberally provided with sea ports
coaree port or {ree zone fuCliiiies are available, Hovever, as far
a0 be ascertained ¢t proseat, very little mnufecouring is carried
24 .t woy or a very limited sciio, Thie ia in spite of the fact
el ly miaufecturing ojeration 1s not logelly objected. In other
.omeot o the frec sone futi.. ties are of commerciel nature utilised
werehensing, tiensit and reexport purpcee, and vory little attes tion
.. offorts cr. airected towards un industiria’l production charaoteristio

; couster s Iree Bode. This 18 el o.aooureging fact for es tadlishing
.. Y. astrial Foee Zone in Lebanon,

riroign menufactares vith o 10 markots, purticularly being prossed
wodnorualing sowpstition, are constantly meeld:g ways of maniti zing
et e Tacturing and wetrabutior cests. Yor them, there cculd de
.V eliectave reasons fur sclocting zn Industriai Freo Zone to wbere
vonld advance their buase of manulacturing,

Cut dowr of raw material trensportetion cost,

Cut dorm of firished preducts trazaportation a:d distribution cost.
availabilaty of abundant qualitied labowr power at relatively low
labour ocost.

feduc tion of initial inwatment ocost through the provision of
various prysizal freilities and reforential incentives,

Abundant availability of inte.lagent aid sction-ortented local
entrepreneurs, freedom from 1adustrial disrites, stable sovernment
and other sociai circumstunces.

Should an industry fer instance in Burope bde relying on the supply
of their rav material from Lebanon or the neighbowrhood countries, it
weuid bring him e fine jossibdility of redusing his ,reduction cost should
he plan his expansion of production capacity rot iz Rupope but in Lebancn,
nearer % the origin of the rev materiel, vhere e will be eble to out
dowm the transportation cost to & cd._sidersbdle mxtent, The same theowy
epplies in case his finished gocds are being exjorted %0 sashkets sear




,f
k.
-
k¢
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sround Ledonon, where not only the transoortation distace cas L
economised, but alse the distribution cost oot Anwn. Various types

»f agrieulinral gnd minersl preduota of raw maoteris) nat ire availabie
in the Kesr and Niddle Eeat oa well as Mediterarenan region woulz
rply to tha former, whereas all kinds of manufactur-s of l.rnt
induetTy type imported hy sountries of the TegION &re Conz)oerc: af
exenplen of the latter,

43 in the cese of Ledanon, if the hose market is comparst ively
small for sn economia scale operation, sn Internationyl Fy.. line
would be advantegeous shogyld a substantisl portion of the produced
gcods be exrported, Por main cepital gocods and raw meterial, the
Juty free or lov import duty sade available in Lebanon & ght to g
certain extent equalise the adventages of an industrisl frec zcne,
as the whole gountry 1in iteelf may ba called a kind of a free sone.
Hewever, there sre a nusber of items regularly used in ranufaciuring
ahich mttrect dutica directly, snd whare it will cause tcn ~ueh Ctompli-
cations and tima consuming efforts even should there be & pous v ity
of & drav bdack,

Another definite sdvantags {or the foroign entrepreniurs in
establ iehing themselves in tha Industrial Prec Zone in Litaaen 15 the
aveilability of intelligent and industrious labour force supply.

It ie & reknown fect that the Lidaness workcrs s-c very quick in
learning the skill, This guarantees the possibility of having

a constent supply of Quslified workers within the shortest time-periogd
of training, and a relstively lov labour coet.

Prrtioularly in the case thet an industry plens ar expers.on of
their praduction, the prodlem of the investment coats weighs heavily
in cheeding the renta®ility of the expension, This cost cen be reduceq,
to s oonmideroble extent 1f he would take sdvantage of the virious kinds
of physivsl and fiscal incentives vade svsiladle for ne» establisnments
in the fx.e sone, Of Gourse this advantage must de duly considered
by the Lebancae Authorities at the tise of deolding the range and
degree of the incentives to bs provided in the free zome, in order ihat
they will be & definite ettractioh to such prospective entreprerncurae,
4130 & eareful comparison must de carried out on the incentive mesnsurcs
given by ecapsting free sone ia the neighbouring area ,

The abundeney of prospective locsl entrepreneurship with suff:oient
Besns s methor sdventage im Libenon. The interest of the foreign
investors stizected by the estadlishmsent of the Irdustrisl Pres Zone,
could Ba eoupled vith the demestis investors for es tebliahing themselves
in the Boas ia 49 form of & tednical fooperstion or joint venture
and this wokld defint belp stimulete the industrial sctivities in
general, sad contridute V¢ the levelling up end modernissiion of the
industeiel wochui¢ in Lobente ot Mll o inoressing of the export volume.

#




C. Conditions for a suocessful industrial Free Some in Lebanen
e s R e

Proa the foregeing, the eharscteristiecq of sn Industrisl Pree
Zone in Ledanca oould be crystellised es fellows ¢

1. IV sheuld be chiefly export orimted, or at leset %o such
where st lesst sey 70/00% of the produet weuld Ve exported %o & third
ecountry. This particulerly from the view point of the smellness of

the domeatic merket, prehiditing any ecsencaie seele of menufasturing
operestiona,

2. It ehould be designed, ot leset during the firet jphsse of
development for labeur-intensive types of industries in order % aboord
the eveiladle ehea) ladbour. Buring the secend of developmnt, the
poliey should 1oy more etress en capitel-intensive sypes of industiries
with nodern technics of production, in order %¢ sveid axcessivy presoure
coused by ineresaing pertion of She ladeur cests.

3. Strens should be lasd on -tmou.{ foreign imvestmmts, pre-
faredly im the form of joint vemtures with lesal satrepresewrs, or locsl
indwstries under technicel cooperation sgreenents vith foreign firms
to assune a world market charseteristia of rom and thus enadling
osaaier acoess to the foreign merkets, s vell s the domestioc mrket.

4. They would et duplicate nodem industries alresly existing
in the coumntry, or if they do, amly in feres of mrnnur with the
oodern lecal industates. in (uestiem, in order 0 Pravest any friction sac i

ocreation of unneceesary oompetition.

5. Al1theugh the present export statistiss iadicate o high rate o
dapendmncy on markets of the neighbouring countries, it is Teeemended
not to confine the terget expert market 40 the Wditevvencen opd Joar-

niddle Beat srea. The geegrephicelly sdventegecus peadtion of edanen
in this case, of osuree should met de osted, Wt rimte-

tion to the vhole world merket v » dossrens, Bu tod Wy
intensive marketing technics sad tacties, his weuld net da an unover-
takeble task. Apert frem the sbheve, epecial sttention should Ve peid
to the future developusate of the Ared Ocmmen Neriet alse.

6.In view of the nessssity of indulvis) ‘-v:.z:c-ut
, vithin

. Southern Lebenon, iniweizies beved en .
the region should be prefeved, Dut 5ot ss § sendisie e $his night
induoe & $00 merren 1init en the ariteris of solestion of indusivies, .
and 1% night slse kill ¢r dinintsh the 4nifieince of the Tndwteis)
"“ ”’ . Cr L ¥ . i LT A




7. The operaesion end smmsgement of the Industriai Free Zone
should be s0 retionalined to the point thet the Administra::.on mny
prestically undertake full rosponsidility of the zone ir ‘.. form of
n sutonesous centralised suthority, It should be given full power to
make al] decisions, grenting of permiseions and import 2.d cxport
licences, entrol of the duty, tex and fees, os vel! as 1te collc ction,
In other worde, <o orestes system within the sone tut rat.:ally
under the suspli 0es of the designated sontrolling Ministry -sting
on Mhelf of the Govermamy, Wy sinimising the duresucroty~ 1.4 teres,
whioh quits sften out-wpighs the sdvanteges offered thr.ug!. nther meang,
and csuse e hositesion of intercoted ntreprencurs tc ‘2xc setior,




T, PRSLININARY SUGGESTIONS 7ON THE IMPLEEFUTION OF ROTARLIGEIN

A¥ INDUSTRIAL FREE ZOMB

Select.on of Jite

If w2 are to consider thy free zone to be established ir She visiaity
of Saida the first thought would be to make use of the Saida pors facilitiees,
Unfortunately th2 ;[iwsent facilities available in this respeot shows little
poreidbi.ities of us.ga, and rather poor prospects ef isprevement in the futugy

unjeas o full-scale development programme is lawmoched for She sxpaneies of
the port. Some of the fastors are 1

a. Tort area tos small and vater too shallew (1.9 « 2.9% mters), A
necessity of expanding the present port would bde isself a huwgpe
and labournus task. VWithout s suffieient draught, large occemn~
going veesecls will not be able to enter the port, and thus off-
setiing the advantages ¢f a "Free Port" some.

b. The pert is too densely populated permitting listle possibili~
ties of creating un indusirial sone.

¢. Frco the v.ewpoint of disturbance of the landsoape, it is also

not alvisable to try to launoh a prograses of sstablishingan area
for induetries in the immediate vieinity of the port,

From the above observaticn, we exrand the possibilities of locating
the free zcne s1to tn tha cutckirts of Saida. In this oase, if we abandem

the idea of directly .tilizing the 8aida port facilities, ve can comsider
the cosbinatior of using

8. Port of Beirut for ocean oargoes of bulky ulrn

b. Port of Fsida for transshipment from Beirut om small darges

¢. Road transportation from Bei rut port to the soms ®ite by
truck and evertually by railroad in case the Partially die-
mantled railroad tracks could be reopened,

d. Road or railuay transpertatien using Beirus International
Adirport specislly for high-valus~fer-lowwvolume goods

This fourth point would give a wider prespest of the some in te
sonse that the criteria for selection of industries sdsiseadle o the b

oan b enlarged, The distance of 40 km Metwsen Minst ed Seaide, olthengp
perhaps not ideal, is not believed te be an iapessidle hinderames. o



In Shis cade, hewever, the Oovernarat will have $o take apscial mea-
sures for arrenging RDOsssary Ppossibilities of suston-free sovarant Af ing
goods betwen the free sone and the STFiving er despatshirg point 4y aid fap
Giving opecial tariff rates to sinistse the trenspertation cost boama »y

the industries.

The rad centitions Yetween Degrut anc 581da 1@ ceneidered >t a 1oo
grest obstasle, howve:, it would de 40018810 ¢5 20celaiaie tne L8t ruction
of the § - lane dighway, wvhich are partially oespleted souta of Neirdt .4
morth of Baida. A by-jass route aroud Saide would bec.ze NOCE2B.ry N CrBe the
sone should te losated south of Saide.

40 the oite of an industrial seme sdould preferably Laws dirot acciua
to the highmay, there are poestiMliitieos Which at PO Sent seeas t, Lave o
Savorable chanoce of doing converted inte an indwstrial seme.

6 The otrip of land between the seaconst and the highwvay spprexiactoly
5 <15 ka nerth of Saids. The levelling of the growr.i would nc: be
%00 diffioult, and these will e o possidiity of utilising the
wier of the river Nabsr Moers. TMis Ay be the fisrnt and Les.
ehedoe of the site.

b The strip of lend aleng the senceast abmyt 10 k& eoust nf Ta1an
and another part adeut 10 - 20 ka north of TY? along the Saila -

e oould alse b & fime candidite. In theme oAss, the
riveres SARMYT and FAER LITANI would oerve as the soures of
wter supply,

o Bines the industrial seme vill mot be dopondont cn se.-iransyoit,
Shezs 10 1i%81e Teason that the seme Should be directly on tis xg
eoadl. Provided that o fairly leveled groumd of shout 40 - CC L:c-
e (Vaking 1ate comeideratien the oventual peesidiliting o7 the
future expansion) eould bo made wailedle ia he 1aland witd gece
omnections teo the Deirgt - 8qid, Mghway or the Saida - T72 hisv-
g, ad poesthlities of suffieiont SuPpply of river or ground ater,
$3ie oould alse e an odjeet of selectican 02 t% acme sits.

™ ase, 1he losation sheuld be decided firstly by ite accesseeility
te the load ing to Deirut and Basda 1in erder 1o aveid wresessary addi-
tienal G2PPNee of Yremepertatien e the ene bantd, and saster posaidalatias
of SvEING of S0 rov Saterial end fintohed predusts on the olther.




2 Orggmuﬁonﬂ %t&

An Indusirial Pree lone Mainistretion rhall W cotadliohed e
free sene, placed under the jurisdietion of the futum Maistsy of
and mamvhile the Kinistry respeneidle for industiry ot jovesat mnd
tsation should be scperately preserided by the law. The Pmue Sune
tion should be givern sn autoncmeus and contPulised power and fmeticas %
bandle within the free sone, all satters comseming

1. Admiristrative regulations of the fyes sene povesceing and poo~
duction eperations;

2. Nanning, eenstrustion and nanageaeat of all necestery instal~
lations and fasilitiees in the TPoe seme!

Nanagesent of lees and revenuse Gorived f3ee peeperiies owmed Ly
the sone and by pudlis serviewey

Pactory and businese Pegistretion and eensirwstien sgpoeval a9
well as the issuanees of any peruite wlisted 1he Mtel

Inspestion and cemtrel of plamt installation end weshing cendd«
tions of the ladouders;

Inspeetion of produsts and isouence of Pomiiammt eestificstes of
lioonses:

7. Dndereesent ir respeet 3¢ the impert and vipest of cemmeditice
ontering of leaving the seme)

$

0. Masures for preventin of sunggiing end s petrel mnd taspee~
tien for such purpeees|

9. DMomndering all e¢thor kinds of 009viess te the indusiries leested
ia the seme .

The wdor-asntionsd natter® withia 0o free ame shall Yo handied
wnder the divection and supesvisien of the Adalatotsntion Wy the “ounsh
off1ee® 10 Do oot wp in the seme by the Fecpnelive auilerities Jostiasnt

1. Ascccomnt and sollesticn of tamne,




o8 a

2. Cuatemn inepestion sf impert and eupert cemsmodities and ths supervision
od iaspection of ecomrodi-i.e {n Lhe erar3s of treneit:

). Pestal and telographie services;

4. Denking servioces as will as tte Yusirese operations of agencies extend-
ing evedit facilities 1o ind wiriss estadlighed in the gone.

3. 4 stries

& already meationed Yefere, the prodlee of setting up the criteria for
sduittitag tndustiries ia the sone is & moet iapertart facter %or aseuring a
susesosful eporation of the some. Toy shovid e selected so thet the maxi-
S eould de achioved ia setisfying the DuZpese of the creation of the sore.
Soms Batis af the eoneept in this commection are given hereunder, at random,
although the subdjeet 1tself deserves muesh nere oareful and thorc.gh studjes
ad censultatione.

8¢ Ladour-intensive industrien.

b, Induwetriees net interfaring vita sxisting modern ones in letanon but
rether conplenenting and suppertiing we,

o Induntries Yesed on medern and offizient productioa technics.

6. Iadustiries whied will met have any deeisive disadvanteges caused by
the site lesetien. (In terms of transpert facilities, i,c. Lulky
060gn bdased induwstiries weuld have certain demerits by kigh traneportation
oorte 1A eate the free sone is not situsted within up internationaliy

frequentod ssapert).

. Industriee with & precpective of future develorment from t*o vieu,oirt
of dosand on the fiaished predusts in the oversess as wll as domostic
aatbete,

f. Infustries dased e o masenadly sound cmx;; poeition of ke raw mat-

& BWpen ertented 1ntustries Wieh wuld simultensously contridute to tho
of s xpert Jeseipte.

b IGustries which esuld N1Y tmte the PUOsERt avalladility or future dew
O‘mt posapeets of the utilitioes supply yesition, especially pownr
 Sghew, ;
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1. Industries ®zsed on the supply of Jev saterial sveiledle in %o mogienal
vicinity of the sone, (sspecially fruite and %ekeeee fyes %o Boutd).

Jo Assembling industries vhere a part of the coupunsnte requised mag Yo
supplied from the domestic industrice, And these will alwage % o
possidility of increasing thie demestie-owgply pedtien theough the
stimulati m caused by the induwstries esetadlished in the seme Sowesds
the ancillary industries in the ecountry, and thoough the astive eotante~
tien of the domestic suppliers thesselvee towards alising sush tchesee

fia

of co-ureration.

A reasonadle approach teo eops with this predles weuld b to e esfltada
besic grouping of the types sf indusiries inte three or four cstegories. e
sost desiradble "i” category of industries would b given the Mgeot fosn and
degree of preferential incentivee, while the "D categesy iandusisies would W
given the normally obtainadle fiseal inesntives applicadle te the Ladustries
sotadlishing thanselves ia ledanen in general. The phgeical inesntives ia Mo
sene would still bring them a plus. The secend "D° end Shimd "0 eategeties
weuld be given degrees of incsatives lying i Betwen the twe extsemse.

The flexidility of this elaseification would b eopectially iopestant, o0
1t cannot be assured that a cesplete explerniien of all peseidilitios a0 %o
the types of industries ocan %o made at the Vegianing. DPessidilities sheuld de

left open sc that nev indusirise may apply ot & later date for Yeing olaset-
ficd inte one of the catsgories.

A reugh idea of the types sf indwsiries and clasetfication ase 1ioted o
Padle 1, although net complete and oxbawstiive is iteelf,

Cemsideration sheuld be given %o oxisting induwsiriee epereting ia Ledenen,
sepeeially those on & eomparatively imefficieas Jasis. By poevidiag Sigs W)
the varisus inoentive measures svailsble ia the Sene, they will bo able %o
rationalice their preduction, becoms Bere competitive ia the worid sashet, and
oventually increase their azpert aetivities fop the final Vemefit of the
ooumiry.

Ascelsration of sud-centiresting ant technical coopsreticn agioomnte
betwoon the domestic industries and these eetablished 4a the sene ocould %
sehievad through ackneviedgnasnt of oueh swpplyiang trancastions to the seme
o8 oxpert, vhich would eniitle thes %o receive the Vemefit of the capesd poo-
setion ineentivees already previded by lew,




The Bapot, lsupert and T.ansit trade stu’istice of
Sypes of indus’~ier sconrding to thae Ciguree o
given in Table 0, p #snwial, 1t ma e arzimed
fopeart fiiree 1re larer .han the X;0P
stimulate revw 1nvertpernts to covar, tn g
Wy s-<lf suprly., irmrks ond Tenrco, “nens -a, Frvducte, Puuwtio irdicts, raper
Wil paper proedy v, est,la LROAuL 3, Mets, ar.l Prodacim, Biictr) - w.. Tringe

port sechirer.i s ir 'he T rmoof aoently, © wld te of irterest for tne nverall

trade daia.cin& 1850 . Lr 1Y 01 n) on the (ne Land, ana increa-e ¢ axpror
(tltuu‘h ectablyish d an: EFLBT.Og C AP routes) on the stuar,

*hbe yeor 19€5, amq 13
“ha Mintstry of Lionomy oy

that tne {ndustr,es where the
Tigires, there shculd be o shanoe to
Certain extert, tha dos #tic demandg

Alms, 1, GAPAS Len s auka, the puml ey of «stabl.wtoeriy | n Leban.: and
the worcare 4o total wd 1 VT AR Jer factory woording te te Winiatiy of
Planning statisting 51 1944 i mnerated in Tanle 4 together with 8:milar

figures of .7 f corvemp nwding Intustries es'abiighad ip Bxpors Processing

Zome in "atwnr. It may no- te Comparable cr the rame Lasis #irce the 1ndustries
In Naoshimg 78 Frocs raing Zen

® *sre all estabiiehed ipn op after _ ), and
the irdustrial scale being “ase. cn a moet eCONUMIC~O, #TRLiOn Lasik, whereas

the figures racretenting Celwnor pc.ude all €xX183ing indust=1es new anl H1d
a8 of 1944, Prom this tavie, the firet noticeable fact 18 tha' there 19 4
definit: 1. rerve of tra arale of induaty, na ororating in '.ebanor and Taiwan,
Aa the ohief mim f cBtavl.s'i g the industrial free s0ne in Lebdanon i8 1o
SbecTh the mabunds;t ard re.atively jow comt labowr svailalla, ot 1sust during
the first deveiocment prase »f the tone, ihe figures of the Taiwan free sore
oould be an ind: ation aa *c tne labour-i:tensity of the var.ous trres of induge
triea, Textiie woaring appaiels, Frianting and Miviishing, [eatrer an

4 Fur pro-
&cts, FPlagtic ‘roducte sanuf a turing, tapdi~rafts, Rectror: :8) Textile many-
facturing 1a general, and the Mubher products figelde wouls bring interesting
Msbers of new 5o oppertunities.

£. TGenera’ spd Corwon Service PAci'{dige

One of the scet affective pttr. . ¢

icn of an industris} free sone is,
Sestden the fiscel inoeniives aade Sviileble, the extsterce of the
@onerel end cormen service feeilities,

™e per-urit cost of prervaring, Bsintaining and Supplying the utilitien
88y %6 eonstderedly reduced fop the indusirias if thug, facilitics are msde
ovailedle 2y ihe sone shere the industrics sre estedlished, In addition ¢
thie edventege to the SRATOPIONOUrS, ‘he gevernzent would require lese
xpenditures 1f theoe fecilitien sre to de provided to the sone o5 one
Beens of prometiens) setivities, since theips efforts mey bde diricted

%0 the sone in & comeentrated Banner instead of drawing out plans end
iaplensnting shee fer the overall ere
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Po- oo rv o w v ortuoing pre-congtructed standard faatories
oy e e tn v wighes of the industries wouwld

e o conding Ueir investoent copital on longters fixed

S . cel v p, T wenld result into permitting thea s larger
ar e e rve o3 into direet praoduction means, or in other
- C o ameuet of plesping capitale Expericnce in other

¢ e ' c. Froo og.oee anionte that this 1s an affcctive woy

ol : Tt .

, C e Sore oni revalratops, cantaens, sedicsl services,
s e : Lot Lomruniestion facilitice, patrol end
R . . Ll e orublic warchouses, trsnsportation ond
R Cteblirnet w.thin the site of and operating
£ S "1 iv. 7.1, ~=aun* to 8 consideradle portion of saving

e . utmert coxt required had these to be made availadle
(% t kg . (- o elvas,

oo oty e saovioe cost income deriving from some of these
faey’ - .+ i~ nelp to wne -doiuistretion for counterbalsncing
part . ~ o arn toat of the zana itrelf,

Y . 4- 5 o, *he “ttea for all these services should be of a
pret S cowrider ta ;maore the estedlished indugirive am
adu.* -+ sirat - *a t., fifacsl ircentives provided under separate
ruled o 4o . o . oor Lv oiker sorie, a type of physical incentive to the
eatall .7 C ©oen, tut oaniy ‘oot extent that the services theaselves ney
opera’ - L . L YLL',‘; and it DRCIE,.

T oo i szase of the geroral ond common services to be provided
int + 7 ¢ .. te .xsmancd end atud ot carefully in order that it will
it e - v . lew nd wLrnd r quirements of the zons tenants, or etherwise,
it roy o it elf cone Grefiicient eeonory in the sensaec of excess and/or
unne yo fecilitier,  This prodlum 38 nurmelly decided ond settled-after
the cr - 1.0 f e iv..stries ia fixed ori the type of industries estebdlishe
ing tuvnaelv s mithin the zons hbaccme knowr,

T e e 08

ioe ficen! ymacetivea mede aveilable in Lsbenon for promotios of trade
and ind.atry ~iric.7 covirs to o« great degree some bdasis fer ettrsoting mew
industrivcr, H-ouever, 1% is felt that odditional types snd forms, ss well oo
tptensified ‘:cree of existing incemtives should be mede available,




It vill require more through studiea 2nd consultstions os to the
extont of the vrrious incentives, bBut in sddition to the prefcrenticl
opportunities offered in the foram of general and common services desorited
before, the following sre some Ltems which deserve oconatderstion for the
provction of new investments in the free sone,

P

»,

£

@

Fre-investmert incentives, 1.0, identifiention of industrice and
pre-fesaibility studies, or finsnciel aubsidies for inplementirg
such gtudies,

PMll exemption of iuport texes snd duties on ®ll machinerivs and
equipments to be used for productica in the mone, as vell gs on
the raw neterisl and sest-processed goode sné coaponcnis to ve
further processed in the one. This stotus is not Yot givea in

4%8 full extont undcr the existing lews ond reguletions,

Tuil exemption of export toxes and duties for products procucsd

or manufaetured in the sone gnd °xported abdroad., In cose the
gosde are to enter the ocustoos territory of Letsmon, the wsual

rete of taxes end duties mey de charged on the iavoice amount ot
the time of orosaing tho zone border, Lowever, it aight do secd

1f the tariff would bde om a slightly prefercatial besis &8s oomparel
with the norss! toriffs impoaed on the seme artiele vher inported
direotly from sdrecd. This would stimulate Amport-substicusicg
isdustries operution.

Invome tax exesption of at losat ten years for private capital
investnent perifcularly from abroad,

4 specianl period of holidey or reductica of steriffs on othsr
d1reet and indireet toxzes ard surtozes peyable by the onteryrises
wader normal situstion,

Fresdem of foreigm sxchange contrel with & guwarnntee of the enne
#tatws in the future or for a ’luu period. (Aesursncs of free
a).

‘Topetriation of swarned prefit

Preferentis) tariff rates on trensperistion cowts between the zeme
enéd the pointe ¢r srr{val or dis,atoh in Lobemon, (Neirus ses
ond sirports), as vell as far the oot of utilitice, rents for
oreund ond duildinge, construotiom 0sts at the time of inisinl
sstblishnent of the industries vithin the some or for its
M sEprasion plens, ote,

Irolfarentiol fissncing foellities, Lo, provisien of long, ned'am

004 shert-tere lesss B1%h preferentisl retes of inwr-et, provided
B Are zequired for the setoblislamt ond ope=ilion of the

' insl the of teandord Wi}
w., wiing m non=9 lu-..

R
’
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1. Treining tacentiven, i.e. estadblishment of vocotionsl scheols
and cther training fioilities oriented towards the needs and
requirem-nta of the industries established in the seme, thus
cuttirg fown the troining cost of the workers,

Tt munt b specaf.icly ropeated once sgain that fisosl inoentives
{tseli wili ot 'v autficient as an attreoting factor, and a conpre -
hens.ve acrerns ~f various innentives sheuld be worked out in order
to ot an the mowomun and effective attraction possidle., Many ine
dustrisl tro zoro: have been established in oll parts of she world,
equips 1 with cy*irifve 180 1 incentive fecilities, hovever, failing
behind sat «fvi- tuoir orizanal plons, The nissing of en oversll
1w inezntive systea 18 often found 2e the rvasea fer

and comprelois
the failure,

il T P N . e d
Se  Faouvubiun U Ivittriern an the 0ne

The nct of crtibtlishing nn industrial frea sone will havs to de
suppliment 4 by v rious promotional activities to stiract aad promote
the vstablishnent of industries of domestic and forsign entreyrensurshipe,
The identificati.n and selcction of irndustries suitable for being esteblish-
ed in the uome, 3 well as properly carried out feaatbility studies theres?
are esscriciel “sctors for creating the fundamentsl basie of attreoting
prospeciive inv.ttors tn the zone,

Any form »f propaganua guch ae publicltionl, panpblot.. 1“‘1‘“.
meetings, confurencee and other types of direct-nail spproceh, should
contain infor.ution ou !« charncteriatice of the sore such es the
geographic pocition, proriuity to the trunsportation seans, technical
economical, piiveienl and fiscal incentives swd sdvantages, exieting
infrastructure aviilable in genersl, resources of power snd water as
well a0 row moteriels including informction on the genersl eeencmio,
industrial -nd commercial cnvironments of the region, skilled end
semi-skillcd labour cvailelility end cost, training fecilitios and ete,
Reference should 2lso te a:de to the prcspectiva merkets in the domsstie
end sbroad. All these fuctors should be made on reslistic besis, if
necessary with developuzrt prospects in the future, so 28 to aveid eny
1llusions, nnd special crua must bBe teken nct to make sny promises that
cannot be fulfilled,

Specific rcference should be msde on investrent presotion feecilities
t¢veilsble in the zone or in the country, where the prospective eatwe.
preneurs may ¢s3toblish contacts direatly for eonsulting and evelusting
the implementetion c¢f his investment plans in the some,

The envisaoged estodlishaent of en Iavestment Promotien noy would

be on ideal orgenizition for giving the required suppert sssiotanee
on the sbove mentioned promotinnal activities,
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7. Swpply of latour Porce

In 00 for as one of the chief orjects of oreating on Industris} Pree
Zone, st lesst during the firgt phasc of developaent of the sone, {g to
eolve ths prodles of uneuployment, the industrisn to be "daitted to the
80ne at the boginning would be of lodbour-int.nsjve nsture, This calls
for the necesnity of being ahle to supply sufficient nunbors of skilled
ond semi-skillsd w¥orkers, Only when the prospective IRVestors of the
industries can foreses nar nnple sssursnec or surr-ntoe of obtnininq a
suitedle supply of such workers, will they de inclined to take aotion,

should de undertsken to satiafy tag required level of the tsahnical
skill. It will be of greut iaportsnce thot 80NS meens sre found to
solve thi, prodlem,

Portunstely, the Ledenese people ore well knowm for having the capacity
of lesmming Quick, They are of high intelligence, Ono of the bugt
solution would e to orgonise a voentionsl Sreining school, within or
sffilisted to the Sone, where the woskers could be "trained-inn socording
to the requiroments of the industries in the zome, Thi, would de a grent
ineentive to thy antreproneurs since the training period and the cost
of treining eould bde considoradly ainimiscd,

Another isportant fector to odservad is the brlancing of the labovr
requirsments, 3 vell proportioned balance of the workers in torms of the
88X, the ago, and the 8kill {s the besis of o sound regional industrigl
developaeut, ™. ground concept of anintaining a bolnced labour force

Would b an {mportant factor when setting up the criteris of
séniseadls industries to the aona,

48 to the Sanagerol steffs of the somec sdminietretion, o suitabdble
treining progremme st the beginning should be arranged by providing possi-
lities of ¢ numder of fellowshipe obrord, followe by an srrasngecent
of odteiniag internetionel eXperte to assiat the ssnsgement until thy
whole operstion of the odainistrative nachinery becoacs atabilised,

Investaent Coat for

A% \hie stege, 1t possidle oaly to give o rough estinate for the
proparetion of the none 0ite, The astimstion is to give & stendarg
1600 %0804 on aene verage figures of pest eXporience, Wt may enstly
0200ed oF b legs than the given figures. Yor fastancs, depending upon
the type and oendition of the lend selected ss the eits, vhat cype of
buildings and heo sany would be required to sstiafay the needs of the
06, how meny stendarised factory ond offioe Yuiliings with which
dinomnion shovld be prepered Ay the Governaent / sone, Bov much would
b the Senstrwotion sost for the levelling of the Sromnds, preperatioa




e huiliings and eto.., the
' o Lty .. mnges  The eost
raoiufliastructure, espocislly
i et ghowld be considared
shewidt e cmlcoulntod under

2wt of the land,
ind pedestrian weys
cetrivity and water supply
{'neing ~ra ete for
~9 the ccnatruetion of
¢claniardized facteriee,
Caperurtion tnd freight

rooan s fTicient -nd economio
phase of the 20ne arca should
d a0t larger than 70 scras
“nolirect aceas to the zone
rrluiae I nur prosent ossessment,
migtt e sultable for estadlishing
arodorce of about 1,5003,000 workers,
figarens wouid maturslly vary scoord=
roun e zone, bBat is bagad on
cre which is the standsrd for

Usé 14C,000 / 175,000
ur$ 100,00 / 180,000

t % the z2cne, but an integral
croti owoop suffictent numbers of
-rothe vicinty of the sene to
it opreoper ‘roneportation faeilitles
7or . 4 V-1l cooriintted developmant ploa
sttt groidd be crgenized in this respact,

+terl oy staent cost being the post ispertort

the vt nhovid b cerafully studied &n the

in ord.r *ta be able $o0 agovrtain the
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9. 1nal Olservationg

In r apeot to our Pumessment for e possidilities of éstablishing
an Inturnatjicnal Industrinl jroe Zore in the vYiginty of Saiia {n South
letarcn and st the tinc of uubmitting you oup Prel’.minary dseeesnong
Report, we wigh to ndd & fou Points of genere) observations corcerning
dasic prodlesmn rieommondoed to by duly trken into consideration, Some
of the subjects have beer. dealt with in our issessuent Report, hovever,
48 1t was rucommizaed th:t these problens Yere epocificly mentioned during
our consultstion Duetings wi+h +h. Varioud governeenta}] and indastrial

se0toin in Ladan.r, we vYish to explain our tpinion on the sattcpe here
under:

Lo & free .cne w. i’ ona Y~ % certain ertemt its sigrificence
in erse the raw rRiterial op Canponants gre mog inported dut are baned on
tupplies from the donestic narket, In other vorde, a custonr-frog in-
dustrisl sone wil} prove mcat effactive in sutting down or totally
.bou:htu She {zport sns export dutly snd taxetion procedure, thus
Mninmtatng the tine 8nd snoergy ecnsuning process of vork, usually
8prond ~ver s nunbcr of governzont and publig offices. This ie one
of the impor+ant €rounds why an indusirial free sone gaould Le chiefly
of imp-rt raw Baterial tened pre fuctior of expart orisnted tharactirintio,
2. The operetion of an irdustrisl song ie effceteq lorgely by the
developuens of the irfrostructure n the Tegionel wicinty, Theref-ro,
the development of an induetrial fr;e ione should bde plauned tad
program=zad ag an integrel part of s, overall develcraent Plars of the
region and of the country in who'e,

3o T™he fog: that the tay o1y2 duty froe atutus +11) decrenee the
revenue I the €overnasnt, ahould re counter-argued !rom the Yiew points
that th: free sone will stigulste -.ew industrial Sstablizhacnt whigh
aFe Bot likely fortn coming witkout the free 20,0 freilitiv,, also, {4
should de remaried that the project is o Part of on overall develcrnaent
progreame of the Retion, sn: $rot the 10me 16 intendid to work ap 2
pole of indostrielieation of the r gion, Therefore, the revenue logg
ot the beginning v} evertually bYe offget by sn incressed ineome
in other ficlds and forms stimulcots. thecugh the operation of the sone

4. 1s 1» eXtremely importent o f1x o stries limit of o uodern
technology to be sdopted by the induatries, beo 1t ladour intemagve or
oepital Latemoive tyecs., 19 18 recessery frop the viewpoint ¢hgs the
produets showld by of world-1atirrs tione}) level in -, Swzlitioe in srdey
s sooure e Pospidlittue of SXpart to foreigm ocuntries,
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by recerarcing * an'ustrial free scns, it ehould be eo

1 plesr 0 ot snon o the zone e completed ond opersting 4m full ecale,

g and L tavse of o ot 5 premset time period, the sone
P UTIRT TR oond T Lo npereting onoa financislly independeas
bas: . .he rotwttent of the initial inveatment cost will dopend om
gne: ot w0 otvddn the fouae of an ooversll regionsl development
exporo. Lt oo tor ot wey provided in the form of 8 long term low
it odevo s ot lean to the 20n¢ cdministration, however, ia the

! case ol onetognaty  Uorefuntacnt by ehich the cost will Bave to be

y borne ny 2 tont at aminctrios overhead, care ghould be psid mot %o
have * larce o0 Hmonts in 100 short a period ss thie would put
toc macs  Sererocwure o the industries and btring even 8 kind of o
decort i e’fet vo the entreprencura,

'~ Tt 1s very injertant tc have a proporly orgsnised set wp of
mar- -tio v foo lities and messurcs, as the posnibilities of profitadle
mrrke tirg o the products frem the industrics in the some will direcdly
% effuct tre vurcasy oF fariure ~f the industrial free sone in genersl,
Puctn o oo, o wecussfully operating industry will be the bdest propagands
for the zone, ant conseguently 2orntridute to ths reputation end resuls
{nte greater wtireetion of new Investments,

The probl v of the deveinpnent of a petro-chemicel industrisl
- free zon s omatter wineh oan und should be settled seperately froa the
proposcd intnotrial free zone, On boais of the relstively simple means
of kuerirs conrel an the in and output of a petrochemicsl combinatiom, it
ie proc @ ot olsc dnterncaeonnlly uourl Yo deal with this sudject

on zn iv: 1o ondent basiz., ent 1t vill always be possidble if necessary,

, to fencu o't the srem for sach purpose e 8 kind of a sub-sore %0 the

b industrinl f1-e 2one, urjess 1t should te found more ressonsdle %o
nominate tr. uai’ rone se an independzrt free mone of 1teelf. The same
theory arpiius tc other typ:s of so-calicd large industzics ineluding
for inst nce, *ruck and jassenger auils asseadly fectory, sutomobdils

tire faciory, larr -senle?! textile industries, ete, where the minimus
econonmt: .ize of cperation is coneiderabdly large 1s compered with the
envisng-d size of the 1ndustrial frie zone under guestion,

Fo Grest =0+ ntizn should 3z p-id tovard schieving a woll harmonised
and cliorely coop rating relationship tetwevn and smong the Governmeat
suthoritics, tn- Zone .ixinistrition and the private industriee of
domestic as well as forcigm origin estedlizhed in the some, Sueocessful

, frce zones throughout the world give the beust evidence thet this smutus)
understonding ~n? fine teamwork is *he first ster and fumdszental deeis
for their fruitiul echisvenents,

H Y
The most igportant result of ¢ iuenamt process, however, still

lies in the fuct that - detailad /tensfit study should be undersaken
ot once in order to fuily justify Whe estedlishment of the industirial
free zore, Accoriingly, imedi& stepes shall de teken by the

. UNDP/ONIDO to srrange the same und r *he technical sseistence prograame

} outlined ir th: Report, and we truat thot the heocessary errangenents ,

; shall also oe undertaker. on the Lebanese countarpert sesion as deseribed -

z; {in th Reuort,

Py
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IV, TETATIVE PLAY 3 INPLEMENTATION

1, Bte:s to be teian bv the Lebtanese Sovernnent

e working Prograr-e wili ve d;vided int two phases 1 a and b,

8. % create en Inaystrial Pree Zone Preparatory Working Group,
cogcaed of 7 ar J qualified ataffs uith SXperience as Touired,
Thias Working Group, 1n fact, will .ot as the task force of the
Prepar: tory work 1ito} ved “«3:d the teohnica) assistance to be
provided by tre NDF/UNIDO exjert teas (or eventualily a co.isul ting
fire) will assigt und Vupport the effective operation of the
Preparatory vork,

b Upon oowpletion of this bro-programing vork, which corresponds
o the firet p uue of the techiica’ issisteice pProvided by UNDP/
UNIDO, »nd on the SSsusption thet the pre-feasidility study of
& national ecomomio profy tability cost/denerst analysis brings
Positive resu.:a, %o tike ismediate steps to ;

(1) pre Ard promulgnte an Aot or Decree for the e teblishient
5 an ;nm' TE{:J ®s Zone, Together wlwn supporting rules and
regulations deened neceessary for llplcunung the pro reoming

and construction work of the i
(41) or e 3n Industrial Free Zone Iu ledentation GOr whick
;5515 responsibie Tor ation plamaing, progran-

mng and construction of the Zons, The second phase technical
Sssistance rrogrezes to be provided by UNIP/UNIDO ghall teke
the form Frovidiag aseis tance to Wis Izplens.:1tation Group
a8 1te Lebsiese conterpart of thy bro jeot,

(m) take »%eps to Secure _the required -4 necessary fi-r..cial means
@ Tt “omxmﬁnmm{—;,m o7 Tha wne,

(1v) make necesss arm, ts for 2&%?2( ihe_proposed 1uad site
& e &ne E";ﬁng umn«, ¢ &..ouncens t of o tabITah-

Bent of a1 | duetpisl 8039 of ten stimilates unfavoura.le specu-




et e 0 ne rov A by UNDR/UNTIDO shall also be

R CulU U L ex, ety i f o total of about eight mane
’ : Sty 0N frae v g corsulting firm to iaplement

L. . S We L of o cost/benefit analysis from

+ L oL e baiy rant of view in order to K907
el b Lt the gretar s, Tris preisratory work shall take

H oA e dogg it sce and cupport to the lndustrial

Lo e e ', Treotwt Iroup established by the Lebasese Govern-
Tl oan . A Ye v ltie  paang tae reyuired assessnents,
T I T R vthera, 1t is expected tha: the fole

. > -~ N R ] ~1 ., - % »
Tovir Tiot s, will ro canrit.ed:

- oot ot and site 4 e Dree Zone

- Srelet Pl <l 0 sl out anl tie e.gircering work involved
- Il ot the L1tias levelopment cost

-oTUosrioooafrec e Loticrs to the Lebanese Government and %
v T BTNIDD an zelatiorn te e eatablishment, construotion and
Topuent el the s oo Tadastria) Free one,

.

T s D pveavive niraa e of Prage one, and following the efficial
L O I BT Ut o LAUNTUL LS SR PR concert of the developasnt
Fiwvne ot Freo lere Yy the lebaness Gover.meat, it 1o savisaged
thrt @ techuial mseis a.ce ,rograue of a long-tera nature will b
rplece G2 {Thecial Tund Troguet), jouding ctficial approwal of the
UiTP Coverning Cournsil based ujor the submission of an official Specisl
Pand T uevt trroggh oo der,moted cranrel. Thas technical assistance
Tetelic will Lo e the plasnr g programaing, construction, manse
gt oA orer wien o) the I.durcii-l Free Zone, as well ae the PO~
Vide g of oceiziry e Liws apr ALY 0ther services deesied suitadle for
QLT 1ar T the Eroject, ,

B o by
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e tohcur intinsive 1niustries (during rires levelopacnt phage

of the scne)

= Industrics bascd on row Daterial “v°11lebleg lceelly ~p in the
Yery vicinty of 114 $ ne

=« Rxport ericnt.d industry s bamd urap 4on stie pnw tnterinr]
OF components

== Fuw types - f inlustrice not ®X.8t..¢ in Lebancp

Satagory )¢

o= Cepitel intensive industricy (to be reconsidgray during the
second development PRise ¢ the g for reclamsaficatyag
to Category ;)

== Induetries which aight supplicent (r p, urrlinment 4 by
sxisting industriay Lebanon

== Bxport orfented industrieg baged upon 1impori. 4 paw asterial
or components

== laport sudotitution tyPe of industries

Satemry oce
o= Industriee which type vXZi8% in Lebdan,, but whiegh froiuetsg

"ill be *Atirvly or to o lnrge extent exnorted o foreign
sountriee

Satamary "2+

*= Other types of industrieg

= Testile Germents factory

e Textile Nedeupgoode factory

= Freeh Pruits ang Vege tadle Pecking foctory

c  Pruit Joa and Frugt Juice factory

- sotionery faotory

. beceo manyufe oturing fostory

* Poestie progucte (moulding. ®Xtruding) faetory

*  Mubber ond boatner Produetien faog

. Sure e louverku‘ feetory

*  Priating ead Mdltehing fastory

= Speein) yype Glese Senufseturin factory

o Agriemiture Bechineries sang Tronsportation *quipments
Soomb1 fae vsary

* Restrente SPppere tug Benufeoturing opnd to0eadling factory

. RALsrals-deged pecislities feetory

*  Parteesutice} peoduets Baufs eturiag g Packeging fostory

* Botel werking ¢, for smell and odina produets
(Porre sne I--fmo‘




TABLE 2

Lt AL TRANITT CF_ LEDANON

B R i R
H!i: | h:ﬁ‘:l ]Ilkl'
' ;¥"" ; 1948 .—? 1968
N N
a1, 11 ' 11,371 0 29,7e4
% ISURIY, 175,462 34.588
i AR] ,! 16,425 2.974
: 1.0 ' 74.70% 32,922
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ke ot
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1 U

3T1¢
G X
AT

R pUST2 A
VMRAR OF ROYESS Tv LERARCH
Wiis ”:.:mm'mn POR:

4
pulcE

MINT3 AND

ﬂ

Kaohshiung Pormosa(Export
Lebeaon (1944) Processing Zone 197v)
- i.o of EO. of lveru'\ No, of No. of Average
Bated, persons Re, of Latnd, peraons No, of
ougeged vorkers engaged workers
per fae, per fac, ;
F:od Industry 3 ) 6681 14 - - - .
Povar oy Indnatry 43 1956 36 - - -
Podacco lcmlfnwtutln. | 2033 209y - - -
Tertilye n welt 44 22 4611 210
Vearirg *ppare]l end
Tertile sede-up guods e 4563 17 15 1554 506
Vood and Corn n 1962 24 - . -
Nrviture Serufeeturing 2% 3910 17 3 535 178
Paper & Produety . % 610 17 2 294 147
Prinsing & Pudlishiang s 3790 20 1 363 363
Lesther & Pup 4 1112 21 10 2749 275
Rubber 14 76 20 3 538 i79
Cheaicale 4 1425 26 1 140 140
zﬂe Kets} 3 921 307 - - -
tel lautlotmn 122 13 26 15 2512 170
Nor. Netslie Mimerele 02 5150 19 - . -
Raedinery 12 293 24 2 138 69
Bleetriesl mehinery 17 234 4 3 827 176
Trensjorte Squipaente 4 160 40 - - -
Nisee}lancous Stanfleeturing 47 a7 11 - - -
Plretie Proguets Ranufoet, . - - ‘14 3921 280
Bendiorefry - . . 19 5139 205
Blectvonice - . . )2 12793 400
Pecking Nstertal - . . 2 304 152 :
Tore . - - 4 1285 321 :
M—— .
Wt ™o Eschens EPOTS precessing sene ¥8¢ 20t up vith four objects,
nreses of “N" Inereese of Jed *Pppertunities, ) Ineresse of new
ixveetmente, cnd ¢) Satvetuctien of oy i3dustriel teednice. They figes s
eriterie, ‘ fn 3’& of sadus'viey iate three categories, el) for
Sxpert purpsse einly., 433 e eriginally fizeq dovelopment targets of the
ebeve four ohjeete heve boon scoemplished ®ithin on sperstion period >f 2,5 yours
Fetusnlly, coch oad offert wao peig ¢o Sehisve this success bus
18 preves the 00000l ly of, fire Setadiishing ¢ goed STiterie for sdatssadle
induetries, o % 00t o resesncd), Y "hieh e sone should schieve,
ond Nhirddly m 100 %0 jota ferees towards overocaing
Mrasacws 0o~—operation.
70 Lo
166
- I
M of 234.113%
. 34.996
000
vmms rrerTa o) oases

40 capes
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T4 “rew one)
. “woezooaiits of extension)
Je R P a
L w o ariereetled o ostablishing an Inters

N ¢ L o T e 1:;\).'.". e 1?60-01 ‘h. .xﬂl.t”

P L ATt e ¢ 3ume as.. studies on the
o o 9: ex a . oMing as Ino.strial Free Jone in
le o . ' pesent oo tirlat,. a8t dy will have 4dhe
o CLyor i Lo sech & ompaished Y aste
aoar o mak. 4 atiataon 1~ supplementary
if A core aaeiar, tor presenting to the
LGY T SEL Lk Coort o the Establishment of
o ' Proae Lo, craefly ariented to Lxport
ry \ [ L R S SV T O "'fat anal‘ylil Of ‘h. !
CTo Cro o v eal o Lonsn. e gref . tebility point of
V. fa,

Xt ca.ower of a4 tead made up of hiaself g
e NI h o ue leader), In co= ;
€, atyy oW o tre v r oy Tronogust and the LabamO_.. '
* roaa vLee U meparatiry Anrking Group, he 16 z
ex; ¢ ‘&' Lije %

' (1, Surwvey, e+ .16 and cs.ect “he g1%e of the 5

froiy “rias Pree Jore, ‘anirnad Wnto acsount the
Froo@..al pavnning requilesents, the availability
i deveioyrent jrospects ot labour, power, water
o'l otrer 4wililise, trangport, communication and
sure s suppetrtang fa aliti1e8)

(&' “ryors a ekeleor lan of the sise, iayout and
e . .reering #ork 1nvoived;

[3) Fak- a preiiminary estimation of the initial
1 eiopment cost of the zone}

(4) Preparc a prelisinary scsessment em the utility
requirenents of the sens together with suggestions
on possible sources from which the necwssaly iaget
may Do securedy

(7) Ba-=2d upom the ahcve and other foctems olapified Wy
the taam, t0 nren re data for s th
Trom the viewpeiit of evaluating the asiional sospanis
profitability of the Iadustrial Pree Sens Prejests
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Tty tiemey Civil Prrinesr vith extqnmjive Yreul viee e

- exFerience on tne ea‘abligh~ant { 1 I an
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o launoh an extersiie devslormen: plue £ o - . o .
LeWanon, As the f)rg: Sten, tas Cran @ ¢ -y

leannon has been or -cnised SL I IS C ,
with msXinr recorsmendationg io the oy~ o0, HOmEY e
policies wnd rlang un the overall jev: - -~ -
ineluding 1 orosra=-o for indus®~i2l:: v JeYic
one of the recormeniviions presemt~d o - san
decided to ertatlith up Industrial %rea o - yen o
follewing objactivaes:

- L@ orente naw 19D opportunities for :- ., ., . v
enemploy-ent gitistion of Soutr e,
ssecially to st e £l o -0
the South Lodanca region %0 eloicnere 3o, e
cowniry;

. -
: £ 4 e
R SN v

- 80 otimilate ne investamnts of Lnrniae. o Trver.y
entreransirship n cdustrier R I T
trypes sni forrm of frcemtivis;

- 0 acselerite ¢ye establiebme-t £ oy .. . e q

infustries d3ad Purtiewlarls s, L Ly

te, luaally and recionall; avarl-o o - o maty
= $® eventaally have the Iaiugtri) v - .

She rels of an i: iwtrr? mole 5 - - L

industrial.zation of the Laisl Letunan mo .

Upom postiive fi-4i1~g of th{s ArheTgae Y get
bemefit studr, anl gihigot o - LI SE ST URNE RN I R
médnrnerent f the rec . menc-‘i,ag Yoo L oouepe
Sovesrnsent, 1% is emrizegsd thot @ :op- er o tarhaia]
weistonce rriject -4 4 v ttplement 4. 4 L
of the Intmtrial rec lymy Teren L, st e, v
long=ter »re'vat weald CovVer tay ~invine, ar cmamon
®e $-2lcrmmtation 32 i conetse:- A Var Y, A ol
wpanisstional sey ur, WhRZE ML and oper 1o P .,
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