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Food safety is the best strategy

When the competitive position of Lebanon’s largest subsector of manufacturing
is at risk of weakening locally or on export markets, alarm bells go haywire at
business support institutions like chambers of commerce.

To be sure, food and beverages processing is the flagship of
manufacturing industries: it employs the largest industrial work force;
it produces the largest share of industrial output and accounts for the
largest portion of industrial value added and the largest portion of exports; it
has the highest gross fixed capital formation and has accumulated the largest total fixed assets; and it is the
country’s most successful import substituting manufacturing activity.

Weighty as the sector may be in our economy, it is only through adherence to international safety and quality
standards that its competitiveness will be sustained. This calls for a comprehensive, holistic approach to food safety
in order to ensure compliance at all levels of the value chain of the food and beverages cluster.

The ratification of a comprehensive food safety code, and the will to enforce its provisions, would go a long way in
tackling many of the sector's woes and boosting consumer confidence. We hope the ministerial decision examined
in the present impact analysis will turn out to be a step in the right direction.

The Beirut Chamber of Commerce values its collaboration with USAID in the preparation of this analysis. The
research effort invested in the project did achieve the aim it set out to attain namely, to reach a quantitative
assessment of the costs and benefits of compliance with safety, quality and environmental norms in the processing
of food and beverage.

The exercise indeed reaffirmed our belief that our first, last, and best strategy to reinforce the activity's
competitiveness and market foothold should remain one of strict adherence to the most stringent and demanding
international food safety requisites currently enforced. Let the “Made in Lebanon” identifier evolve into a brand of

safety and quality.

Mohamed Choucair



Improving the regulatory regime in Lebanon

Today's dramatically changing interconnected world pushes Lebanon closer to a competitive economy. As
such, government has a key role to provide an environment of policies, regulations, institutions, and economic
governance that enables the private sectorto flourish and grow. Supporting the Government of Lebanon to break down
expensive barriers to growth, job creation, and investment, USAID/Lebanon introduced the concept of Regulatory
Impact Analysis (RIA) and econometric modeling to key private sector actors, and through this built an advanced
cadre of economic policy activists.

By using RIA, the Government of Lebanon and private sector stakeholders now have the ability to make educated
policy decisions about the potential effects of regulatory measures-of both the intended and actual net effects-in
terms of costs and benefits to all parties affected by the regulation. This strengthens government and provides
positive social and economic benefits to society.

USAID, through its World Trade Organization accession project, established five working groups to prepare RIAs
for five existing or planned regulations. This particular RIA, an analysis of Ministry of Agriculture Decision 950/1
regarding new food processing policies, was prepared by the Chamber of Commerce, Industry, and Agriculture of
Beirut and Mount Lebanon and a team of food processing stakeholders. The study represents a clear example of
the influential role the private sector can play to improve the regulatory regime in Lebanon and how the Government
of Lebanon can better serve its constituents from such analysis.

I look forward to following the positive efforts of this RIA and others in Lebanon and challenge government and the
private sector to build and expand economic analysis efforts.

Heath Cosgrove
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“ .. RIA’s most important contribution to the quality of decisions is not the precision
of the calculations used, but the action of analyzing - questioning, understanding
real-world impacts and exploring assumptions.”

Regulatory Policies in OECD Countries: From Interventionism to
Regulatory Governance. OECD (2002), p 47.



THE IMPACT OF

MINISTRY OF AGRICULTURE AND MINISTRY OF INDUSTRY DECISION 950/1 ON FOOD AND
BEVERAGES PRODUCERS AND OTHER STAKEHOLDERS

ABSTRACT

The research study sought to weigh the costs and benefits of a regulatory attempt to impose internationally
approved and adopted guidelines to food safety and environmental protection on producers in the food and
beverages (F&B) sector in Lebanon.

Mandatory procedures spelled out in Decision number 950/1 issued jointly by the Ministries of Agriculture (MoA)
and Industry (Mol) were met with mixed response from the private sector. Producers promptly recognized the
extensive potential benefits of integrating these procedures within their manufacturing structures, but were wary of
excessive costs they may have to bear in order to comply with the requirements of the ministerial decision over a
relatively short period of time.

The bottom-line outcome of the analysis is that the overall benefits from compliance with the Decision outweigh the
costs by a narrow margin of 16 percent.

The cost-benefit analysis applied in the research study was based on results obtained from a two-part survey.
One part was designed to detect producers’ perception of the costs they expect to incur in complying with the
stipulations of the ministerial decision. The other part tallied compliance costs as estimated through field visits to
production site premises.

Estimating benefits was more problematic due to the absence of data on key parameters. The research study
based its estimates of the ‘business’ component of benefits on projections of the food and beverages sector’s
production and exports. Substantial as they are bound to be, public health and environmental benefits remained
difficult to assess.

The research study concludes with two sets of recommendations. In one set, proposals were
put forth that may call for modifications to the ministerial decision that would raise its cost
effectiveness. In another set, suggestions aim directly at underpinning the decision’s two overriding
objectives namely, food safety and environmental protection.
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EXECUTIVE SUMMARY

The research study sought to reach an assessment of the costs and benefits to consumers, producers,
government agencies, business support organizations, and other stakeholders identified arising from the
enforcement of ministerial Decision 950/1.

The cost-benefit analysis was carried out in three stages. Cost bearers and beneficiaries were first identified;
exhaustive lists of costs and benefits were then drawn and assigned to cost bearers and beneficiaries, and
subsequently the exercise of quantifying costs and benefits was undertaken.

The quantification of costs and benefits to producers relied mainly on results obtained from a survey carried out
by the research team. Based on a systematic justification of the weights assigned to costs and benefits to other
stakeholders, the analysis reached the conclusion that the overall benefits from compliance with the ministerial deci-
sion outweigh compliance costs, but by a narrow margin of 16 percent.

To be sure, the research study made no attempt to quantify a broad swath of societal as well as business costs and
benefits. These unquantifiable costs relate to public health and the environment; whereas to producers, impact on

product and firm image, demand, and risk of product liability remains hardly quantifiable.

The sector’s economic weight

The F&B sector in Lebanon is the largest among manufacturing activities. According to the Ministry of
Industry’'s 2007 census “The Lebanese Industrial Sector”, the activity comprises the largest number of industrial
establishments, with 736 producers accounting for 18.2 percent of total industrial enterprises.

On six counts the activity is the largest within the industrial sector namely, the industrial work force, industrial output,
industrial value added, fixed assets, gross fixed capital formation, and exports.

The sector’s obstacles

It has been increasingly challenging for Lebanese F&B exports to access foreign markets as most countries are
applying progressively more stringent standards and specifications on imports. By enforcing compliance with
internationally accepted health and safety standards, ministerial regulation 950/1 would be by the same stroke
facilitating the access of Lebanese F&B products to export markets.

The regulation

In January 2011, the MoA and the Mol jointly issued regulation number 950/1 requiring food and beverages
manufacturing establishments to register with the Ministry of Agriculture, and subsequently go through an
inspection designed to ascertain compliance with health and technical standards. The provisions of the regulation
apply to processed food products, be they destined for local or for export markets. Upon assessment visits carried
out by MoA inspectors, manufacturing facilities that are found to be compliant with the stipulations of the regulation
are assigned a health registration number. That number is not only an attestation of compliance with the provisions
of the regulation, but it is also practically a license to export F&B products and/or sell these products on the local
market.

The regulation’s rationale

Decision number 950/1 addresses critical concerns related to food safety, consumer protection, and the
environment. ‘Collateral’ benefits pertain to easier access to increasingly more demanding export markets.
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Cost bearers

Manufacturing enterprises in the F&B sector are the primary cost bearers, be they registered with the Mol or not.
To comply with ministerial decision 950/1, these enterprises have to sustain costs that are far from being uniform
in magnitude. These costs range from dauntingly high to the minor.

Excessively costly relocation may be the only solution in instances where inadequate or nonexistent sewage and
waste disposal network renders impossible compliance with certain conditions of the ministerial decision. On a
slightly lower rung of the cost scale are instances where compliance necessitates that the premises undergo major
engineering works. Lesser modifications in the structure of the premises or changes in the production line(s) setup
may give rise to moderate costs.

Producers may also have to budget outlays for advisory and staff training services, in addition to expenditure on
workers’ health care.

The survey

The main objective of the survey is three-pronged: to reach a meaningful estimate of the magnitude of compliance
costs to manufacturers, to find out manufacturers’ expectations as to the potential benefits to be derived from
compliance and to reveal their ability and intention to shift compliance costs onto consumers.

The processing of responses to the survey is also designed to allow an inference regarding the extent to which
compliance costs, viewed as a dependent variable, are a function of one or more size-indicator independent
variables such as labor force, operating surface of premises, production scale, and number of production lines.

The questionnaire

The survey's questionnaire is subdivided into three core sections. In a section on costs, respondents are asked
to evaluate the cost burden that each of 15 compliance requirement categories is expected to have. Producers
are also asked to evaluate the period over which compliance costs will be incurred. A second section is intended
to reveal respondents’ perception of benefits, and a third section includes questions relating to the impact of the
decision on producers’ competitiveness and product prices.
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I. INTRODUCTION

The aim of this research study is to reach a conclusion as to whether the ‘community’ of stakeholders — consumers,
producers, government agencies, and business support organizations — will be better off or worse off due to the
enforcement of ministerial decision 950/1. This requires weighing the total of all current and future benefits against
the total of all current and future costs expected to obtain from that enforcement. The decision would be deemed
beneficial if total private and communal gains deriving from enforcing it outweigh total private and communal costs.

For the purpose of this research study, costs and benefits refer to those deriving from the application of
ministerial decision 950/1. Recurrent costs incurred by stakeholders prior to the application of the regulation
and directly attributable to the absence of such regulation are examined as potential benefits.

The cost-benefit analysis was carried out in three stages. Cost bearers and beneficiaries were first identified;
exhaustive lists of costs and benefits were then drawn and assigned to cost bearers and beneficiaries, and
subsequently the exercise of quantifying costs and benefits was undertaken.

The purpose of this RIA was the quantification of costs to producers was based on results obtained from a survey
and from first-hand estimates of costs put forth by experts in food processing and by engineers who conducted
field visits to manufacturing facilities.

Other cost categories namely those borne by non-producers include costs to public agencies and costs to
business support organizations.

Obviously, the present research study was unable to quantify a broad swath of societal as well as business costs
and benefits.

Unquantifiable societal costs and benefits relate to public health and the environment; whereas to producers,
impact on product and firm image, demand, and risk of product liability remains hardly quantifiable.

The assessment study relied on five sources of data and information to validate the analysis it set out to accomplish.
These are:

e Lebanese Customs’ statistical data on trade and on the F&B sector: Often challenged by stakeholders as
wanting in accuracy, the research team’s unassailable lines of argument are that (i) these are the country’s sole
official sets of data; (ii) these sets are consistent with national accounts data sets; and (jii) no private-sector
source can possibly assume the task of compiling such data or any useful sub-set thereof.

e Surveys and field visits proved to be a useful tool to secure information from stakeholders and process
it systematically. The resulting ‘synthetic’ data were used to complement the analysis. Results from previous
Executive Opinion Surveys on industry conducted by the CCIA-BML were also helpful.



e Direct interviews' with ministry officials help clarify a number of issues relating to the regulation under review,
the official interpretation of critical clauses and stipulations in the regulation, and most importantly, the official
outlook regarding enforcement and penalties.

e Working Group meetings and discussions the research team has had with prominent F&B producers were
the most valuable source of knowledge of the sector, its current problems and expectations, and its potentials
and the challenges it faces. Over a six-month period from end-September 2011 to end-March 2012, producers
participating in the Working Group reflected the views of the sector's manufacturing enterprises on ministerial
decision 950/1 and reflected on the decision’s impact and implications.

e Ministers official statements also constituted a basis on which some parameters of the assessment
construct were valued.

1 The research team was unable to secure answers to questions addressed to the laboratory department of the Industrial Research
Institute (IRI) despite numerous requests by e-mail and phone calls.
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II. THEFOOD AND BEVERAGES SECTOR: POSITION, PROBLEMS AND PROSPECTS

The F&B sector in Lebanon is the largest among manufacturing activities. According to the Ministry of
Industry’'s 2007 census “The Lebanese Industrial Sector”, the activity comprises the largest number of industrial
establishments, with 736 producers accounting for 18.2 percent of total industrial enterprises.

On six counts, the activity is the largest within the industrial sector:
e it employs the largest percentage of the industrial work force (24.9 percent);
e it produces the largest share of industrial output (25.7 percent);
e it accounts for the largest portion of industrial value added (26.9 percent);
e its fixed assets are the industrial sector’s largest at 13.9 percent of that sector’s total;
e its gross fixed capital formation is the sector's largest at 30.5 percent of the total;

e and its exports account for nine percent of the country’s total exports, second only to jewelry exports, which
owe their first place solely to their high-value precious-metal content.

Lebanese food processing enterprises produce a variety of national foods and beverages including traditional prod-
ucts such as alcoholic beverages, confectionery, bakery products, olive oil, pickles, preserves, spices, condiments,
and processed and canned fruits and vegetables.

Bakeries represent 48 percent of the F&B sector and comprise 160 establishments, the sweets industry accounts
for 22.5 percent and the F&B processing and preservation sub-sector constitute about four percent of the total
number of enterprises in the F&B sector.

Input and energy

The F&B sector is the single largest user of raw materials and energy compared with other industrial activities.
In 2007 (the year the latest industrial census was carried out), the sector’s total spending in 2007 prices on raw
materials had added up to $958.2 million whereas spending on energy had added up to $110.7 million. In that year,
the sector had about $1.03 million worth of environmental equipment.

Sales and industrial output

The sector is a top ranker in terms of sales, which amounted to $1,655.5 million, that is 26 percent of total sales
in the industrial sector. Total output added up to $1,748.4 million and constituted also 26 percent of the sector's
total output.



Fixed assets

The food and beverages industry owns 30 percent of total assets in the industrial sector, of which 44 percent
constitutes machinery, 25.7 percent building and 18 percent land.

Expenditure on salaries and wages

The sector employs more workers than any other manufacturing activity. Some 17,727 fixed and 1,188 seasonal
workers are on the payrolls of F&B producers, who incur $131,632,000 in salaries and wages that is 24 percent
of the industrial wage bill and the industrial sector’s largest such expenditure.

The F&B sector’'s workforce includes skilled and unskilled workers. Skilled workers, such as technicians and
engineers assume supervisory functions, quality control functions, and responsibilities in analytical and
microbiological laboratories and in equipment maintenance. Managerial staff carries out functions in the
procurement of raw materials and in marketing on domestic and export markets. The F&B industry also has the
highest percentage of home workers.

Production

F&B production is mainly sold on the local market with sales amounting to $1,655.5 million. Whereas, total exports
of the sector amounted to $411.5 million in 2010 according to customs data. The largest export component of this
category is the prepared food- vegetables, fruits and nuts.

The main destinations of the Lebanese agro-food exports are: Syria, Saudi Arabia and Irag, which bought
respectively 16, 15.7 and 7.8 percent of the sector’s total exports. Among the top ten export markets, the EU
occupies the fourth rank with 7.45 percent of total exports whereas exports to the US make up 5.38 percent of
overall exports.

Imports of F&B add up to $1,300.8 million. Main suppliers include France, The Netherlands, Saudi Arabia and Syria.

To the extent that it relies mainly on local agricultural production for its raw materials, the F&B sector draws some
of its comparative advantages from the characteristic strengths of that production.

e Climate diversity, soil fertility, and the abundance of water resources are factors that contribute to the broad
variety of quality agricultural produce at the disposal of F&B processing industries.

e Relatively cheap but skilled agricultural labor accounts for comparatively low production costs in some crops.
e Geographical proximity to Arab and EU export markets.

These strengths, however, are outweighed by serious weaknesses that undermine the F&B sector’s reliance on
local agricultural produce as raw materials for processing.

e High costs of production due to the lack of modern networks of infrastructural facilities, poor water
management systems, power supply deficiencies and high energy costs. These costs render local production
unable to compete with imported products.

e Lack of mechanization and modern technologies, underdeveloped waste management techniques and
inappropriate post-harvest handling of the produce that may cause its deterioration and make it unsuitable for
production.
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e Most local production is not compliant with international standards and use improper practices such as the ex-
cessive use of pesticides and herbicides. These practices affect the quality of production and lead to exports
being denied access to US, EU and other export markets.

e Poor public financing or support services such as research and development, extension and advisory services,
technical assistance and training programs.

¢ Difficult access to credit essential for investment aiming to improve the production and competitiveness of
Lebanese products.

e The F&B sector has to deal with a commercial challenge to increase its competitiveness in light of the
integration of Lebanon into the global economy. Moreover, it has to face the competition from low cost
producers, and low cost industries (Syria, Egypt, and Jordan).

It has been increasingly challenging for Lebanese exports to access foreign markets as most countries are applying
progressively more stringent standards and specifications on imports.

By enforcing compliance with internationally accepted health and safety standards, ministerial regulation 950/1
would by the same stroke facilitating the access of Lebanese F&B products to export markets.

In an exercise that sought to compare the frequency of instances where exports from Lebanon, Syria, Jordan and
Saudi Arabia were denied entry into US markets, it was noted that Lebanese exporters of processed food and
beverages were at par with their three Arab competitors as far as type of violations detected by the Food and Drug
Administration (FDA).

The last 100 recorded cases where exports were denied access to US markets revealed that violations fell into two
broad categories:

a. Violations that corrupt food safety and quality, such as the presence of unacceptable levels of pesticide
residues, toxic levels of bacteria, or the use of unsafe color additives, or products that are plainly described
as “filthy”.

b. Violations that are less hazardous to health, but nonetheless cause exports to be denied access, such as
labeling, misbranding and administrative infringements.

The prevalent form of violation detected in the food and beverage products of the four Arab countries pertains
to technical infringements. Labeling non-conformity occurred most frequently in product detention instances of
exports from all four countries. Whereas the more serious violations recorded moderate occurrences that ranged
from 24 percent of total violations for Syria's exports to 39 percent for Saudi Arabia's.

In the case of Lebanon's exports, serious violations accounted for 26 percent of total violations detected in the
100 cases that were monitored. Compared to the other three Arab countries, Lebanon’s detained exports had the
highest occurrence of unsafe color additives and the second highest occurrence of salmonella and of products
described as filthy by US customs authorities.

Though the frequency distribution by type of violation is comparable for all four countries, Lebanese exports to
US markets scored worse in terms of the time period during which the last 100 cases of consignment detention
occurred.
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On that count, Jordan and Saudi Arabia ranked best with the last 100 cases of exports being denied access to US
markets occurring within a period of nearly seven and a half years. Syria ranked third on that count, with the last

100 cases of detained exports occurring over a five-year period, while for Lebanon the last 100 cases of detained
exports occurred over four years that is an average of 25 such cases a year.
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Ill. THE REGULATION

1. The regulation

In January 2011, the MoA and the Mol jointly issued regulation number 950/1 requiring food and beverages
manufacturing establishments to register with the Ministry of Agriculture, and subsequently go through an
inspection designed to ascertain compliance with health and technical standards. The provisions of the regulation
apply to processed food products, be they destined for local or for export markets. Upon assessment visits carried
out by MoA inspectors, manufacturing facilities that are found to be compliant with the stipulations of the regulation
are assigned a health registration number. That number is not only an attestation of compliance with the provisions
of the regulation, but it is also practically a license to export F&B products and/or sell these products on the local
market.

The regulation’s conditions relate to food safety, pollution control, worker hygiene, and more generally,
systematic control over all areas and nexuses in production lines and processes. These conditions are in harmony with
international practices and guidelines. As a matter of fact, the text of the regulation mentions congruence with
General Manufacturing Practices (GMP) and the “Hazard Analysis and Critical Control Points” (HACCP) and local
regulations and standards such as the Lebanese standard number 656 titled “General Food Safety Rules”.

2. Inspection and control

Factory premises, equipment and infrastructure are to be subjected to inspection and so is the whole produc-
tion process, including the quality of raw materials and additives used, worker hygiene, packaging, labeling, and
storage. Product testing is to be made regularly to determine conformity with national standards and with export
market requirements. Environmental safety requirements such as those related to waste management and disposal
take part of the conditions that should be met for registration.

The decision states that non-compliant factories are allowed a grace period of three months to carry out the
required corrective measures. Compliant factories will be assigned a health registration number, a pre-condition for
selling on the local market and for the issuance of health certificates for exports.

Because the issue of food safety has to be addressed expansively and holistically, a comprehensive mapping of all
warehouses, slaughterhouses, farms, factories and restaurants will be carried out by the Ministry of Economy and
Trade (MoET). The ministry is coordinating efforts with all ministries concerned with food safety. This endeavor will
be complemented by a proposed ministerial decree that compels owners of warehouses, especially stocking food
products such as meat, dairy produce and all varieties of chilled or frozen food, to obtain licenses in a bid to monitor
and control the quality and safety of imported or local food items in warehouses and thwart food safety violations.

3. Rationale

Decision number 950/1 addresses critical concerns related to food safety, consumer protection, and the
environment. ‘Collateral’ benefits pertain to easier access to increasingly more demanding export markets.
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i. Food safety

There are indications that a spate of highly publicized cases of food poisoning and of spoiled food being marketed
domestically may have prodded the MoA to take regulatory initiative to address the issue of food safety. The ele-
ment of spontaneity that prompted the ministry to intervene through regulatory decision 950/1 may explain the fact
that regulatory alternatives were not examined and analysis of the regulation’s impact was deemed nonessential.

Consumers, public opinion at large and the judiciary readily attribute food-vectored poisoning, fatal in some in-
stances, to inadequate supervision and control over the F&B and the catering industries in general. Consequently,
regulation 950/1 will inevitably be perceived as a signal to producers and to consumers that locally processed F&B
products will henceforth become safer as production facilities will be subjected to recurrent testing and controls.

Also implied in the decision is the more contentious message that this is also an attempt to address the complex
issue of food safety, as the draft law on food safety was shelved seemingly indefinitely.

ii.  Cleaner production

Another dimension for the regulation’s rationale pertains to environmental concerns caused by food processing
plants. Overall, the industrial sector in Lebanon contributes to 25 percent of total greenhouse gas emissions?.
Information gleaned from the study point to the facts that the food and beverages industry is one of the larger
greenhouse gas emitters, and is one of two main emitters of NMVOCs®.

To be sure, air pollution is not the only environmental peril brought about by the F&B industry. As a matter of fact,
the activity discharges solid and fluid wastes that degrade both water and soil.

In the industrial sector at large, efforts to contain pollution were found to be wanting. The 2007 industrial
census®*revealed that value of equipment installed for the protection of the environment represented a paltry 0.1
percent of total fixed assets in the sector, with hardly any recurring net investment in such equipment being made.

The ministerial regulation under review attempts to control and contain the environmental impact of F&B processing
by setting conditions on waste management.

iii. The export factor

Easier access to exports markets is another objective of the regulation. Producers that conform to conditions set
in the ministerial regulation would by the same stroke be complying with food quality and environmental regulations
enforced in export markets. Should the MoA's health certificate gain credence locally and on export markets, it
might conceivably facilitate F&B producers’ access to these markets and reduce the steep testing costs they are
currently bearing, and in some sub-sectors, dispense them from seeking international certification like HACCP or
GMP.

2 These emissions totaled 18507 Gg of CO, equivalent in 2000, according to a Ministry of Environment study titled “Lebanon’s Sec-
ond National Communication to the United Nations Framework Convention on Climate Change” published in 2011. The study was funded by
the Global Environment Facility and was carried out by the United Nations Development Program in Lebanon. In that study, the industrial sector's
emissions are subdivided into emissions caused by the combustion of fuel for industrial use and in construction sites, and other sector-specific
emissions. The share of the food and beverages industry reflects the latter emissions resulting from industrial process and not those resulting
from energy use.

3 Non-Methane Volatile Organic Compounds. Asphalt road paving is the other main emitter of NMVOC.
4 Published in 2011.
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4. The decision’s legal basis and producers’ position

In Lebanon’s legal context, ministerial decisions rank quite low on the scale of legal precedence; they are subordi-
nate to laws, which require parliamentary ratification, and lower than regulatory decrees, which are meant to define
enforcement procedures and sanctions for violation of ratified laws. On that scale, ministerial decisions have legal
precedence over administrative circulars only.

Reflecting the broad prerogatives ascribed to ministers as the highest-ranking executives within the public
administration, ministerial decisions carry practically the enforceability of ratified laws and can be challenged by
petitioning the State’s Consultative Council.

With regard to ministerial decision 950/1, producers in the F&B sector clarified a finely nuanced five-point position.

Consistent with their persistent affirmation that, fundamentally, they are supportive of the ministerial decision
subject to certain provisos, producers and their trade association, the Syndicate of Lebanese Food Industrialists
(SLFI), have no intention of legally challenging the decision in any class action.

Individual producers, however, remain free to undertake legal action against the decision should they reckon that
complying with its stipulations would entail considerable damage to the interests of their enterprises.

Producers do not consent to allowing any ministry or public agency the prerogative to close down a manufacturing
facility solely on account of its non-compliance with HACCP or GMP, as long as that facility’s final product is safe
for human consumption. They base their stance on the fact such prerogative has no legal grounds.

Assigning the final say on closing down a factory to the minister of industry in person does not solve the quandary.
Producers realize that through this provision the ministries overseeing the application of decision 950/1 may have
sought to send a reassuring signal that they deemed the closure decision to be at a level of gravity that would
warrant the personal approval of a minister. But still, producers are disinclined to grant to any minister discretionary
powers that should normally be reserved to the judiciary.

Advocating and lobbying for modifications in the ministerial decision are the forms of action that producers
intend to undertake.

B. The implementation mechanism

The checklist

As viewed by the MoA?3, the stipulations of the ministerial decision are the most basic and general guidelines for
food safety. These guidelines are neither too demanding nor entirely new to the F&B industries.

As a matter of fact, the Council of Ministers had in 2004 approved LIBNOR standard no. 656, which had set
general guidelines for food safety and which constituted a base for ministerial decision 950/1. In the ministry's
opinion, therefore, producers have had ample time to get on the process of compliance and would have been more
prepared to comply with the recent ministerial decision.

5 Eng. Ms. Mariam Eid expressed the MoA's views on decision 950/1 in a direct interview held in February 2012 with one of the
researchers who worked on the present paper.
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Though the MoA's checklist for compliance assessment is the same for all producers within the F&B sector, a
different weight is assigned to each requirement depending on the sub-sector specifics and on the degree of risk
attached to different phases within any given production process.

Assessing compliance

The MoA considers that it is within its prerogatives to supervise F&B industries, food safety being one of the
ministry’s main concerns. It deems assessing the impact of the ministerial decision on producers to be a
responsibility it shares with the Mol and with producers themselves.

Upon filing for registration with the MoA, producers should expect a visit by the ministry’s inspectors for a
preliminary assessment of their production facilities. Processing operations that are deemed to be non-compliant
with the conditions of the regulation are given time to meet those conditions. Depending on extent of modifications
that need to be made and the risk factor attached to the firm's product, the period granted for compliance could
stretch to the limit of a year.

To further develop assessment procedure, the ministry is currently preparing inspection lists identifying critical and
hazardous points that could jeopardize the safety of each type of product.

The inspectors’ assessment of the extent of compliance and the relative importance of each requirement thus
becomes more objective and less discretionary. Based on that assessment a score is assigned to the inspected
firm and a decision emerges as to whether or not it is granted the ministry’s health number.

Inspectors are either engineers or technical assistants, and are either members of the MoA staff or working with
the ministry on a contractual basis. Training sessions are being provided to the inspectors, with engineers getting
higher levels of training than technical assistants. Training is basically technical and includes exposure to HACCP.

The regulation’s implied leniency

Though the notion of compliance by stages is not mentioned in the regulation, the minister of agriculture has
announced on several occasions that in cases where non-compliance does not jeopardize product safety, the
ministry will be more lenient on enforcement deadlines. In such instances, the ministry may carry out periodical
checks to ascertain compliance action undertaken.

Only in cases where food safety is flagrantly disregarded that procedure for closing down a firm is initiated.
When deemed compliant, production facilities are granted a health number.

The MoA intends to apply the conditions spelled out in ministerial decision 950/1 to all F&B processing firms
including those that do not hold a license from the Mol.

Dealing with critical cases of non-compliance

Regulation 950/1 states that in critical cases, firms may be shut down based on a decision of the Minister of
Industry. Such measure, however, is not entirely subjective, as it would require a court decision. In instances where
closing down a firm is warranted, the Minister of Industry would have to recommend a temporary closure until public
prosecution has conducted further investigations based on which a court decision would be reached.

The MoA may ask the MoET to withdraw a given product from the market and ban its exportation. In such case, the
firm would be practically put out of business.
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The procedure for closing down a factory for non-compliance with the ministerial decision has not yet been finalized.

In support of F&B industries the ministry is seeking to work out agreements with public-sector laboratories such as
Industrial Research Institute (IRI) as well as private laboratories calling for a reduction of testing fees. In addition,
the ministry will defend the case for lower customs duties on imports of raw materials and semi-finished products
used as inputs in F&B industries, provided such imports do not compete with local production.

On the necessity of compliance to international standards

Through the decision, the stated aim of the MoA is to induce F&B producers to adopt the HACCP approach to
assess and address risks embedded in their firm's production process. The ministry does not seek to impose
HACCRP certification as such on F&B processing firms, but a systematic preventive approach imposed by a growing
number of regulatory institutions throughout the world.

From the ministry’s perspective, producers have a stake in integrating within the general run of operations costs,
the costs of adapting production processes to the exigencies of food safety. This is because the ministry estimates
a priori that costs brought about by compliance with the regulation’s requisites will be lower than those presently
incurred.

A memorandum of understanding is being prepared to coordinate the efforts of the MoA and the Mol on matters
pertaining to inspection.

The MoE’s guidelines for compliance with environmental regulations are among the conditions imposed on
factories seeking an industrial license prior to their actual establishment®. The MoE therefore supports efforts
to regulate the F&B sector and monitor its compliance with technical, health, and environmental requisites. The
ministry's involvement in ministerial decision 950/1 relates to instances and situations that could arise where the
decision’s stipulation may overlap with or contradict some of MoE's requirements.

Infrastructure, waste management and pollution

As a public agency in charge of containing the environmental impact of the industrial sector, the MoE determines
and supervises the implementation of guidelines pertaining to waste management and pollution control. As for
infrastructure, the MoE collaborates with other ministries in planning for the laying and upgrading of a waste
disposal network that would render possible compliance with a number of regulatory requisites.

Compliance with environmental guidelines

The ministry sets guidelines for the establishment of industrial plants and is a member of the industrial licenses
committee that advises the minister of industry on the granting of industrial licenses. Licenses issued by the Mol are
conditional upon the licensee meeting MoE requisites. Subsequently, the MoE follows up on producers continued
compliance once operations are underway.

The MoE membership in health committees of Lebanese provinces, in the Supreme Council for Urban Planning,
and in LIBNOR further confers to it influence in matters relating to environmental norms and regulations applied to
production facilities.

6 Ms Sanaa Sairawan, Head of Service of Planning and Programs, and Mr. Hassan Hoteit, Head of Department of Urban Environmental
Protection expressed the MoE's views on decision 950/1 in written answers to questions prepared by researchers who worked on the present

paper.
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Prerogatives in cases of non-compliance

Though the industrial license is issued by the Mol, the MoE reserves the right to revoke that license in instances
where facilities were built that do not comply with environmental guidelines.

Licensed industrial establishments that are found to have loosened up their compliance to environmental guidelines
at later stages are served a preliminary warning for compliance by the MoE. The warning notice specifies a time
period for compliance and failure to comply may prompt the MoE to undertake legal action seeking to close down
manufacturing plants.

The CCIA-BML proposed that F&B manufacturers be allowed to comply by stages to internationally established
norms and regulations pertaining to products as well as production processes. It is the CCIA-BML's belief that
manufacturing enterprises in that sector are currently confronted with costly and demanding compliance with the
requisites of GMP, HACCP and ISO, and that this presents challenges that manufacturers can hardly meet over
the short term.

As a matter of fact, the Chamber believes that instigating compliance in that sector is a nation-wide task with
prerequisites of which involve substantial long-term investments in infrastructure and in the sector’s conformity
assessment chain.

Within that perspective, the Chamber's twin overriding concerns relate to public health and the environment.
Higher productivity, competitiveness, and easier access to export markets are consequential objectives of critical
importance to manufacturers.

In concert with the United Nations Industrial Development Organization (UNIDO), the Chamber proposes to
establish its own seal or certificate that would be awarded to food processing concerns that have complied with a
number of pre-set health and environmental parameters. Though short of the requisites of international standards,
these parameters may be deemed as deserving the Chamber’s seal of quality on condition the manufacturing
concern that met them has made a verifiable commitment to strive for full compliance with international standards.

In this context, producers applying for the Chamber's seal would have to undergo an environmental audit
conducted by any of the technical partners in the scheme. Subsequent to the technical assistance these partners
may have provided to producers, the Chamber reviews the measures taken in the compliance process, carries out
a gap analysis to ascertain what remains to be done, and evaluates producers’ commitment toward full compliance.
Only then would the Chamber’s logo and seal of compliance be granted to the producer.

The Chamber's involvement in the compliance process is intended to make it easier for producers to comply with
international standards by stages and hence preparing the grounds for full compliance.

This approach calls for an agreement with institutions from the public and private sectors that are able to assist in:

* Providing the environmental compliance know-how to interested producers among the Chamber's
members,

e  Providing the Chamber with environmental audit to producers,

e Securing financing where possible to meet compliance costs.
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Infrastructure and the allocation of industrial zones

To some producers, compliance with critical stipulations of ministerial decision 950/1 is either impossible or would
entail forbiddingly high costs due to inadequately built and maintained infrastructure in industrial zones and other
locations where their factories are established. Indeed, the cost burden of compliance is unbearable to producers
that are located in areas where no industrial waste disposal networks exist or where such networks either have
insufficient capacity or suffer from decades of neglect.

Aware of the fact that stop-gap solutions in matters relating to infrastructure would have minute impact on their
ability to comply with the stipulations of the ministerial regulation, producers are demanding government
intervention in the building of adequate waste disposal infrastructure in new industrial zones. These zones would
have to be allotted and developed by the government, rather than by private developers if land prices were to remain
affordable for industrial projects.

Addressing the problem of non-registered producers

The MoA has made it clear from the outset that the stipulations of decision 950/1 will apply to all F&B producers
irrespective of whether or not they have an industrial license from the Mol. Such resolve is in line with the prime
rationale behind the decision namely, food safety. The official argument in this context is that compliance with
the ministerial decision is a prerequisite for exporting and for locally marketing F&B products, whereas the set of
conditions that have to be met for industrial licensing are mostly administrative and affect only remotely the quality
and safety of F&B products.
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IV. STAKEHOLDERS

1. Producers and exporters

Producers and exporters of the F&B sector are the direct stakeholders impacted by ministerial decision 950/1.
Producers must ensure that their production is compliant to HACCP and GMP in order to be eligible for a health
number. This requires all firms to set right all non-compliant areas of their production ranging from premises and
infrastructure to production processes and packaging.

2. The Ministry of Public Health (MoPH)

In more aspects than one, the MoPH is directly concerned by ministerial regulation 950/1. Food safety, the prime
objective of the regulation under review, is one of the main ‘entryways’ to public health. The MoPH assumes pivotal
responsibilities in instances of pandemic outbreaks of infectious diseases, including those that are food-borne and
water-borne, be they triggered locally or introduced through imports. To carry out its duties in disease prevention,
control and eradication, the MoPH is granted broad regulatory and procedural prerogatives that could affect im-
ports as well as locally production of suspect items or categories of comestibles.

Also within the MoPH prerogatives are the licensing of, and health control over, water bottling enterprises, as
spelled out in decree number 108/83.

The MoPH had in the past issued regulatory circulars numbers 48 and 49 in 1999 requesting that bakeries and
mills should maintain cleanliness of work premises, set proper waste and wastewater disposal systems, and
provide adequate work place lightening and ventilation. And in decisions somewhat evocative of regulation 950/1,
the MoPH also required workers to have health certificates and to use protective equipment in the workplace.

The MoPH has the additional prerogative of intervening in instances of food poisoning, which further confirms its
position as a major stakeholder in the implementation of the current joint ministerial regulation 950/1.

As a matter of fact, the MoPH had issued circular number 81 in 2001 by which it set guidelines for food
poisoninginvestigations. Ininstances of contaminated food products, the circular calls foraMoPH probe of the suspect
factory. Such probe would involve checking for compliance with health conditions, checking on the state of health
of staff working at the factory, and sample testing products. Should the production process be deemed as the
cause of product contamination, the ministry would impose a product recall and the manufacturing facility would be
closed down pending verifiable remedial action.

Past attempts by the MoPH to impose controls on the F&B processing industries failed to put in place an
enforcement mechanism.

3. The Ministry of Environment

Solid and liquid waste disposal through an adequate sewage network is a key requirement of regulation 950/1 and
by the same stroke that requirement set the MoE as a direct stakeholder in the regulatory process being examined.

In line with its responsibilities and prerogatives defined by law 97/667, the MoE set in 2001 national standards
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for environmental quality. These specify for all industrial plants general emission limit of air pollutants and define
parameters for wastewater discharges and noise pollution.

In a bid to control pollution generated by F&B processing, the MoE issued two ministerial regulatory decisions in
the years 2000 and 2001. Decisions numbers 29/1 and 5/1 aimed at setting the general environmental guidelines
required for the establishment and operation of dairy products industries and vegetable and fruit preservation
industries, respectively. In 2010, the MoE extended its regulatory reach to olive mills, bakeries and roasting
industries.

Many of the requirements included in MoE regulatory decisions recur in regulation 950/1. Maintaining cleanliness
in working and storing areas, supplying workers with protective gear, setting up adequate ventilation systems, and
establishing waste disposal systems are examples of recurring requirements.

Had the legal and institutional framework enabled the MoE to fully enforce compliance with the guidelines it set,
manufacturers would have gone a long way in complying with the stipulations of regulation 950/1, as they would
have had the time needed for such compliance.

4. The Ministry of Agriculture

It was at the behest of the MoA that a regulatory attempt was undertaken that aims at improving the safety of locally
processed foods and beverages and reducing the environmental footprint of the food processing industry.

The MoA and the Mol jointly assume the supervision of ministerial decision 950/1.

5. The Ministry of Industry

The main objective of the Ministry of Industry is the development of national industries and the promotion of their
products. Through its industrial policies, the ministry also seeks to protect local production and promote Lebanese
exports.

By issuing decision number 950/1, jointly with the MoA, the Mol ensures that local production of the F&B sector is
compliant with international standards which confers it a better access to export markets.

6. The Ministry of Economy and Trade

Regulation 950/1’s main objective is getting food factories’ products to measure up to national and international
standards.

At the national level this would directly affect the Consumer Protection Directorate at the MoET. This department
states that one of its main goals is to ensure food safety in local markets. It is also evident that with the eventual
compliance of the factories, the Directorate’s job would be to oversee the final product as it mirrors the whole
manufacturing process.

However, the Directorate has a limited number of controllers in the field and its action cannot possibly cover all of
the country's retailers and restaurants.

The Directorate currently has only 172 controllers hired on a contractual basis. These controllers are in charge
of supervising the quality of food products sold on a national scale. Eleven of them cover the country’s southern
region, 23 are assigned for the northern region and 105 for the area of Beirut and Mount Lebanon.
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7. Government agencies

IR, established in 1953, is a Lebanese institution for studies, industrial research and scientific testing and analysis.
IRl is a not-for-profit institution, linked to the Mol and enjoys administrative and financial autonomy.

The activities and services of the Institute are organized to realize the following aims:

e To provide, on an international scientific level, reliable services in testing and analysis and to grant
certificates of quality or conformity with standards and purchase specifications

e To conduct studies and research relevant to the establishment of new industries

e To investigate and disseminate information about available raw materials with a view to defining their use
and establishing the best means for their exploitation

e To provide specialized technological, management and economic consulting services to existing industries
and industrial development schemes

e To maintain close co-operation with official institutions, industrial organizations, and development boards
both on the national and international levels in matters relating to the industrial development of the country

LIBNOR is a public institution attached to the Ministry of Industry. It was established by a law dated 23/7/1962
as the sole authority to issue, publish and amend Lebanese standards and to give the right to use the Lebanese
Conformity Mark (NL Mark).

National standards cover all products falling within the agro-food, chemical, construction, mechanical,
electro-technical and electromechanical sectors.

LIBNOR also provides both the private and public sectors with technical consultations, training courses and
seminars on Standardization, Quality Control and other subjects such as Food Hygiene, HACCP, GMP, and hence
can offer direct support during the compliance process of F&B producers.

LIBNOR has issued more than 1673 standards until December 2008. Most of them are adopted from international,
European and regional standards.

8. Laboratories

Labs constitute indirect stakeholders that are impacted by the decision. Producers need to test their products with
labs (private or government labs) in order to know whether or not they are compliant prior to the inspection of the
MoA. These labs must therefore ensure that they have all necessary equipment and tests for compliance. This proc-
ess might also call for staff training to put into service the new testing requirements.

9. Academic institutions

Teaching, research, laboratory and testing services, and outreach programs destined to the sector, are the main
contributions that academic institutions are best at providing.

Professionals in food science and technology, agronomists, agricultural and food engineers, and agri-business
specialists are what the F&B processing industries need to address the challenges of innovation, competitiveness
and compliance they are currently facing.
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In research and development, microbiological research focused on the detection of food-borne pathogens would
be of critical importance to the F&B industries. And so would R&D on technologies to process, store and package
toxin-free food and beverages. Valuable applied research could also examine the environmental impact of food
processing and recommend sector-specific environmental management systems.

Extensive practical training courses could also be designed in partnership with industry representatives, with
the objective of promoting expertise in international standards and food safety systems. Whereas short training
sessions could aim at upgrading the skills of existing workforce.

In Lebanon few universities have specialized programs offering degrees related to food science and safety.
The American University of Beirut (AUB) offers undergraduate and postgraduate degrees in food science and
management, agribusiness, and agricultural engineering. The Lebanese University (LU) offers degrees in food
science and technology and agricultural engineering, whereas Saint-Joseph University (USJ) offers graduate

degrees in Mediterranean agricultural and agro-food engineering.

Some of these institutions have strong research interests and undertake outreach activities in support of food
industries. The Faculty of Agriculture and Food Sciences at AUB has partnered with the Lebanese government,
UNIDO and other non-governmental organizations to establish a draft for a comprehensive food safety law and
was also a member of the committee to develop national Codex Alimentarius Standards. The Faculty also holds
workshops to train quality control managers and food service personnel.

To further strengthen industry-academia collaboration as the prime vehicle for the transfer of knowledge to F&B
producers, the USJ graduate programs in agro-food engineering and engineering of Mediterranean agriculture,
in collaboration with AUB, have launched the project “Agripole, the agro-technology business of the Bekaa”.
Agripole is a Business Development Center and a business incubator, with the mission to help create and develop
competitive Lebanese enterprises in the agricultural and food sector. The services provided by this Center include
strategic planning, corporate management, and training in quality control systems and standards, along with training
in business strategy and marketing. In addition to these services, Agripole allows young entrepreneurs to start their
own business with the least possible cost (rent, operating expenses and personnel costs) while providing them with
the needed financial, legal, commercial and technical expertise.

10. Trade associations

SLFI defines its core mission as one of seeking to develop the agro-food industrial sector in Lebanon. Striving to
improve the quality and competitiveness of products of the F&B industry also lies within the scope of the syndicate’s

core mission.

The SLFI has forthrightly reflected the standpoint of F&B industrialists on ministerial regulation 950/1 and has
actively participated in all five Working Group meetings and all four Working Committee meetings that were held in
the seven-month period September 2011-March 2012.

The Association of Lebanese Industrialists (ALI) represents all industrialists in Lebanon and seeks to
defend their interests. The association has been both initiator of, and active participants in, endeavors designed to
modernize industrial activity, attract investments to the sector, promote industrial exports, improve product quality,
and strengthen all links in the conformity assessment chain.

As such, the SLFI and the ALI represent the prime stakeholders affected by the ministerial decision under review.
Both associations have to dedicate more effort and resources to put forth means and alternatives that would
minimize their members’ costs of compliance with the ministerial decision.
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11. Consumers
There were 483 recognized cases of food poisoning in 2010, according to data compiled by the MoPH 7.

Irrespective of the reliability of official data on cases of food poisoning, consumer perception is that due to deficient
control and supervision, exposure to unsafe, unhygienic or adulterated food remains a lurking and hardly avoidable
risk.

The absence of a law on food safety®, overlapping ministerial mandates and prerogatives, and judicial sluggishness
are factors that combine to exacerbate consumer perception of vulnerability.

If thoroughly implemented, MoA decision 950/1 would signal to consumers that the F&B industry is subjected
to adequate supervision and controls on product safety and quality. This would contribute to building consumer
confidence in locally processed food and beverages.

Restaurants and catering enterprises would likewise hold the same perception that serious supervision and control
would eventually put at their disposal safer and better locally processed food and beverages.

12. Farmers

Farmers are expected to be affected by MoA decision 950/1 to the extent that local agricultural produce consti-
tutes a portion of inputs used by the F&B processing industries. The larger that portion is, the more far-reaching the
impact of the ministerial decision under review as F&B producers would seek to streamline the quality control
systems by, among other things, demanding better quality agricultural produce.

To farmers, the quality chain involves a series of links that starts with seed and fertilizer quality and the rationed
use of suitable pesticides, goes through the phases of post-harvest handling and storage, and ends with delivery
to producers.

Each link in that chain requires significant investment outlays that can hardly be financed through subsistence
farming.

Limited as its resources may be, the agricultural sector witness a surge in imports of agricultural machinery in 2011.

The sector’'s development, however, remains contingent upon more public expenditure being allocated to road,
power and irrigation infrastructure in addition to the provision of technical and scientific support from international
organizations and universities.

The MoA signed in 2011 a financial agreement with the European Union to launch the second phase of the

Agricultural and Rural Development Project (ARDP). The €14 million program will be implemented over four years
and aims at enhancing the performance of the agricultural sector through strengthening the institutional and
organizational capacity of MoA, improving access to credit to support rural development activities, and developing
agricultural infrastructure to promote sustainable water and land management.

7 A note of caution on MoPH numbers on food poisoning. These numbers could err on the downside as not all cases of food poisoning
are reported, either because they do not involve hospitalization, or because they are not distinctly identified as such. And certainly, not all cases
of food poisoning are attributable to products of the local F&B industry. Food handling and storage in homes, by catering enterprises, restaurants
and other public places could also be behind an unknown portion of cases of poisoning, and so could be uncontrolled imports and the products
of shanty ‘producers’.

8 A draft of a law on food safety has been submitted to Parliament in 2006, but has not yet been ratified.
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In parallel, MoA is currently financing a LL50 billion project that aims at upgrading the quality of packaging,
refrigeration and transportation of Lebanese agricultural exports.

13. International organizations

Food and Agriculture Organization (FAO) is the main United Nations agency dealing with all aspects of food
quality and safety and in all the different stages of food production: harvest, storage, transport, processing and
distribution. FAO and especially the Food Quality and Standards Service (AGNS) adopts the food chain approach
in managing food safety and quality, thus involving all actors in the food production chain in the responsibility of
supplying food that is safe and healthy.

In Lebanon, FAO has set the priority of promoting sustainable development of the agricultural sector.

One of FAQ's projects in Lebanon consists of improving the production of good quality and safe agricultural
products and upgrading institutional and operational capacities for managing food safety and quality systems.

At the regulatory and institutional level, FAO action seeks to improve regulatory systems for agricultural inputs at the
level of MoA as well as strengthening the Ministry’s inspection and quality control capacities, updating standards
and technical regulations pertaining to food safety, developing national programs for monitoring contaminants and
residues, and upgrading laboratory capacities.

UNIDO launched, in Lebanon and the Arab region, several integrated programs that focus on sustainable
development achieved mainly through the modernization of industries and the upgrading of agro-industrial sectors.

UNIDO lends support to Lebanese industries through projects promoting food safety, market access and
compliance and regulatory and institutional reforms.

The project titled “Market Access and Compliance for Lebanese Exports” (MACLE) launched in 2007 proved
beneficial to Lebanese industrial products, especially products of the F&B industries. The project focused on
labeling and packaging.

World Health Organization (WHO) is the directing and coordinating authority for health within the United
Nations. It is in charge for providing leadership on global health matters, setting norms and standards, proposing
evidence-based policy options, providing technical support to countries and monitoring and assessing health
trends. The Department of Food Safety and Zoonoses (FOS) at the WHO focuses on developing strategies
to prevent and control food-related risks, coordinating efforts for surveillance and detection of food-related
epidemics, providing technical support to member countries for building sustainable capacity and setting international
standards and promoting their implementation.

World Trade Organization (WTO) Lebanon has applied for accession to WTO in 1999 and it has been actively
seeking accession since. Some of the reforms that are still needed for joining the WTO involve monitoring the
compliance with international norms and standards and also with sanitary regulations. This is why the compliance
of Lebanese food industries with regulation 950/1 which imposes conditions throughout all processing stages
ensures the production of good quality, safe and hygienic food items that are more likely to abide by international
standards and norms hence satisfying some of the restrictions hindering Lebanon accession to WTO.
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The no regulation baseline

1. Cost bearers

i. Direct cost bearers:

Manufacturing enterprises in the F&B sector are the primary cost bearers, be they registered with the Mol or not.
To comply with ministerial decision 950/1, these enterprises have to sustain costs that are far from being uniform
in magnitude. These costs range from dauntingly high to the minor.

Excessively costly relocation may be the only solution in instances where inadequate or nonexistent sewage and
waste disposal network renders impossible compliance with certain conditions of the ministerial decision. On a
slightly lower rung of the cost scale are instances where compliance necessitates that the premises undergo major
engineering works. Lesser modifications in the structure of the premises or changes in the production line(s) setup
may give rise to moderate costs.

Producers may also have to budget outlays for advisory and staff training services, in addition to expenditure on
workers' health care.

The regulatory entities in charge of overseeing the implementation of the ministerial decision namely, the Mol
and the MoA in particular, have to fund the training of inspectors prior to the implementation of the decision.
Subsequently, and for as long as the decision applies, the MoA will have to retain inspectors who would conduct
periodic assessments of manufacturers’ continued compliance with the decision’s requirements.

To these costs should be added supervision and administration costs shouldered by the MoA.
ii. Indirect cost bearers:
The State budget: Lower public revenues

To the extent that compliance with the obligations of the ministerial decision is expected to reduce producers’ net
profit, or in extreme cases where compliance is impossible or too costly to be contemplated and would hence lead
to the closure of production facilities, the government could expect a reduction in corporate tax revenues.

Reduced tax revenues could also result from the government’'s assent to producer demands for a limited tax
exemption to allow them to finance the costs attached to compliance.

A reduction in employment due to layoffs resulting from closure of production facilities would further reduce tax

revenues.

Lower imports of raw materials due to reduced production will also negatively affect public revenues through lower
customs revenues.

Public investment in upgrading testing capacity

Inaccurate and often unreliable testing of F&B products hampers the ability of Lebanese production to
access export markets. Local labs issue certification of compliance to exporters which are not accepted in export
destinations. The need for investment in the upgrading of lab facilities and equipment is therefore pressing.
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Local raw material producers are key actors in the food and beverage supply chain. They are thus indirectly af-
fected by the implementation of the ministerial decision as these inputs are major determinants in the quality of
final products. As per the regulation, manufacturers bear the responsibility of testing all unprocessed supplies and
verifying their quality and safety before integrating them in the production process. Consequently, these producers
need to allocate outlays for the production raw materials and agricultural produce that are in conformity with food
safety norms and standards, if they are to maintain their market share and ward off substitution favoring higher
quality imports.

Consumers may be viewed as indirect cost bearers through loss of purchasing power in so far as producers are
able to reflect part or all of added production costs in higher prices.

Increased unemployment following the shut-down of noncompliant factories further reduces household purchasing
power.

iii. Induced cost bearers:

Business support organizations are the main induced cost bearers as they are expected to dedicate resources
to support F&B manufacturing enterprises. The CCIA-BML is expected to assume the larger part of such costs as
it will have to allocate financial and human resources in preparation for a sustained lobbying and advocacy effort in
support of an important sub-sector of manufacturing.

Another induced cost bearer is the government following the implementation of tax exemptions on producers and
of subsidies on imported raw materials provided these do not compete with local production. These incentives
would reflect in reduced government revenues and hence form an additional cost to the public sector.

i. Direct beneficiaries:
F&B producers are also the main beneficiaries from the application of regulation 950/1 to the extent that:

*  The improved safety and quality of their products, and improved public image of producers would contribute to
increased demand for F&B products both on the local and export markets.

»  Safer products obviously reduce food poisoning risks and resultant producer liability.

*  Over the long term compliance with the regulation would help reduce operating costs, as it requires a more
systematic management of production processes, which reduces waste in energy and raw materials.

* Also over the long term producers could aim at building up brand value and goodwill.

Also among direct beneficiaries are consumers who will benefit from the increased food safety through healthier
and better quality food and beverages and through reduced health hazards and concerns.

ii. Indirect beneficiaries:

The joint efforts of the Ministry of Agriculture and the Ministry of Industry to enforce and monitor health and
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technical inspection of F&B enterprises should create a favorable public perception of the gevernment-and
decision-makers. The public’s current perception of the public administration is that it is bureaucratic, inefficient,
and operating at near-zero productivity. Controls on quality are perceived to be ineffectual either due to insufficient
human resources or due to the absence of comprehensive enforcement mechanisms.

The retail, hospitality, and catering sectors would stand to benefit from the application of ministerial decision
950/1, as improved local product image would impact positively their turnover.

A cleaner environment and fewer public health hazards are among the expected societal benefits of the ministe-
rial regulation’s bid to mitigate air, water, and soil degradation caused by manufacturing firms.

Though the F&B sub-sector is the industrial sector’'s largest as well as the import-substituting manufacturing
activity, trade exchange in F&B has been generating a large and growing trade deficit in the past few years.

In 2011, Lebanon’s imports of F&B, excluding water and all alcoholic beverages, have exceeded F&B exports by
more than a billion dollars as the trade deficit in F&B widened by more than 70 percent over the past four years.
This deficit constituted 5.55 percent of the national trade deficit in 2008 and widened to attain 6.7 percent in 2011.
Import coverage, which had risen to slightly higher than 30 percent in 2008, fell back to less than 28 percent three
years later.

The trend for diminishing import coverage in F&B trade has mirrored the national import coverage trend, though the
F&B coverage ratio has been consistently higher than the national ratio. The difference was broadest in 2008 at
nearly nine percentage points and narrowest in 2007 at five percentage points.

Trade deficit in the F&B sector

(excluding water and all alcoholic beverages)

Imports Exports F&B
Trade import .
In In deficit Change covgra o Mational
Year in trade 9 import
thousand In tons thousand In tons deficit ( . coverage
$ $ (exports
imports)
2007 879,965 533,906 253,782 436,795 -626,183 28.84% 23.83%
2008 1,006,416 512,232 303,429 468,944 -702,987 12.3 % 30.15% 21.55%
2009 1,101,003 589,292 318,751 464,013 -782,252 11.3% 28.95% 21.45%
2010 1,278,692 646,677 372,717 506,228 -905,975 15.8% 29.15% 23.68%
2011 1,476,163 651,652 410,820 477,145 -1,065,343 17.6% 27.83% 21.16%

F&B sub-sectors

For the purpose of the study, data pertaining to 13 sub-categories of F&B were reviewed. Alcoholic beverages and
water were excluded, as the regulation does not apply to either.

Of the 13 F&B sub-sectors, 12 have persistently posted a trade deficit. In 2011, five of these sub-sectors

9 All figures are in current dollars
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accounted for nearly 80 percent of the overall F&B deficit. These were dairy produce, with a deficit of 27.26
percent, preparations of cereal and flour (13.83 percent), animal or vegetable fats or oils (14.28 percent), miscel-
laneous edible preparations (10.92 percent) and sugars and sugar confectionery (13.65 percent).

Only one F&B sub-sector namely, the fruits and vegetables sub-sector (HS 20) has been registering trade sur-
pluses over the past five years. Taken in dollar terms, the value of the sector’s exports grew by 75 percent in that
period, whereas its imports grew by nearly 48 percent. However, taken in weight, exports have diminished by 8.5
percent in the period under review whereas imports have increased by 19 percent.

Trade surplus of HS 20
Imports Exports Trade surplus

HS 20:

Preparations of

vegetables, fruit, Thousand $ Tons Thousand $ Tons Thousand $
nuts or other parts

of plants

2007 50,577 43,677 67,479 55,455 16,902
2008 56,631 43,422 86,054 55,223 29,423
2009 55,809 43,811 89,644 53,835 33,835
2010 62,415 48,301 96,702 58,058 34,287
2011 74,725 51,986 118,001 50,720 43,276
Trading blocs

The European Union is Lebanon’s largest supplier of F&B, with imports from the 27-nation bloc accounting for 37
percent of total F&B imports in 2011. Lebanon's F&B exports to the EU constituted 6.7 percent of the country’s
total F&B exports. In 2008, the value of Lebanon’s exports to the EU increased by 23.24 percent.

Arab countries are Lebanon'’s largest export makets with about 70 percent of the country’'s F&B exports going to
those markets over the past five years. Fluctuations in the value of exports to these markets implies that even though
these are the country’s largest export markets, they are also the least predictable. Upheavals in a number of Arab
countries are expected to impede Lebanon’s export growth potential.

The trade deficit with North American markets has been widening over the past five years. Not only has the value of
imported goods gone up, but that of exports has decreased as well. In 2007, exports to the United States, Canada
and Mexico represented 11.53 percent of total F&B exports. This share dwindled continuously reaching 7.86
percent as of 2011. Violations of product specifications and safety requirements and the consequent detention of
Lebanese exports at points of entry to these markets, is the most plausible reason for this decline.

Competitiveness
Trade numbers reflect a gradual erosion of the F&B relative competitiveness and growing difficulties in exporting.

In the absence of local regulation on product quality and compliance to internationally accepted specifications,
the tendency is for Lebanon’s F&B activity to keep on losing position on export markets. For the same reason, the
relative competitiveness of imported F&B products on the local market means that substitution would favor imports
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over local production.

The sector’s vulnerability was revealed in the period from mid-2007 to mid-2008 when a 37 percent spike in the
international price index for F&B undermined the sector’'s competitiveness to the extent that production relies mostly
on imported raw materials and semi-finished goods.

Export markets growing more protective and demanding

More of Lebanon’s export markets are imposing stringent conditions relating to food product safety. In the EU,
a Rapid Alert System for Food and Feed (RASFF) was put in place to facilitate the exchange information about
products that put public health at risk and about measures that have been taken or are to be implemented to
respond to these risks such as withholding, destroying or rejecting products. This system informs authorities
throughout the EU whenever food and feed items, judged non-compliant with EU food and safety standards are
detected on EU markets or at the borders.

Accordingly, information about Lebanese F&B products that are denied access into one European country due
to lack of conformity with the enforced specifications, is disseminated to all member states thus leading to these
products being rejected in the 27 EU countries.
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V. ESTIMATING COMPLIANCE COSTS: SURVEY AND FIELD VISITS

1. Objectives

The main objective of the survey is three-pronged: to reach a meaningful estimate of the magnitude of compliance
costs to manufacturers, to find out manufacturers’ expectations as to the potential benefits to be derived from
compliance and to reveal their ability and intention to shift compliance costs onto consumers.

The processing of responses to the survey was done on an exploratory basis: there was no a priori intention to
test the veracity of any particular hypothesis regarding any line of causation that might link one variable to another.
However, correlations between variable pairs are expectedly bound to emerge from the one-tailed Pearson
correlation analysis carried out by the statistical software used for the exercise.

Particular attention was therefore devoted to noting down correlations between compliance costs, which may be
viewed as a dependent variable, and one or more size-indicator independent variables such as labor force, operat-
ing surface of premises, production scale, and number of production lines.

Date of establishment is an additional independent variable that was presumed to be impacting the cost of
compliance. In older establishments, compliance may be expected to be relatively costlier for those manufacturing
concerns that had in the past carried out disorderly expansion and modifications to their premises.

Responses to the questionnaire also sought to find out whether producers already abiding by the requisites of
recognized standards might incur comparatively lower compliance costs than others.

2. The questionnaire

The survey's questionnaire is hence subdivided into three core sections. In a section on costs, respondents are
asked to evaluate the cost burden that each of 15 compliance requirement categories is expected to have. The
five-point scale for such evaluation includes an extreme alternative that expresses instances where costs are
deemed to be impossible to bear because they entail unaffordable re-location of premises; a second alternative
where costs are expected to be excessive, amounting to more than 80 percent the value of annual production and
requiring substantial borrowing; a third alternative where costs are expected to be excessive as they would require
outlays of 50 to 80 percent the value of annual production; a fourth where costs are expected to be high at 20 to
50 percent the value of annual production; and a fifth option where costs are anticipated to be moderate at less
than 20 percent annual production.

On the same 15 compliance requirement categories, respondents are asked to express their expectations
regarding the period over which compliance costs would stretch. The scale of alternative answers ranges from
compliance requirements the costs of which are expected to be incurred over less than one year to requirements
where costs are expected to spread over more than five years.

The section on benefits seeks answers on a five-point agreement scale on expectations pertaining to access to
export markets; local sales; risk of liability; reduced costs; labor productivity; quality products; efficient production;
overall productivity; and competition with imports.
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The third core section is intended to determine, on a five-point agreement scale, manufacturers’ views on their
market position and that of their competitors, and their expectations as to the impact of compliance on relative
market position and on product prices.

3. Expected results

The questionnaire was sent out to some 300 potential respondents from the food processing and beverages sector
of manufacturing industries. The aim was to secure responses from 45 manufacturers.

Noteworthy in this regard is the fact that none of the manufacturers contacted in the course of conducting a pilot
test of the questionnaire knew about the regulation. The text of the regulation under review had therefore to be sent,
along with the questionnaire, to prospective respondents some of whom called back seeking clarifications on the
regulation.

The critical implication of that fact is that respondents are unlikely to have conducted any thorough assessment of
the cost of meeting the 15 compliance categories — or any significant subset thereof — listed in the questionnaire.

Therefore, producers are more likely to come up with simple estimations of costs based mostly on subjective
perceptions of the violations and/or noncompliant areas, processes and practices that need to be addressed.
Being closer to rough reckonings, these estimates of compliance costs could reasonably be expected to err on one
side or the other of the more accurate cost magnitude.

4. Survey results of the CCIA-BML sample

Location and infrastructure

According to 58 percent of producers, the cost of rendering location and infrastructure adequate to the
requirements of the decision is moderate and would amount to less than 20 percent of their annual production.

To 16 percent of respondents this cost is viewed as high and is estimated to form 20 to 50 percent of annual
production.

Nine percent of food and beverages producers thought that rendering location and infrastructure adequate is
impossible and would hence be forced to relocate their factories.

Outlays on this cost item are expected to take place within a one-year period as perceived by 47 percent of
producers. An additional 25 percent of respondents viewed that the time frame of cost outlays will be between one
to three years and 13 percent expected that costs will be incurred over more than five years.

Premises

Around 70 percent of respondents answered that costs of rendering premises compliant with quality standards
required by the decision are moderate; costing less than 20 percent of annual production.

These costs were viewed as high by 20 percent of producers and a mere two percent considered them excessive
as they would cost them more than 80 percent of their annual production.

Spending on premises’ compliance will be incurred by a maximum of one year according to 64 percent of
participants. Whereas 20 percent estimated that these costs would take one to three years to meet the
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requirements of decision 950/1. Only seven percent stated that outlays on this cost item would take more than five

years.
Equipment

Investing in equipment and machinery to match the conditions of the decision is expected to cost less than 20
percent of annual production as expressed by 64 percent of producers. An additional 27 percent viewed that this
investment has a high cost estimated at up to 50 percent of annual production. A mere two percent stated that this
cost is excessive (more than 80 percent of annual production) and another two percent are not able to comply with

this requirement and have to relocate.

Around 67 percent of producers will incur costs on investing in equipment over one year, 24 percent estimated a
time frame of one to three years and a remaining 7 percent will need more than five years to meet the obligations of

the decision with respect to this factor.
Water supply

Setting up a clean water supply is anticipated to have a moderate cost (less than 20 percent of annual production)
by 87 percent of producers. This cost is viewed as high by 11 percent and as excessive by only two percent of

participants.

The adequate water supply requirement is expected to be fulfilled by no more than a one-year period by the
majority of producers (82 percent). Another 13 percent estimated that it needs between one to three years and the

rest were of the opinion that it would take more than five years.
Waste management

Cost of managing waste as stipulated by required standards, is previewed to be moderate by a high percentage

of producers (87 percent). Only 11 and two percent, respectively, answered that this cost is high and excessive.

Putting in place appropriate waste management procedures will require spending over one year estimated 73
percent of producers, 20 percent expected that they would need one to three years and seven percent will incur

costs over more than five years.
Human resources

The costs of maintaining quality standards pertaining to workers’ hygiene, health certificates and ensuring a safe
working environment are perceived as moderate by 82 percent of respondent producers. The rest had a mixed
opinion as to the magnitude of this cost: 13 percent thought it is a high cost, two percent stated that it is
excessive and requires substantial borrowing and the last two percent viewed that meeting this safety and hygiene

requirement is impossible due to inherent infrastructural deficiencies.

Outlays are expected to be incurred over no more than one year to fulfill this requirement according to 82 percent
of producers. Another 11 percent stated this adjustment is more likely to spread over one to two years and a mere

four percent argued that it would necessitate more than five years.
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Raw materials

Ensuring raw materials’ compliance with quality standards would cost 71 percent of producers less than 20
percent their annual production; a cost perceived as moderate. However, on the opposing view, 20 percent
considered this cost as high and nine percent as excessive, amounting to more than 80 percent of annual
production.

Costs incurred to make sure raw materials, additives and other input conform with the requisites of compliance are
expected to be stretched over less than one year by 71 percent of respondents. On the other extreme, 11 percent
assumed that these costs will be incurred over more than five years.

Production

Implementing a proper production process and setting guidelines for it constitute one of the major areas impacted
by the decision in that it touches on the core activity of companies that now need to amend their production
processes they have been using for years. Contrary to common expectations, this cost is considered as moderate
by a high number of producers (78 percent), whereas 13 percent viewed it as high and seven percent as excessive.

Worth mentioning is the fact that this cost item got the lowest percentage of producers (58 percent) answering that
the time frame of outlays is within a one-year period.

Costs are expected to be incurred over one to two years by 29 percent of participants and over more than five years
by nine percent.

Traceability

Putting in place traceability systems that would track inputs and final products is an essential requirement to
monitor and control quality in a sustainable manner. Producers stating that costs of implementing such systems are
moderate formed 78 percent of total respondents. On the opposing view, 16 percent viewed this cost as high and
seven percent as excessive.

As to the period of cost outlays, 62 percent stated that it will be up to one year, 24 percent said it's going to be
between one to three years, nine percent thought it will take from three to five years and the remaining answered
that it will stretch over more than five years.

Packaging

A proper package and packaging material are also among the pre-requisite of compliance; and in many instances,
products are denied access to export markets solely due to inappropriate packaging or labeling of the product.
Setting up a good packaging procedure is expected to cost less than 20 percent of annual production of 80
percent of producers. The remaining respondents had a divergent opinion; 17 percent viewed this cost as high and
two percent as excessive.

Costs of implementing adequate packaging procedures are expected to be incurred over no more than a year ac-
cording to 78 percent of industrialists, over one to three years for 18 percent and over more than three years by
four percent.
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Testing

Testing costs of raw materials and of final products constitutes a burden to most of the producers according to
representatives of the F&B sector that were part of the RIA working group. The survey reveals that 76 percent of
respondents consider testing costs as moderate, 20 percent as high and the remaining four percent think it is

excessive.

Costs of introducing new testing practices will be incurred over a maximum of one year as viewed by 78 percent
of respondents. Thirteen percent thought it will take between one and three years and nine percent needed more
than five years.

Warehousing

Food and beverages products are sensitive products that can cause instantaneous and serious hazards on
consumers and should hence be dealt with cautiously in all stages of the supply chain. These products need to be
adequately stored before distribution to retailers and end customers.

To 80 percent of producers, setting up proper warehousing facilities has a moderate cost. These costs were
considered as high and excessive by the same percentage of respondents (nine percent) and two percent stated
that they need to relocate their warehousing premises due to the impossibility of rendering them compliant with
required standards.

Transportation

Proper transportation is expected to cost less than 20 percent of annual production for 80 of producers, between
20 and 50 percent for 13 percent of respondents and between 50 and 80 percent for four percent of participants.

Nearly 76 percent of the sample answered that spending on transportation will stretch over less than a year, 18
percent affirmed that it will take an outlay period between one and three years and two percent said it is going to
take more than five years.

Management

Producers need to ensure sustainability of compliance to quality standards; this would necessitate an ongoing
control and monitoring of overall processes in factories. Managing compliance becomes therefore an inherent part
of the firm’s daily activity to which recurring costs are attached.

Producers that viewed this management cost as moderate formed 76 percent of total respondents whereas those
who thought this cost is high amounted to 13 percent and only two percent expected this cost to be excessive and
to require substantial borrowing.

Costs of adopting an adequate management system are expected to be incurred over less than a year by 64
percent of producers, 22 were of the opinion that outlays will take place during a period of one to three years and
the remaining respondents required a period of more than three years.

Training

Training of workers on new quality systems in line with HACCP and GMP will cost less 20 percent of annual
production as perceived by 80 percent of producers. Nine percent estimated that this cost will be high and only
two percent thought it was excessive.

42



Firms' budget allocated for training will be spent over less than one year according to 71 percent of producers, 18
percent will spend it over one to three years and four percent over more than five years.

Most respondents expected compliance with ministerial decision 950/1 to lead to easier access fo export
markets. When asked to express their views on the issue by responding according to a five-point agreement scale,
38 percent of participants in the survey said they strongly agreed with the statement that one of the benefits of
compliance with the ministerial decision is that it facilitates access to export markets. Respondents who said they
agreed with the statement represented 27 percent of total participants in the survey. Only 11 percent of respond-
ents answered by saying they either disagreed or strongly disagreed with the statement.

Forty percent of respondents said they agreed with the statement that compliance with the ministerial decision
under review will improve their sales on the local market, and 16 percent said they strongly agreed with that
statement. Of the remaining respondents, 22 percent expressed neutrality toward that statement and a similar
percent either disagreed or strongly disagreed with the statement.

Similar results were obtained in processing answers to a close corollary of the premise of improved local sales, as
27 percent of producers strongly agreed with the statement that compliance with the ministerial decision improved
their ability to compete with imports and the same percentage of respondents agreed with the statement. A third
of respondents said they were neutral on the issue and the remainder either strongly disagreed or disagreed with
the statement.

An overwhelming majority of respondents either agreed (44 percent) or strongly agreed (40 percent) with the
statement that one of the expected advantages of complying with the ministerial decision was a reduced risk of
liability through improved hygiene and health standards that may arise from the sale of unsafe food products.
Respondents’ opinion on the issue was quite strong as none said they strongly disagreed with the statement and
only four percent expressed disagreement, whereas the rest were neutral.

Nearly half of F&B producers who took part in the survey said they agreed (27 percent) or strongly agreed (22
percent) to the expectation that compliance with the ministerial decision in question would result in reduced
costs due to a better control over inputs and a reduction of defectuous products being turned out in their
factories. Twenty seven said they were neutral in this regard, whereas a quarter of respondents either disagreed (16
percent) or strongly disagreed (nine percent) with that premise.

A close corollary of the issue of less defectuous products was expressed in the question as to whether
respondents thought compliance with the ministerial decision led to better quality products. Answers to this
question were more trenchant as nearly three quarters of respondents either strongly agreed (40 percent) or
agreed (33 percent) with the statement. Sixteen percent said they were neutral and eleven percent disagreed. None
said they strongly disagreed.

To nearly two thirds of respondents, compliance with the ministerial decision is expected to improve labor
productivity through a healthier and more efficient workforce and less work accidents, a thirty eight percent of F&B
producers participating in the survey agreed with that expectation and 27 percent strongly agreed with it. Twenty
two percent said they were neutral in that regard and 13 percent said they disagreed. None of the respondents
strongly disagreed with the statement.

According to 31 percent of producers responding to the survey's questionnaire, compliance with the
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ministerial decision is expected to render the production process more efficient and less wasteful. Those who strongly
agreed with that assertion represented 27 percent of total respondents. Only two percent of respondents strongly
disagreed with the statement on efficiency and 18 percent disagreed with it, whereas 22 percent said they were
neutral regarding the issue.

Compliance with the regulation under review is expected to increase overall productivity according to 55 percent
of respondents: 42 percent of those agreed with the statement and 13 percent strongly agreed with it. Twenty two
percent expressed neutrality on the issue, whereas 16 percent disagreed and 4 percent strongly disagreed.

Another five-point Likert-type scale was adopted in the questionnaire in order to detect nuance in the expectations
of producers regarding the impact of compliance with ministerial decision 950/1 on product prices and competitive
position.

A significant 49 percent of respondents said they expected compliance costs to lead to higher market prices for
their products, whereas 36 percent said that these costs will probably be reflected in higher-priced products.
Seven percent of respondents said they were unsure about that line of causation and an equal proportion of survey
participants either said prices will probably not rise (two percent) or were sure that prices will not rise (five percent).

Producers had equally clear expectations regarding the impact of compliance costs on the product prices of their
competitors. Thus, 40 percent of respondents answered with a clear ‘yes’ to that question, meaning that they
definitely expected their competitors to raise their product prices in response to compliance costs incurred. A third
of respondents were less adamant and said compliance costs would probably induce competitors to raise their
product prices.

Eighteen percent of F&B producers who took part in the survey were not sure about compliance costs prompting
competitors to raise their product prices, whereas the answers to that question of the remaining nine percent of
respondents were equally split between a clear-cut ‘no’ or a more toned down ‘probably not'.

A significant 36 percent of producers expected that the market position of their company will improve after
compliance with decision 950/1, 29 percent stated that this will probably be the case. On the neutral, midpoint
of the scale, 22 percent were not sure whether or not their market position will improve following compliance.
Opponents of this view formed only 13 percent of respondents and were split between nine percent answering that
compliance will probably not improve their market position, and four percent affirming that they will not gain more
market share subsequent of their compliance.

Asked about their expectations regarding the change in the market position of their competitors following
compliance with the ministerial decision under review, participants in the survey who were positive about their
competitors’ position improving due to compliance constituted 36 percent of the total. Twenty nine percent of
respondents said their competitors’ position would probably improve on account of compliance and 22 percent
were not sure about that outcome. Eleven percent of respondents said competitors would probably not improve
their market position by complying with the regulation, whereas only two percent were surer that compliance would
bring no better market position to their competitors.

Judging from answers to a question intended to reveal the perception of participants in the survey regarding the
benefits and costs of compliance within their own companies, producers seem to lean toward expecting benefits to
exceed costs. Twenty two percent of respondents were positive that such was the case and the same proportion of
respondents said that this was probably the case. A significant fraction of respondents, 31 percent, said they were
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not sure whether the benefits to be derived from compliance surpassed consequent costs, whereas 13 percent
deemed it improbable that benefits would exceed costs and eleven percent expressed a more resolute opinion that
benefits will not exceed costs.

A close question pertaining to the perception of participants as to whether their competitors would generally
benefit relatively more from compliance yielded mixed response frequencies on the five-point expectations scale.
On the negative sections, 20 percent of respondents said competitors would probably not benefit relatively more
from compliance, and seven percent were surer in their expectations that competitors would not benefit more. On
the positive part of the scale, 27 stated that competitors will probably benefit from compliance and 13 percent were
sure of the added value of compliance to competitors. Worth mentioning on this matter is the fact that a reasonably
significant percentage (33 percent) of producers were inconclusive about the impact of such compliance on their

competitors.
Evaluate the benefits that will be gained upon Strongly Don't . Strongly
compliance to regulation 950/1: Agree Agree Know Disagree Disagree
Improve my company’s access to export markets 38 % 27 % 24 % 7 % 4%
Increase local sales 16 % 40 % 22 % 18 % 4 %
Reduce the risks of liability through improved hygiene 40 % 44 % 11 % 4%
and health standards
Reduce cgsts through a better control over inputs 29 0% 97 % 27 0% 16 % 9%
and reduction of defectuous products
Impr_ove labor productivity (he_althler and more 27 % 38 % 29 0 13 %
efficient workforce, less work accidents)
Better quality products 40 % 33 % 16 % 11 %
More efficient and less wasteful process 27 % 31 % 22 % 18 % 2%
Increase overall productivity 13 % 42 % 22 % 16 % 4 %
Improved ability to compete with imports 27 % 27 % 33 % 7 % 7 %

Correlations

The large number of variables in the questionnaire and similarities in the patterns of responses-are two factors that

account jointly for the emergence of a substantial 240 variable pairs that are significantly correlated.

The tables below identify nine variable pairs in the benefits section of the questionnaire and 14 variable pairs on the
costs side of the questionnaire that posted the highest correlation ratio.

On the benefits side, inter-correlations make solid economic sense:
e “Quality improvement” is strongly correlated with “access to export markets” and with “local sales”.
e ‘“Improved ability to compete with imports” is strongly correlated with “local sales”, with “quality improvement”,

and with “production process efficiency”.
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“Expected market position of respondent improving after compliance” is strongly correlated with “quality
improvement”.

“Expected market position of competitor improving after compliance” is strongly correlated with “expected
market position of respondent improving after compliance”.

Irrespective of economic sense and intuitive acceptance of the links between variable pairs, strong correlation does
not necessarily imply causality.

Significant correlation is a statistical description of a situation where response frequencies for one variable co-vary

with response frequencies for the other correlated variable. This does not necessarily mean that a causal link of any
direction joins the two correlated variables.

HIGHEST CORRELATIONS BETWEEN PAIRS OF COST VARIABLES
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Applying . .

HACCP .938 .811

Location and 709**

infrastructure '

Waste 733%

management '

Management 791

Premises (1) 724* \740**

Water () 784**

Production (t) .739**

Traceability (t) 724*

Packaging (t) .790**

Transportation 801* | .718*

(t) . .

Management (t) .807**

** Pearson correlation significant at the 0.01 level (1-tailed test)

(1) refers to variables in the section of the questionnaire relating to expected time frame over which costs will be incurred
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HIGHEST CORRELATIONS BETWEEN PAIRS OF BENEFIT VARIABLES
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after compliance?

**. Pearson correlation significant at the 0.01 level (1-tailed test)

1. Objective: Expert assessment of compliance costs

The research study had originally intended the quantitative section to include a survey based on a questionnaire
that would be answered by a group of 45 producers based on their own assessment of compliance costs, and field
visits to a different group of producers who would have to answer the same questionnaire with the differences that
the answers of that group would be based on precise engineering assessment of compliance costs.

In that sense, field visits that had to be made by experts were supposed to include 45 manufacturing concerns in
the sector of production affected by the regulation. Results that were expected from these visits should have made
it possible to compare perceived compliance costs with more accurate estimations of these costs.

A gap analysis and a cost analysis were expected to be done in accordance with the experts’ own templates for
such analyses, and an analytical review of that template was supposed to be submitted to the research team for
inclusion in the study.

None of this work was delivered to the research team.

Instead, 32 questionnaires '° that were partially filled by the contracted party some time after the alleged visits were
carried out.

10 Of the 32 questionnaires, one was discarded as invalid due to the fact that just about a quarter of its questions were answered.
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2. Comparing perceived compliance costs with actual costs

Answers from the remainder 31 questionnaires were duly processed and results were compared with those derived
from the sample of 45 producers.

Appendix G summarizes the results obtained from the 31 questionnaires.

A further step in data processing involved running an independent samples t-test intended to ascertain
whether there is a statistically significant difference between the responses on actual compliance costs of the 31
manufacturers visited and those on compliance costs as estimated by 45 manufacturers who responded to the
questionnaire on their own and according to their expectations of compliance costs.

Appendix J compares the mean and standard deviation of the frequencies for each variable in each of the two
samples, and appendix | compares the homogeneity of variance for each variable according to the Levene Test for

Equality of Variance in order to ascertain the significance of the difference in results obtained from the two samples.
Processing indicates homogeneity of the two samples

The t-test analysis reveals homogeneous results for the two samples (the CCIA-BML and the field visits samples)
at the five percent level of significance.

The results obtained from the two samples diverge on count of seven variables only out of a total of 30 variables'".

Comparing the two samples from a mean and standard deviation standpoints, it can be deduced that frequencies
resulting from the two lots have comparable means pertaining to each of the 30 variables.

However, standard deviations of these variables differ between the two samples in a distinctive way: variables relat-
ing to the magnitude of costs showed a bigger spread around the mean in the sample based on field visits. Vari-
ables pertaining to the period over which costs are expected to be incurred demonstrated a much smaller standard
deviation for the field visits sample compared to the results obtained from the CCIA-BML sample.

This homogeneity implies that results from field visits confirm those obtained from the CCIA-BML survey and hence
their impact on the overall assessment runs in the same direction as that already determined by the CCIA-BML
sample.

11 Of a total of 52 variables constituting the survey, only the 30 core variables relating to costs were compared between the two samples

48



VL. ASSESSMENT OF THE OVERALL IMPACT

In order to reach a bottom-line assessment of total benefits and costs, some 39 cost parameters and 30 benefit
parameters were identified and rated. In a bid to eliminate, or at least drastically reduce, the element of subjectivity
in the rating process, the attribution of a value for each parameter was derived from one or more of five sources of
information the research study drew on. These sources of information are: the study's own survey, direct interviews
conducted by the research team, official documents, and the study's working group discussions, and statistical
data.

The tables below substantiate the rating or grade assigned to each benefit and cost parameter, and relate survey
results to the assessment scale used.

Based on these tables, total values are reached for the benefits each category of stakeholders is expected to
reap and the costs it is expected to incur. The table below summarizes these values by stakeholder and reaches a
benefit-to-cost ratio of 1.16.

The ratio indicates that, based on the benefit and cost parameters identified, and on the values assigned to each of
these parameters, the benefits to be expected from ministerial decision 950/1 exceed that decision’s costs.

RIA assessment

Stakeholder Benefits Values
Producers subtotal 152
Business sector subtotal 9
Consumers/society subtotal 48
Farmers subtotal 10
Government subtotal 14

Laboratories subtotal
Academic institutions subtotal
International organizations subtotal

Total benefits 253
Stakeholder Costs

Producers subtotal 87

Consumers subtotal

Local raw material producers subtotal

Business Support Organizations subtotal 29

Government subtotal 60

Laboratories subtotal 16

Academic institutions subtotal 4

International organizations subtotal 4

Total costs 218

Benefit/Cost Ratio 253/218 =1.16



Appendix K sought to evaluate the risk of regulatory failure on the basis of 16 parameters for such risk. For
regulation 950/1 that risk was found to be minimal.

The highest scored obtained were for the following parameters:

*  Objectives of the regulation were perceived by the majority of producers as being very clear

*  The majority of producers were also convinced of the government's intention and ability to enforce the
regulation through inspection and constant monitoring

* Inter-ministerial cooperation and coordination in the application of the regulation were also clear to producers

. Producers showed no intention to legally challenge the enforcement of the regulation or to lobby against it

. Manufacturers were also certain of the outcome of the regulation and its implication on the sector

These assertions show producers’ significant understanding and acceptance of the regulation which render

regulatory failure unlikely.

BENEFITS TO:
ESTABLISHED PRODUCERS

Improved producer image

Improved product image

Improved access to export markets
Improved ability to compete with imports
Increased local sales

Reduced product liability

Improved product quality

Reduce costs through a better control over
inputs and reduction of defectuous products

Improve workers> productivity

More efficient and less wasteful
production process

Increased overall productivity

Reduced costs arising from consignments
being denied export market entry

Regulatory requirements render
market entry more costly thereby curbing
competition

Reducing unfair competition from hitherto
unregulated and unregistered producers

Tax exemptions (zoning)

Reduced tariffs on imported raw materi-
als (provided they don't compete with local
production)

Reduced testing fees
Subtotal producers
THE BUSINESS SECTOR AT LARGE

Larger turnover in retails, hospitality and
catering sectors

Subtotal business sector
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BENEFITS TO:
CONSUMERS/ SOCIETY

Safer products

Cleaner environment

Reduced health hazards

Job creation:

Ministries hiring of inspectors

Consulting firms issuing certifications

Producers hiring additional staff for quality management

Subtotal consumers/society

FARMERS

MoA subsidy under contract farming scheme acting as
incentive to improve produce

Subtotal farmers

MINISTRIES AND GOVERNMENT AGENCIES
Favorable public perception of public administration

Reduced spending on public health

Subtotal government

LABORATORIES
More income from testing for compliance

Subtotal laboratories

ACADEMIC INSTITUTIONS

Assistance from donor countries to finance support
programs to F&B industry

Subtotal academic institutions

INTERNATIONAL ORGANIZATIONS

Favorable public perception and proper channel of
resources

Subtotal international organizations
TOTAL

5
Substantial

Extent of impact

24

116

4

3

Large Moderate

24

137

Time Frame

2 1

Low Minimal
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COSTS TO:

PRODUCERS
Fixed costs
Investing in new equipment

Rendering production process compliant
to health standards

Rendering location and infrastructure adequate

Premises (cleanliness, pollution control, safety)
Setting up an adequate water supply
Putting in place traceability systems

Improving storage and warehousing to
fit health standards

Variable costs

Raw materials and additives compliant with the
regulation

Waste management

Workers (health certificates, regular check-ups,
personal hygiene)

Monitoring traceability systems

Use of adequate packaging

Testing of raw materials and final products
Maintenance of storage and warehousing
Maintenance of equipments

Maintenance of transportation

Employing additional staff for quality management
Training of existing staff

Employing consultants

Collecting and storing information required
by regulation

Management and control of compliance
Subtotal producers

CONSUMERS

Higher product prices

Subtotal consumers
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LOCAL RAW MATERIALS PRODUCERS
Compliance of raw materials to the regulation
Subtotal local raw material producers
BUSINESS SUPPORT ORGANIZATIONS

Specialized services to producers

Equipping laboratories run by Chambers of
Commerce

Advisory services to producers
Involvement in third-party supervision
Lobbying and advocacy

Subtotal Business Support Organizations

MINISTRIES AND GOVERNMENT AGENCIES

Supervision and administration

Hiring and training of inspectors
Building and maintaining adequate infrastructure

Cost of allocating land for industrial zones

Cost of subsidies to farmers in contract farming
scheme

Lower government revenues due to tax
exemptions

Lower government revenues due to reduced
customs duties on imports of raw materials

Subtotal government

LABORATORIES

Investment in advanced testing equipment
Reduce testing fees

Subtotal laboratories
ACADEMIC INSTITUTIONS

Resources dedicated to projects supporting
producers

Subtotal academic institutions
INTERNATIONAL ORGANIZATIONS
Advisory support to producers

Subtotal international organizations

TOTAL

5 4
5 4
3 3
3 3
3 3
3 3
2 3
14 15
3 5
3 5
5 4
5 4
5 5
3 5
3 5
27 33
3 5
3 5
6 10
2 2
2 2
2 2
2 2
90 128
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ViIl. RECOMMENDATIONS

1. Recommendations addressed to the government

® More coordination and consultations with the ministries involved in enforcing ministerial decision 950/1 are
needed with a view to reducing the risk of misinterpretation of some of the regulatory obligations on the part of
producers. Such misinterpretation could give rise to unwarranted penalties.

® Enforcing ministries should seek to facilitate producers’ access to long-term subsidized financing. Such
financing would be conditional upon producers undertaking to make the long-term investments needed for
compliance with ministerial decision 950/1.

® Special financing and tax exemption schemes should be put in place to support factories that can only comply
with the ministerial decision by re-locating.

® Ministries in charge of enforcing the ministerial decision under review could consider implementing compliance
by stages that can span over three to five years, and could cooperate with producers and business support
organizations to define those stages.

Ministries also ought to take into account in the checklist the specifics of each sub sector of the F&B industry
and assign different weights to compliance parameters depending on the sub sector and the type of production
used.

Inspectors need to be adequately trained in order to better assess the extent of compliance of factories and
render the inspection process accurate and consistent with the requirements of the checklist.

® Stringent zoning conditions imposed on F&B factories should be relaxed. F&B factories should be allowed to be
established anywhere in the country since they do not constitute a serious threat to the environment.

® This RIA estimated that 12 percent of companies in the food and beverages sector (nearly 100 companies)
are forced to relocate their factories due to inadequate infrastructure, hence the urgent need for financial and
logistic support to these factories.

2. Recommendations addressed to business support organizations

* Producers are dismayed at the manner in which crucially needed assistance is not being adequately channeled
to intended beneficiaries in the F&B sector. In their view, Chambers are better positioned to contact donors and
act as direct channels to assistance offered.

1. Recommendations addressed to the government

® The creation of an industrial zone dedicated to F&B producers is a project that would go a long way in facilitating
compliance with ministerial decision 950/1.

® FEquipping labs with adequate testing equipment in order to render more reliable the tests required by F&B
producers.
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Recommendations addressed to business support organizations

F&B producers expect business support organizations to help in securing financial and/or technical assistance
from international donor organizations to facilitate adopting traceability systems within the more general setup
of quality management. In particular, producers look up to the CCIA-BML, which already manages the bar
coding service in Lebanon, for support and assistance in the development of sector-specific traceability

systems.

Chambers of Commerce are expected to lobby for, and subsequently assume, an active role in third-party
inspection to ascertain producers’ compliance with obligations defined in the ministerial decision.

Producers expect Chambers of Commerce to negotiate on their behalf, within the framework of bilateral trade
negotiations and/or bilateral trade committees, more equitable terms governing product norms and conformity
assessment. They urge Chambers to coordinate on a bilateral basis provisions affecting Technical Barriers to
Trade (TBTs) and agreements on Sanitary and Phyto-sanitary (SPS) measures.

The F&B industries are practically the sole potential beneficiaries of any concerted effort leading to the
identification, delimitation and safeguard of the country’'s Geographical Indications (Gl) and products entitled
to Gl protection. Producers are convinced that Chambers of Commerce need to take the initiative of creating
a Gl association that would eventually join analogous EU associations and secure worldwide protection for
Lebanese food and beverage products linked to the country’s tradition and/or regions.

F&B producers expect Chamber of Commerce to take the initiative of creating and managing a quality label for
their products.

Recommendations addressed to the government

The rehabilitation and expansion of water supply and waste management infrastructure in industrial areas, and
more particularly in areas with high concentration of F&B manufacturers would render compliance on these two
counts both possible and less costly.
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A. ABBREVIATIONS

ALI: Association of Lebanese Industrialists
AQIS: Australian Quarantine and Inspection Service

AUB: American University of Beirut

CCIA-BML: Chamber of Commerce, Industry and Agriculture of Beirut and Mount Lebanon

FAO: Food and Agriculture Organization

FDA: Food and Drug Administration

GMP: Good Manufacturing Practice

HACCP: Hazard Analysis and Critical Control Points
IDAL: Investment Development Authority of Lebanon
IRI: Industrial Research Institute

LARI: Lebanese Agricultural Research Institute

LU: Lebanese University

MoA: Ministry of Agriculture

MoE: Ministry of Environment

MOoET: Ministry of Economy and Trade

Mol: Ministry of Industry

MoPH: Ministry of Public Health

NGO: Non-Governmental Organization

SLFI: Syndicate of Lebanese Food Industrialists
SPS: Sanitary and Phyto-Sanitary

TBT: Technical Barriers to Trade

UNIDO: United Nations Industrial Development Organization
USAID: United States Agency for International Development
USJ: University Saint-Joseph

WHO: World Health Organization

WTO: World Trade Organization
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C. COMPARATIVE TALLY OF VIOLATIONS OF PRODUCT SPECIFICATIONS:
LEBANON - SYRIA - JORDAN - SAUDI ARABIA

LAST 100 CASES OF PRODUCTS DENIED ACCESS TO US MARKETS - VIOLATIONS CITED

LEBANON JORDAN SYRIA SAUDI ARABIA
Sep2007-Aug2011 Jan2004 Oct2006 Jan2004
Aug2011 Sep2011 Aug2011

LABEL 59 60 48 65
MISBRANDING 35 27 25 32
ADMINISTRATIVE 30 19 45 6
FILTHY 13 12 5 38
SALMONELLA 7 13 13 2
UNSAFE COLOR ADDITIVES 19 18 11 15
PESTICIDES 1 2 3 8
CHEMICAL PRESERVATIVES 3 3 2
POISONOUS SUBSTANCES 1
EXCESSIVE SULFITES 1 1
AFLATOXIN 1
TOTAL 168 152 154 169
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D. IMPORTS AND EXPORTS OF FOOD AND BEVERAGES BY HS CODE

IMPORTS AND EXPORTS OF FOOD AND BEVERAGES BY HS CODE

HS Imports Exports
04: Dairy produce; birds> eggs; natural

pones Ao PGSO Thowond § Tons Thowewnd$  Tono g,
included
2007 213,324 63,894 8,331 13,866 -204,993
2008 226,241 53,614 9,454 11,463 -216,787
2009 253,445 70,058 8,816 10,769 -244,629
2010 272,130 71,319 9,218 11,617 -262,912
2011 299,495 66,175 9,103 6,751 -290,392
HS Imports Exports
08: Edible fruit_ and nuts; peel of citrus Thousand $ Tons Thousand $ Tons Trade
fruit or melons Balance
2007 69,258 36,095 53,159 318,802 (16,099)
2008 84,772 40,992 52,824 332,310 (31,948)
2009 100,216 43,642 55,885 335,618 (44,331)
2010 110,859 41,950 77,908 368,915 (82,951)
2011 115,166 42,175 71,981 299,776 (43,185)
HS Imports Exports
09: Coffee, tea, maté and spices Thousand $ Tons Thousand $ Tons BTrade
alance
2007 65,405 28,046 16,455 2,766 (48,950)
2008 71,568 25,032 15,240 2,624 (56,328)
2009 64,710 26,865 16,245 2,779 (48,465)
2010 78,682 28,477 17,859 3,125 (60,823)
2011 100,269 27,541 22,489 3,396 (77,780)
HS Imports Exports
e ™ Thowwd$  Tors  Towmd$  Ton
2007 15,907 26,475 662 1,682 (15,245)
2008 17,147 23,140 11,532 22,702 (5,615)
2009 20,355 33,988 7,831 13,5660 (12,524)
2010 24,412 41,697 6,636 8,732 (17,776)
2011 31,044 41,102 9,571 10,024 (21,473)
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HS

13: Lac; gums, resins and other veg-
etable saps and extracts

2007
2008
2009
2010
2011
HS
15: Animal or vegetable fats and oils

and their cleavage products; prepared
edible fats; animal or vegetable waxes

2007
2008
2009
2010
2011

HS

16: Preparations of meat, of fish
or of crustaceans, mollusks or
other aquatic invertebrates

2007
2008
2009
2010
2011

Imports Exports
Trade
Thousand $ Tons Thousand $ Tons Balance
1,225 169 (1,225)
1,429 142 7 4 (1,422)
1,501 169 19 5 (1,482)
1,528 182 17 10 (1,511)
1,829 211 63 15 (1,766)
Imports Exports
Thousand $ Tons Thousand $ Tons Trade
Balance
76,191 63,305 16,969 8,664 (59,222)
102,754 62,353 19,079 7,979 (83,675)
101,105 82,055 18,777 7,583 (82,328)
128,269 100,134 22,631 10,235 (105,638)
173,496 98,895 21,370 10,221 (152,126)
Imports Exports
Thousand $ Tons Thousand $ Tons Trade Balance
67,265 20,135 11,044 4,162 (56,221)
76,085 19,259 16,085 5,149 (60,000)
70,611 17,661 18,186 5,423 (52,425)
89,213 22,036 15,286 4,875 (73,927)
88,606 20,083 17,354 50,939 * (71,252)

* The number is based on Customs statistics but is inconsistent both with past years’ data and with price ratio
of same year's exports. The statistic is therefore not used in the analysis.

HS
17: Sugars and sugar confectionery

2007

2008
2009
2010
2011

HS
18: Cocoa and cocoa preparations
2007
2008
2009
2010
2011

Imports
Thousand $ Tons
2ol 172,676
84,560 61,988
104,441 79,726
142,655 90,668
175,992 93,949
Imports
Thousand $ Tons
50,914 14,023
54,536 12,646
62,871 12,175
74,045 13,850
181,320 59,962

Exports
Thousand $

20,822

23,695
24,663
25,992
30,538
Exports
Thousand $
14,185
18,101
17,900
29,058
32,130

Tons Trade Balance
4,596 (63,909)
5,018 (60,865)
4,835 (79,778)
4,794 (116,663)
8,549 (145,454)
Tons Trade Balance
4,596 (86,729)
5,018 (86,435)
4,835 (44,971)
4,794 (44,987)
51,363 (149,190)
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19: Preparations of cereals, flour,
starch or milk; pastry cooks> products

20: Preparations of vegetables,
fruit, nuts or other parts of plants

21: Miscellaneous edible preparations

22.09: Vinegar and substitutes for
vinegar obtained from acetic acid
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HS

2007
2008
2009
2010
2011
HS

2007
2008
2009
2010
2011
HS

2007
2008
2009
2010
2011
HS

2007
2008
2009
2010
2011

Imports
Thousand $

91,159
121,732
145,525
164,838
187,320

Imports

Thousand $

50,577
56,631
55,809
62,415
74,725
Imports

Thousand $

93,758
108,593
119,880
129,097
153,633

Imports

Thousand $

236
343
461
492
675

Tons

40,807
44,245
49,864
56,998
59,962

Tons

43,677
43,422
43,811
48,301
51,986

Tons

24,320
24,914
28,779
30,474
34,930

Tons

275
466
477
468
699

Exports
Thousand $

23,588
23,929
30,942
42,448
39,988
Exports

Thousand $

67,479
86,054
89,644
96,702
118,001
Exports

Thousand $

20,204
26,750
29,082
28,237
37,346
Exports

Thousand $

479
658
675
771
848

Tons

11,439
8,109

10,925
15,636
14,166

Tons

55,455
55,223
53,835
58,058
50,720

Tons

12,056
14,955
15,125
14,340
16,350

Tons

655
792
824
862
859

Trade Balance

(67,571)
(97,803)
(114,583)
(122,390)
(147,332)

Trade
Balance

16,902
29,423
33,835
34,287
43,276

Trade
Balance

(73,554)
(81,843)
(90,798)
(100,860)
(116,287)

Trade Balance

243
315
214
279



E. LARGEST F&B EXPORT MARKETS AND SUPPLIERS FROM 2007 TO 2011————

LARGEST F&B EXPORT MARKETS IN 2011

Rank Country Thousand $ Tons % of total F&B exports
1 Syria 77,738 160,025 18.92
2 Saudi Arabia 72,850 79,456 17.73
3 Jordan 39,205 26,642 9.54
4 Iraq 22,250 24,801 5.42
5 United States 22,106 6,956 5.38
6 Egypt 19,426 44,808 4.73
7 United Arab Emirates 19,252 21,564 4,69
8 Kuwait 18,978 45,061 4.62
9 Qatar 17,943 12,513 4.37

10 Canada 10,051 4,098 2.45
Total 319,799 425,924 77.84
Total F&B exports in 2011 410,820

LARGEST F&B SUPPLIERS IN 2011

Rank Country Thousand $ Tons % of total F&B imports
1 France 112,214 45,301 7.60
2 Egypt 104,494 64,612 7.08
3 Netherlands 90,156 27,381 6.11
4 Brazil 90,107 31,988 6.10
5 Saudi Arabia 80,560 31,662 5.46
6 Turkey 75,988 36,589 5.15
7 Syria 70,464 45,496 4.77
8 United States 63,684 17,739 4.31
9 Thailand 62,192 39,229 4.21

10 ltaly 57,425 25,183 3.89
Total 807,284 365,080 54.69
Total F&B imports in 2011 1,476,163
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LARGEST F&B EXPORT MARKETS IN 2010

Rank Country Thousand $ Tons % of total F&B exports
1 Saudi Arabia 63,253 81,910 16.97
2 Syria 62,263 163,787 16.71
3 Iraq 31,638 31,673 8.46
4 Jordan 25,036 29,795 6.72
5 United States 21,608 7,225 5.80
6 Egypt 20,969 60,545 5.63
7 United Arab Emirates 20,028 21,081 5.37
8 Kuwait 16,981 45,164 4.56
9 Qatar 15,776 12,649 4.23

10 Canada 10,172 4,315 2.73
Total 287,624 458,044 7717
Total F&B exports 372,717

LARGEST F&B SUPPLIERS IN 2010

Rank Country Thousand $ Tons % of total F&B imports
1 France 106,009 51,197 8.29
2 Netherlands 86,142 28,793 6.74
3 Syria 80,584 60,483 6.30
4 Brazil 77,689 31,194 6.08
5 Saudi Arabia 75,116 43,920 5.87
6 Egypt 69,274 42,467 5.42
7 Turkey 57,026 31,613 4.46
8 United States 56,600 19,351 4.43
9 Italy 52,484 25,601 410
10 Belgium 45,068 19,454 3.562

Total 705,992 353,973 55.21
Total F&B imports 1,278,692
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LARGEST F&B EXPORT MARKETS IN 2009

Rank Country Thousand $ Tons % of total F&B exports
1 Saudi Arabia 50,795 80,123 15.94
2 Syria 41,974 130,276 13.17
3 Iraq 27,777 34,836 8.71
4 United States 22,703 7,632 7.12
5 Jordan 22,296 27,796 6.99
6 United Arab Emirates 18,907 25,062 5.93
7 Kuwait 17,668 48,486 5.54
8 Egypt 15,190 44,301 4.77
9 Qatar 14,383 13,317 4.51

10 Canada 8,604 3,610 2.70
Total 240,297 415,339 75.39
Total F&B exports 318,751

LARGEST F&B SUPPLIERS IN 2009

Rank Country Thousand $ Tons % of total F&B exports
1 The Netherlands 87,631 32,425 7.96
2 Egypt 75,058 57,166 6.82
3 France 74,278 22,923 6.75
4 Brazil 71,788 45,428 6.52
5 Saudi Arabia 63,354 41,006 5.75
6 Syria 61,014 53,996 5.54
7 United States 53,284 14,525 4.84
8 Thailand 51,648 57,871 4.69
9 Turkey 45,900 23,528 417

10 Italy 45,599 20,284 4.14
Total 629,554 369,152 57.18
Total F&B exports 1,101,003
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LARGEST F&B EXPORT MARKETS IN 2008

Rank Country Thousand $ Tons % of total F&B exports
1 Saudi Arabia 46,384 96,631 15.29
2 Syria 38,242 125,071 12.60
3 Iraq 28,413 32,260 9.36
4 Jordan 21,606 25,157 7.12
5 United Arab Emirates 21,421 28,633 7.06
6 United States 20,497 7,050 6.76
7 Kuwait 16,500 47,218 5.44
8 Qatar 14,538 13,585 4.79
9 Egypt 13,657 41,208 4.50
10 Canada 9,575 3,785 3.16

Total 230,833 420,598 76.07
Total F&B exports 303,429

LARGEST F&B SUPPLIERS IN 2008

Rank Country Thousand $ Tons % of total F&B imports
1 Brazil 88,804 72,175 8.82
2 Egypt 80,707 41,725 8.02
3 France 66,943 23,041 6.65
4 Saudi Arabia 55,210 30,190 5.49
5 Netherlands 54,610 17,091 5.43
6 United Arab Emirates 42,645 59,190 4.24
7 Turkey 39,664 17,908 3.94
8 Syria 39,348 37,611 3.91
9 Thailand 39,224 25,014 3.90
10 Italy 37,261 16,384 3.70

Total 544,416 340,329 54.09
Total F&B imports 1,006,416
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LARGEST F&B EXPORT MARKETS IN 2007

Rank Country Thousand $ Tons % of total F&B exports
1 Syria 35,801 113,965 14.11
2 Saudi Arabia 34,132 86,182 13.45
3 United States 19,896 8,477 7.84
4 Kuwait 18,563 49,068 7.31
5 Iraq 18,088 21,293 7.13
6 Jordan 16,736 24,682 6.59
7 United Arab Emirates 16,353 28,986 6.44
8 Egypt 12,857 39,840 5.07
9 Qatar 11,314 11,283 4.46

10 Canada 9,267 4,633 3.65
Total 193,007 388,409 76.05
Total F&B exports 253,782

LARGEST F&B SUPPLIERS IN 2007

Rank Country Thousand $ Tons % of total F&B imports
1 Brazil 89,339 80,465 10.15
2 France 58,481 25,456 6.65
3 Egypt 51,789 34,165 5.89
4 Netherlands 48,891 19,260 5.56
5 Syria 42,866 38,002 4.87
6 Saudi Arabia 38,460 29,363 4.37
7 United Arab Emirates 36,535 58,564 4,15
8 Italy 32,927 19,906 3.74
9 Turkey 31,126 18,541 3.54

10 Thailand 30,939 25,679 3.562
Total 461,353 349,401 52.43
Total F&B imports 879,965
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F. SURVEY RESULTS/ CCIA-BML SAMPLE

A. SURVEY RESULTS/CCIA-BML SAMPLE

PROFILE OF RESPONDENTS

Workforce Frequency | Percent Surface Frequency | Percent
Less than 10 8 17.8 Less than 100 m2 1 2.2
Between 10 and 50 27 60.0 Between 100 m2 and 300 m2 10 22.2
Between 50 and 100 3 6.7 Between 300 m2 and 500 m2 5 11.1
More than 100 7 15.6 More than 500 m2 29 64.4
Total 45 100.0 Total 45 100.0

PROFILE OF RESPONDENTS

Date of establishment | Frequencies | Percent
40 years and older 9 20.0
Between 30 and 39 99 48.9
years
Less than 10 years 8 17.8
Total 39 86.7

PROFILE OF RESPONDENTS

Production scale Frequency | Percent
Less than $100,000 %) 4.4
Between $100,000 and $300,000 8 17.8
Between $300,000 and $500,000 2 4.4
More than $500,000 33 73.3
Total 45 100.0
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Product lines Frequency Percent To a |arge extent 7 15.6
One 7 15.6 To some extent 2 4.4
Between 2 and 5 25 55.6
Between 5 and 10 13.3 e i G
More than 10 7 15.6 Total 32 7141
Total 45 100.0 Missing 13 28.9
Compliant with Leba-
N e Frequency Percent Total 45 100.0
Yes 25 55.6 Member of SLFI Frequency Percent
To a large extent 14 31.1 Yes 21 46.7
To some extent 2 44 N = —
No 1 2.2 ° :
Total 49 933 Total 26 57.8
Missing 3 6.7 Missing 19 42.2
Total 45 100.0 Total 45 100.0
Compliant with Codex :
. . Frequency Percent
Alimentarius
Yes 11 24.4 Member of CCIABML  Frequency Percent
To a large extent 11 24.4
Yes 41 91.1
To some extent 2 4.4
No 13 28.9 No 1 2.2
Total 37 82.2 Total 42 93.3
Missing 8 17.8 Missing 3 6.7
Total 45 100.0
Applying HACCP Frequency Percent Total e 100.0
Yes 7 15.6
To alarge extent 10 22.2 Member of ALI Frequency Percent
To some extent 5 11.1 v 08 69,9
No 16 35.6 ©s :
Total 38 84.4 No & 8.9
Missing 7 15.6 Total 32 71.1
Total 45 1000 Missing 13 28.9
Applying GMP Frequency Percent
Yes 8 17.8 Total 45 100.0
To a large extent 10 22.2
To some extent 7 15.6 Other membership Frequency Percent
No 13 28.9
Yes 7 15.6
Total 38 84.4
. No 2 4.4
Missing 7 15.6
Total 9 20.0
Total 45 100.0
) Missing 36 80.0
Applying ISO Frequency Percent
Yes 19 26.7 Total 45 100.0
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COSTS

Rendering external location and

Expected
costs:

moderate

Expected
costs:

high

Expected
costs:

excessive

Expected
costs:
excessive,
requires
substantial
borrowing

Impossible,
requires
unaffordable
relocation

. 58 % 16 % 7 % 11 % 9 %
infrastructure adequate

Pre.m|ses ( |nt.ernal .bum.:hng layout, 69 % 20 % 9% 2 %

drainage, sanitary, lighting)

_Produc’_uon eql_upment (sterll!zathn, 64 % 27 % 4% 2 % X
inspection, maintenance, calibration)

Clean water supply 87 % 11 % 2 %

Waste management and disposal

including main sewage and water 87 % 11 % 2 %

drain

Workers (health certificates, regular

medical check-ups, personal 82 % 13 % 2 % 2 %
hygiene)

Raw materials and additives>

compliance with norms and 71 % 20 % 9 %

standards

Production procedures 78 0% 13 0% 7 %

documentation

Implementation of a traceability 78 % 16 % 7 %

system

Packaging and labeling compliance 80 % 18 % 2 %

Laborgtory testing equipment and 76 % 20 % 4%

materials

Warehousing and distribution 80 % 9 % 9 % 2%
Transportation 80 % 13 % 4 %

Food safety management cost 76 % 13 % 9 % 2%

Cost of training 80 % 9% 7 % 2%
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TIME FRAME OF COSTS

Outlays: Outlays Outlays Outlays

over: over: over:
Less than 1

VELS 1to3years 3to5years More than
5 years

Rendering external location and infrastructure 47 % 04 % 16 % 13 %
adequate

Premlses (internal building layout, drainage, sanitary, 64 % 20 % 9% 7 0%
lighting)

Prqductlon qulpmgnt (sterilization, inspection, 67 % 24 % 2 0% 7 0%
maintenance, calibration)

Clean water supply 89 % 13 % 4%
Waste management gnd disposal including main 73 0 20 % 7 0%
sewage and water drain

Workers  (health cert'lflcates, regular medical 89 % 11 % 2 0% 4%
check-ups, personal hygiene)

Raw materials and additives> compliance with norms 71 % 13 % 2 % 11 %
and standards

Production procedures documentation 58 % 29 % 4% 9%
Implementation of a traceability system 62 % 24 %% 9% 4%
Packaging and labeling compliance 78 0% 18 % 2 % 20k
Laboratory testing equipment and materials 78 0 13 % 9%
Warehousing and distribution 73 0 18 % 4% 4%
Transportation 76 % 18 % 4% 2 %
Food safety management cost 64 % 29 % 9% 4 %
Cost of training 71 % 18 % 7 % 4%
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BENEFITS

Evaluate the benefits that will be gained upon
compliance to regulation 950/1:

Improve my company»s access to export markets

Increase local sales

Reduce the risks of liability through improved
hygiene and health standards

Reduce costs through a better control over inputs
and reduction of defectuous products

Improve labor productivity (healthier and more
efficient workforce, less work accidents)

Better quality products

More efficient and less wasteful process
Increase overall productivity

Improved ability to compete with imports

COMPETITIVENESS

Do you expect compliance costs to be reflected in higher

prices for your product(s)?

Do you expect your competitors to raise their product

prices due to compliance costs?

Do you expect your company>s market position to
improve after compliance?

Do you expect the market position of your competitors to

improve after compliance?

Within your company, do you expect the benefits of

compliance to exceed the costs of compliance?

Do you expect your competitors to benefit more from

compliance?
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Strongly
Agree Agree
38 % 27 %
16 % 40 %
40 % 44 %
22 % 27 %
27 % 38 %
40 % 33 %
27 % 31 %
13 % 42 %
27 % 27 %

Don't
Know

24 %
22 %

11 %

27 %

22 %

16 %
22 %
22 %
33 %

[\ [o]

Yes Probably Sure

49 %

40 %

36 %

36 %

22 %

13 %

36 %

33 %

29 %

29 %

22 %

27 %

7 %

18 %

22 %

22 %

31 %

33 %

Disagree

7 %
18 %

4 %

16 %

13 %

11 %
18 %
16 %
7 %

Probably

not

2 %

4 %

9 %

11 %

13 %

20 %

Strongly
Disagree

4 %
4 %

9 %

2 %
4 %
7 %

No

4 %

4 %

4 %

2 %

11 %

7 %



G. SURVEY RESULTS/FIELD VISITS SAMPLE

COSTS
Expected
Expected Expected Expected costs: Impossible,
costs: costs: costs: excessive, requires
. unaffordable
moderate high excessive reqU|re§ relocation
substantial
borrowing
Renc.ienng external location 77 % 7 % 16 %
and infrastructure adequate
Premises ( internal building
layout, drainage, sanitary, 77 % 7 % 16 %
lighting)
Production equipment
(sterilization, inspection, 81 % 7 % 13 %
maintenance, calibration)
Clean water supply 77 % 7 % 13 %
Waste management and
disposal including main 77 % 7 % 16 %
sewage and water drain
Workers (health certificates,
regular medical check-ups, 81 % 7 % 13 %
personal hygiene)
Raw materials and additives>
compliance with norms and 81 % 7 % 13 %
standards
Production procedures 81 % 7 % 13 %
documentation
Implemgptatlon of a 81 % 7 % 13 %
traceability system
Packagmg and labeling 81 % 7 % 13 %
compliance
Laboratory testing equipment 81 % 7 % 13 0%
and materials
Warehousing and distribution 77 % 7 % 16 %
Transportation 81 % 7 % 13 %
Food safety management 81 % 7 % 13 %
cost
Cost of training 81 % 7 % 13 %
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TIME FRAME OF COSTS

Outlays: Outlays Outlays
Outlays over: over:
over:
CELELE 3 to 5 years More than
year 1 to 3 years
5 years
Rendering external location and infrastructure 16 % 74 0% 10 %
adequate
Prepnses_( mFernaI building layout, drainage, 49 % 49 % 10 %
sanitary, lighting)
Pro_ductnon equ_men_t (sterilization, inspection, 36 % 55 % 10 %
maintenance, calibration)
Clean water supply 48 % 42 % 10 %
Wgste management and dlgposal including 39 % 59 % 10 %
main sewage and water drain
Workers (health certlflca.tes, regular medical 45 % 45 % 10 %
check-ups, personal hygiene)
Raw materials and additives> compliance with 48 % 49 % 10 %
norms and standards
Production procedures documentation 39 % 52 % 10 %
Implementation of a traceability system 39 % 52 % 10 %
Packaging and labeling compliance 45 % 45 % 10 %
Laboratory testing equipment and materials 48 % 42 % 10 %
Warehousing and distribution 36 % 55 % 10 %
Transportation 48 % 42 % 10 %
Food safety management cost 45 % 45 % 10 %
Cost of training 48 % 42 % 10 %
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H. SURVEY RESULTS/CCIA-BML AND FIELD VISITS SAMPLES COMBINED ———

COSTS
Expected
Expected Expected Expected costs: Impossible,
costs: costs: costs: excessive requires
equi es’ unaffordable
moderate high excessive " relocation
substantial
borrowing
Renderlng external location and 66 % 12 % 4% 7 0% 12 %
infrastructure adequate
Prelmlses ( |nt.ernal lel(#lng layout, 70 0 15 % 506 1% 7 %
drainage, sanitary, lighting)
Eroduc’Flon qulpment (sterll!zatl(?n, 71 0% 18 % 306 1% 7 %
inspection, maintenance, calibration)
Clean water supply 83 % 9 % 1% 5 %
Waste management and disposall
including main sewage and water 83 % 9 % 1% 8 %
drain
Workers (health certificates, regqlar 89 0% 11 % 1% 7 %
medical check-ups, personal hygiene)
Raw njaterlals. and additives’ 75 % 15 % 5% 5 %
compliance with norms and standards
Production procedures 79 % 11 % 4% 5 %
documentation
Implementation of a traceability 79 % 12 0% 4% 50
system
Packaging and labeling compliance 80 % 13 % 1% 5 %
Laborgtory testing equipment and 78 0% 15 % 306 506
materials
Warehousing and distribution 79 % 8 % 5 % 1% 7%
Transportation 80 % 11 % 3 % 5 %
Food safety management cost 78 % 11 % 5 % 1% 5 %
Cost of training 80 % 8 % 4 % 1% 5%
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TIME FRAME OF COSTS

Outlays: Outlays Outlays Outlays
over: over: over:
Less than 1to3 3to 5 More than
1 year

years years 5 years
Rendering external location and infrastructure adequate 34 % 45 % 13 % 8 %
Eremlses (internal building layout, drainage, sanitary, 55 06 39 0% 9 % 4%
lighting)
Pro_ductnon equ_men_t (sterilization, inspection, 54 % 37 % 5% 4%
maintenance, calibration)
Clean water supply 68 % 25 % 4% 3%
Waste management apd disposal including main 57 % 36 % 4% 4%
sewage and water drain
Workers (health certlflca.tes, regular medical 67 % 25 0% 1% 1%
check-ups, personal hygiene)
Raw materials and additives> compliance with norms 62 % 25 0 5% 7 %
and standards
Production procedures documentation 50 % 38 % 7 % 5 %
Implementation of a traceability system 53 % 36 % 9% 3%
Packaging and labeling compliance 65 % 29 % 5 % 1%
Laboratory testing equipment and materials 66 % 25 % 4 % 5 %
Warehousing and distribution 58 % 33 % 7 % 3 %
Transportation 65 % 28 % 7 % 1%
Food safety management cost 57 % 32 % 9 % 3 %
Cost of training 62 % 28 % 8 % 3 %
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T-TEST ANALYSIS OF THE CCIA-BML AND FIELD VISITS SAMPLES

Workforce

Surface

Production
scale

Product lines

Location and
infrastructure

Premises

Equipment

Water

Waste man-
agement

Workers

Raw materials

Production

Traceability

Equal variances
assumed

Equal variances
not assumed

Equal variances
assumed

Equal variances
not assumed

Equal variances
assumed

Equal variances
not assumed

Equal variances
assumed

Equal variances
not assumed

Equal variances
assumed

Equal variances
not assumed

Equal variances
assumed

Equal variances
not assumed

Equal variances
assumed

Equal variances
not assumed

Equal variances
assumed

Equal variances
not assumed

Equal variances
assumed

Equal variances
not assumed

Equal variances
assumed

Equal variances
not assumed

Equal variances
assumed

Equal variances
not assumed

Equal variances
assumed

Equal variances
not assumed

Equal variances
assumed

Levene's
Test for

Equality of
Variances

4.122

32.395

22.144

9.124

.023

8.644

2.491

19.454

27.801

6.364

6.378

9.638

9.339

Sig.

.046

.000

.000

.003

.880

.004

A9

.000

.000

.014

.014

.003

.003

95%
t-test for Confidence
Equality Interval of
of Means the
Difference
C| | o o, [ SaE | Lover | U
.035 74 972 .006 .184 -.360 .373
.038 72.547 .970 .006 .168 -.329 .342
-2.598 74 011 -.461 177 -.815 -107
-2.907 68.404 .005 -.461 159 777 -.145
-2.035 74 .045 -.372 .183 -.736 -.008
-2.287 67.396 .025 -372 .163 -.697 -.047
.698 74 488 .128 .183 -.237 492
.768 71.776 445 .128 .166 -.204 459
-.803 74 424 -.268 .334 -.933 .397
-.793 61.709 431 -.268 .338 -.944 .408
1.022 74 310 .265 .260 -.252 .782
916 40.730 .366 .265 .290 -.320 .851
272 74 .786 .070 .256 -.440 .579
.251 46.720 .803 .070 277 -487 .626
2.028 73 .046 444 219 .008 .881
1.711 32.682 .096 444 .260 -.084 973
2.369 74 .020 .554 .234 .088 1.020
2.018 33.381 .052 .554 .275 -.004 1.112
1.182 74 .241 .292 247 -.200 .784
1.076 43.828 .288 .292 271 -.255 .838
.868 74 .388 .203 234 -.263 .668
772 39.501 445 .203 .263 -.329 .734
1.338 73 .185 .308 .230 -151 .766
1.185 37.880 .243 .308 .260 -.218 .834
1.278 74 .205 .292 .228 -163 747
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95%

Levene's

Packaging

Testing

Warehousing

Transportation

Management

Training

Location and
infrastructure-
time

Premises- time

Equipment-
time

Water- time

Waste
management-
time

Workers- time

Raw materials-
time
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Equal variances
not assumed

Equal variances
assumed

Equal variances
not assumed

Equal variances
assumed

Equal variances
not assumed

Equal variances
assumed

Equal variances
not assumed

Equal variances
assumed

Equal variances
not assumed

Equal variances
assumed

Equal variances
not assumed

Equal variances
assumed

Equal variances
not assumed

Equal variances
assumed

Equal variances
not assumed

Equal variances
assumed

Equal variances
not assumed

Equal variances
assumed

Equal variances
not assumed

Equal variances
assumed

Equal variances
not assumed

Equal variances
assumed

Equal variances
not assumed

Equal variances
assumed

Equal variances
not assumed

Equal variances
assumed

Test for t-test for Confidence
Equality of Equality Interval of
Variances of Means . the

Difference
1.124 37.804 .268 292 .260 -.234 .818
14.129 .000 1.634 74 .106 .3568 219 -.079 .795
1.409 35.003 .168 .358 .254 -.168 .875
10.281 .002 1.296 74 .199 .292 .225 -157 .740
1.132 36.781 .265 292 .258 -.231 .814
10.818 .002 1.459 74 149 376 .258 -.138 .890
1.302 40.262 .200 376 .289 -.208 .960
12.448 .001 1.570 73 121 .363 .225 -.095 .802
1.376 36.277 177 .363 .257 -167 .874
4.745 .033 .835 74 406 .203 .243 -.281 .687
.755 42.513 454 .203 .269 -.339 .745
6.946 .010 1.186 73 .239 .285 .240 -194 .764
1.071 41.276 .290 .285 .266 -.252 .823
22.345v .000 .096 74 .924 .020 210 -.398 438
.108 66.785 914 .020 .186 -.352 .392
2.862 .095 -.521 74 .604 -.100 191 -.481 .282
-.553 73.896 .682 -.100 .180 -.458 .259
1.379 .244 -1.419 74 .160 -.253 178 -.608 .102
-1.496 73.434 .139 -.253 .169 -.590 .084
2.225 .140 -2.183 74 .032 -.346 .159 -.662 -.030
-2.196 65.901 .032 -.346 .158 -.661 -.031
.607 .438 -2.175 74 .033 -.374 172 ~717 -.031
-2.285 73.168 .025 -.374 .164 -.701 -.048
.336 .564 -1.883 74 .064 -.334 177 -.688 .019
-1.960 72.119 .054 -.334 170 -674 .006
2.250 .138 -311 73 .756 -.067 217 -.499 .364




Production-
time

Traceability-
time

Packaging-
time

Testing- time

Warehousing-
time

Transporta-
tion- time

Management-
time

Training- time

Equal variances
not assumed

Equal variances
assumed

Equal variances
not assumed

Equal variances
assumed

Equal variances
not assumed

Equal variances
assumed

Equal variances
not assumed

Equal variances
assumed

Equal variances
not assumed

Equal variances
assumed

Equal variances
not assumed

Equal variances
assumed

Equal variances
not assumed

Equal variances
assumed

Equal variances
not assumed

Equal variances
assumed

Equal variances
not assumed

Levene's
Test for

Equality of
Variances

3.161

2.166

2.251

.058

.335

.985

1.190

152

.080

145

.138

.810

.564

.324

2719

.698

95%

t-test for Confidence
Equality Interval of
of Means the
Difference
-.336 72.136 .738 -.067 .201 -.467 .332
-.338 74 .737 -.065 .193 -.450 .320
-.361 73.998 719 -.065 .181 -.425 .295
-.861 74 .392 -.154 179 -511 .202
-.905 73.136 .369 -.154 170 -494 .185
-2.384 74 .020 -.356 149 -.654 -.058
-2.360 62.327 .021 -.356 151 -.658 -.055
-1.131 74 .262 -213 .188 -.588 162
-1.191 73.404 .237 -213 179 -.569 .143
-2.025 74 .046 -.342 .169 -.678 -.005
-2.106 72.025 .039 -.342 162 -.666 -018
-1.784 74 .079 -.280 1567 -592 .033
-1.788 65.090 .079 -.280 .156 -.592 .033
-.619 74 .538 -112 181 -472 .248
-.647 72.666 519 -112 173 -.456 .232
-.953 74 .344 -.168 177 -521 .184
-.988 71.661 .326 -.168 170 -508 171
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J.

COMPARING THE TWO SAMPLES

PARAMETERS

Workforce

Surface

Production scale

Product lines

Compliant with Lebanese standards

Compliant with Codex

Applying HACCP

Applying GMP

Applying ISO

Member of SLFI

Member of CCIABML

Member of ALI

Location and infrastructure

Premises

Equipment

Water

Waste management

Workers

Raw materials

Production

Traceability
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Original
Field
Original
Field
Original
Field
Original
Field
Original
Field
Original
Field
Original
Field
Original
Field
Original
Field
Original
Field
Original
Field
Original
Field
Original
Field
Original
Field
Original
Field
Original
Field
Original
Field
Original
Field
Original
Field
Original
Field
Original
Field

45
31
45
31
45
31
45
31
42
31
37
31
38
31
38
31
32
31
26
28
42
31
32
29
45
31
45
31
45
31
45
30
45
31
45
31
45
31
44
31
45
31

Mean

2.20
2.19
3.38
3.84
3.47
3.84
2.29
2.16
1.50
1.03
2.46
1.19
2.79
3.81
2.66
2.84
2.38
3.81
1.19
1.07
1.02
1.00
1.13
1.10
4.02
4.29
456
4.29
4.49
4.42
4.84
4.40
4.84
4.29
4.71
4.42
4.62
4.42
4.73
4.42
4.71
4.42

Deviation

919
543
912
454
944
454
920
523
707
180

1.260
543

1.189
543

1.169
523

1.314
601
402
262
154
.000
336
310

1.390

1.488
755

1.488
869

1.361
424

1.380
424

1.488
787

1.361
650

1.361
585

1.361
589

1.361

Std. Error

137
.097
.136
.082
141
.082
137
.094
.109
.032
.207
.097
.193
.097
.190
.094
.232
.108
.079
.050
.024
.000
.059
.058
.207
.267
113
.267
.130
.244
.063
.252
.063
.267
17
.244
.097
.244
.088
.244
.088
.244



Packaging

Testing

Warehousing

Transportation

Management

Training

Location and infrastructure- time

Premises- time

Equipment- time

Water- time

Waste management- time

Workers- time

Raw materials- time

Production- time

Traceability- time

Packaging- time

Testing- time

Warehousing- time

Transportation- time

Management- time

Training- time

Original
Field
Original
Field
Original
Field
Original
Field
Original
Field
Original
Field
Original
Field
Original
Field
Original
Field
Original
Field
Original
Field
Original
Field
Original
Field
Original
Field
Original
Field
Original
Field
Original
Field
Original
Field
Original
Field
Original
Field
Original
Field

45
31
45
31
45
31
44
31
45
31
44
31
45
31
45
31
45
31
45
31
45
31
45
31
44
31
45
31
45
31
45
31
45
31
45
31
45
31
45
31
45
31

4.78
4.42
4.71
4.42
4.67
4.29
4.77
4.42
4.62
4.42
4.70
4.42
1.96
1.94
1.58
1.68
1.49
1.74
1.27
1.61
1.40
1.77
1.31
1.65
1.55
1.61
1.64
1.71
1.56
1.71
1.29
1.65
1.40
1.61
1.40
1.74
1.33
1.61
1.53
1.65
1.44
1.61

AT71
1.361
.549
1.361
.739
1.488
.522
1.361
.747
1.361
.701
1.361
1.086
512
917
.653
.843
.631
.688
.667
.809
.617
.821
.661
1.066
.667
.933
.643
.841
.643
.626
.661
.889
.667
.780
.631
.674
.667
.842
.661
.813
.667

.070
244
.082
244
110
.267
.079
244
11
244
.106
244
.162
.092
137
117
.126
113
.102
.120
121
11
122
119
161
.120
.139
115
125
115
.093
BIRIS
.133
120
116
113
.101
.120
.126
119
121
.120
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K. ASSESSMENT OF THE REGULATION

o Reasonably Not .

To th f :
o the majority of producers Very Clear Clear Cloar Clear Confusing  Score
The objectives of the regulation are N 5
Regulatory obligations are perceived as J 3
being
Perception of benefits to be derived from J 4
the regulation is
Very strong  Strong Middling Weak Non-
existent

Producers> willingness to comply with the J 3

stipulations of the regulation is

Producers> expectations that enforcing
ministries will be attentive to their + 4
interests are

Producers perception that chances of J 3
regulation’s objectives will be met are

The government>s will to enforce the J 5
regulation is perceived as being

The governmentss ability to enforce the J 5
regulation is perceived as being

Inter-ministerial cooperation and coordina- J 5

tion in the application of the regulation is

I Non-

Very strong  Strong Middling Weak existent
Possibility of producers misinterpreting J 3
regulatory obligations
Producers> lobbying for some J 3
modifications in enforcement procedure is
Producers intention to legally challenge J 5
the enforcement of the regulation is
Producers> lobbying against the J 5
regulation is
Producers perception of uncertainty J 4

generated by the regulations is

Factors affecting government>s ability to
sustain enforcement of the regulation are N 4
perceived as being

Very Intricate Reasonably Simple Non-exist-

complicated difficult P ent
Related issues that also need to be
addressed through additional regulations N 2
are
External factors affecting ability to comply J o
are
Conclusion: Regulatory failure is 76.47%

improbable
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Parameters Explaining the parameters

THE REGULATION

The objectives of the regulation

Regulatory obligations

how clear are the requirements of the ministerial regulation

Perception of benefits to be derived
from the regulation

how aware producers are of the advantages that the regulation offers

Producers> willingness to comply with
the stipulations of the regulation

the extent of producers> readiness to adhere to the stipulations of the
regulation

Producers> expectations that
enforcing ministries will be attentive to
their interests

the extent of producers> anticipation that ministries involved in the
regulation will cooperate with them

Producers perception that chances of
regulation>s objectives will be met

the extent of producers belief that the regulation will fulfill all the
envisioned benefits

The government>s will to enforce the
regulation

the intention of the government implementing the regulation through
inspections and constant monitoring, as seen by producers

The governments ability to enforce the
regulation

the extent of the governments capability to employ the tools needed
to ascertain the implementation of the regulation

Inter-ministerial cooperation and
coordination in the application of the
regulation

the strength or weakness of coordination and organization of the
work and effort across involved ministries

Producers> lobbying for some
modifications in enforcement procedure

through business support organizations such as Chambers of Com-
merce and the Syndicate of Lebanese Food Industrialists

Producers> intention to legally challenge
the enforcement of the regulation

whether producers intend to go to court to legally suspend the imple-
mentation of the regulation

Producers> lobbying against the
regulation

Producers perception of uncertainty
generated by the regulations

the extent of producers> indecision on the outcome of the regulation

Factors affecting government:s ability to
sustain enforcement of the regulation

such as the succession of ministers, lack of budgeting, number of
inspectors

Related issues that also need to be
addressed through additional
regulations

such as zoning, tax exemptions, subsidized, long-term loans

External factors affecting ability to
comply

such as the state of the infrastructure, and quality and compliance
controls on imported products
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L. ASSESSMENT SCALE

Interpretation of survey results

Assessment scale Explanation

Extent of impact

Costs to:

Established producers

75% and more of respondents perceive costs as being more than 80% of the value of

Substantial their annual production or as being impossible to meet as they would require unaffordable
relocation

Large Between 51% and 74% of respondents perceive costs as being between 50% and 80% of

9 the value of their annual production

Up to 50% of respondents perceive costs as being up to 50% of the value of their annual

Moderate .
production

Low Between 51% and 74% of respondents perceive costs as being between less than 20% of
the value of their annual production

Minimal 75% and more of respondents perceive costs as being less than 20% of the value of their
annual production

Consumers

. 50% and more of respondents expected compliance costs to be reflected in higher prices

Substantial . . .
for their products as well as those of their competitors

Large Between 50% and 75% of respondents expected either a definite or a probable rise in

9 product prices

Moderate Between 50% and 75% of respondents expected either a definite or a probable rise in
product prices or they were uncertain of the consequence

Low Between 50% and 75% of respondents think increasing prices is out of the
question or not probable

Minimal 50% and more of respondents think increasing prices is out of the question

Benefits to:

Established producers

50% and more of respondents strongly agree on the benefits reaped upon

Substantial compliance to the regulation
Between 50% and 85% of respondents either strongly agree or agree on the benefits
Large . .
derived from the regulation
Between 50% and 85% of respondents either strongly agree, agree or hold neutral stand
Moderate . . ;
towards the benefits derived from the regulation
Low Between 50% and 85% of respondents either disagree or strongly disagree on the benefits
derived from the regulation
Minimal 50% and more of respondents strongly disagree on the benefits reaped upon compliance

to the regulation

Costs to:
Producers
. 80% and more of respondents perceive the period over which costs of compliance would

Substantial . . .
be incurred as being more than five years

Large Between 60% and 79% of respondents believe it will take them up to five years to incur all

9 costs of compliance

Moderate Between 60% and 79% of respondents believe it will take them up to three years to incur
all costs of compliance

Low 80% and more of respondents believe it will take them up to three years to incur all costs of
compliance

Minimal 80% and more of respondents believe it will take them less than a year to incur all costs of

compliance
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M. EXPLAINING COSTS AND BENEFITS PARAMETERS

Parameters

Explaining the parameters

Justifying the assessment grade

and final products

standards

COSTS TO: Extend of impact Time frame
PRODUCERS
Fixed costs
Investing in new Render it compliant with quality
cqui mgnt standards (HACCP and GMP) Based on survey results Based on survey results
uip imposed by regulation 950/1
Rendering production Render it compliant with quality
process compliant to standards (HACCP and GMP) Based on survey results Based on survey results
health standards imposed by regulation 950/1
Rendering location and Render it compliant with quality
. 9 standards (HACCP and GMP) Based on survey results Based on survey results
infrastructure adequate ) .
imposed by regulation 950/1
Brenttes (e Render it compliant with quality
. ! standards (HACCP and GMP) Based on survey results Based on survey results
pollution control, safety) | . .
imposed by regulation 950/1
Setting U an adequate Render it compliant with quality
watergsu P | 4 standards (HACCP and GMP) Based on survey results Based on survey results
PRl imposed by regulation 950/1
Putting n place Required by imposed quality Based on survey results Based on survey results
traceability systems standards
Improving storage and . . .
warehousing facilities in Required by imposed quality Based on survey results Based on survey results
. . standards
line with health standards
Variable costs
RaVY _materlals and Compliance imposed by quality Based on survey results Based on survey results
additives standards
Waste management ] gy el Gy Based on survey results Based on survey results
standards
Workers (health
certificates, regular Required by imposed quality Based on survey results Based on survey results
check-ups, personal standards
hygiene)
Monitoring traceability Required by imposed quality Based on survey results Based on survey results
systems standards
Use of fadequate Required by imposed quality Based on survey results Based on survey results
packaging standards
Testing of raw materials Required by imposed quality Based on survey results Based on survey results

Maintenance of storage
and warehousing

Required by imposed quality
standards

According to Working Group
discussions

According to Working
Group discussions

Maintenance of
equipments

Required by imposed quality
standards

According to Working Group
discussions

According to Working
Group discussions

Maintenance of
transportation

Required by imposed quality
standards

According to Working Group
discussions

According to Working
Group discussions

Employing additional staff
for quality management

Pre-requisite for the
implementation of compliance

According to Working Group
discussions

According to Working
Group discussions

Training of existing staff

Pre-requisite for the
implementation of compliance

Based on survey results

Based on survey results
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Employing consultants

tion of compliance

Pre-requisite for the implementa-

According to Working Group
discussions

According to Working
Group discussions

Collecting and storing
information required by
regulation

Imposed by regulation 950/1

Mentioned by Ministry
officials

Mentioned by Ministry
officials

Management and control
of compliance

Requirement of sustainable
compliance

Based on survey results

Based on survey results

CONSUMERS

Higher product prices

Based on survey results

Based on survey results

LOCAL RAW MATERIALS

PRODUCERS

Compliance of raw
materials to the regulation

Required by imposed quality
standards

Farmers will incur

substantial costs to improve
the quality of their
production, especially with an
underdeveloped and poorly
regulated agricultural sector

Large time is needed for
farmers to upgrade their
production and render their
products compliant with quality
and health standards, especially
with the lack of government
financing to the primary sector

BUSINESS SUPPORT ORGANIZATIONS

Specialized services to
producers

Facilitating compliance process

According to the CCIA-BML

According to the CCIA-BML

Equipping laboratories
run by Chambers of
Commerce

Facilitating compliance process

According to the CCIA-BML

According to the CCIA-BML

Advisory services to
producers

Facilitating compliance process

According to the CCIA-BML

According to the CCIA-BML

Involvement in third-party
supervision

Facilitating compliance process

According to the CCIA-BML

According to the CCIA-BML

Lobbying and advocacy

Facilitating compliance process

According to the CCIA-BML

According to the CCIA-BML

MINISTRIES AND GOVER

NMENT AGENCIES

Supervision and adminis-
tration

Cost inherent to implementation
of the decision

According to Ministry
officials

According to Ministry
officials

Hiring and training of
inspectors

Cost inherent to implementation
of the decision

According to Ministry
officials

According to Ministry
officials

Building and maintaining
adequate infrastructure

Pre-requisite for compliance of
producers

According to Working Group
discussions

According to Working
Group discussions

Cost of allocating land for
industrial zones

Facilitating compliance process

According to Working Group
discussions

According to Working
Group discussions

Cost of subsidies to
farmers in contract
farming scheme

Facilitating compliance process

If subsidies are to be provided
for high quality agricultural
production, as stated by Ministry
officials, costs sustained by the
government will rise with the
increase in farmers efforts to
produce compliant goods

Subsidies for farmers are
ongoing efforts to support
the agricultural sector and
government will hence sus-
tain these costs over a long
period of time

Lower government
revenues due to tax
exemptions

Facilitating compliance process

As per the recommendations of
Working Group members, the
two zoning approaches adopted
by IDAL and the Ministry of
Industry are to be modified, so
industries in broader and more
remote areas benefit from tax
exemptions.

In case tax exemption plan is
amended, lost tax revenues
would be permanently
sustained by the government
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Lower government
revenues due to reduced
customs duties on
imports of raw materials
used as inputs in F&B
industries

Facilitating compliance process

In support of F&B industries,

to Ministry officials

government agencies are con-
sidering lowering customs du-
ties on imports of raw materials
provided they do not compete
with local production, according

If this policy is put into
practice, lasting losses in
customs revenues are to be
sustained by the government

LABORATORIES

Investment in advanced
testing equipment

Reduce testing fees

Resources dedicated to
projects supporting
producers

Advisory support to
producers

Required by imposed
quality standards

Required by Ministry

Facilitating compliance
process

Facilitating compliance
process

According to Ministry
officials and Working Group
discussions

Government agencies

are currently working out
agreements with public and
private laboratories in order
to reduce testing fees for
F&B industries, as stated by
Ministry officials

ACADEMIC INSTITUTIONS

Based on the CCIA-BML
past cooperation with
academic institutions as
well as on Working Group
discussions

INTERNATIONAL ORGANIZATIONS

Based on the CCIA-BML
experience in cooperation
with international organiza-
tions and also based on
Working Group discussions

According to Ministry officials
and Working Group
discussions

If this policy is executed,
laboratories would
permanently incur losses in
revenues

Based on the CCIA-BML past
cooperation with academic
institutions as well as on
Working Group discussions

Based on the CCIA-BML
experience in cooperation with
international organizations and
also based on Working Group
discussions




Explaining the

Justifying the assessment

Parameters
parameters grade
BENEFITS TO Extend of impact Time frame
ESTABLISHED
PRODUCERS

Improved producer image

Certified through the health
number for producing safe
and healthy goods

According to Working Group
discussions

According to Working Group
discussions

Improved product image

According to Working Group
discussions

According to Working Group
discussions

Improved access to export
markets

As an aftermath of products
compliance with health and
quality standards

Based on survey results and
on trade statistics

According to Working Group
discussions

Improved ability to compete
with imports

Based on survey results

According to Working Group
discussions

Increased local sales

As a consequence of better
product image and higher
consumer confidence

Based on survey results

Producers improving the
safety and quality of their
goods will benefit from
increased local sales over a
substantial period of time

Reduced product liability

Through improved hygiene
and health standards

Based on survey results

In line with compliant
production process, good
quality management and
constant reliable testing,
producers would guarantee
sustained reduction in
product liability

Improved product quality

Based on survey results

Reduce costs through a
better control over inputs
and reduction of defectuous
products

By setting up traceability
systems

Based on survey results

According to Working Group
discussions

Improve workers> productivity

With a healthier and more
competent workforce

Based on survey results

According to Working Group
discussions

More efficient and less
wasteful production process

Through setting guidelines to
production process, con-
ducting constant mainte-
nance, implementing health
standards

Based on survey results

According to Working Group
discussions

Increased overall productivity

Based on survey results

According to Working Group
discussions

Reduced costs arising from
consignments being denied
export market entry

Reduced market entry
restrictions through better
compliance with export mar-
kets conditions

According to Working Group
discussions

According to Working Group
discussions

Regulatory requirements
render market entry more
costly thereby curbing com-
petition

Hence improving the local
market position of industries
in the F&B sector

If quality standards are
enforced on imports, as
proposed by Working Group
members and industrialists
in general, local producers
would benefit from lesser
competition from imports on
local market
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Reducing unfair competition
from hitherto unregulated
and unregistered producers

The stipulations of the deci-
sion apply to all manufactur-
ing facilities equally, be they
licensed by the Mol or not

According to Working Group
discussions

According to Working Group
discussions

Tax exemptions (zoning)

To support industries efforts
to adhere to the regulation,
especially when relocation is
required

As per the recommendations
of Working Group members,
the two zoning approaches
adopted by IDAL and the
Ministry of Industry are to

be modified, so industries

in broader and more remote
areas benefit from tax
exemptions.

In case tax exemption plan is
amended, lost tax revenues
would be permanently sus-
tained by the government

Reduced customs duties

on imported raw materials
(provided they don't compete
with local production)

Ministerial efforts to reduce
production costs of the sec-
tor and improve its competi-
tiveness

In support of F&B
industries, government
agencies are considering
lowering customs duties on
imports of raw materials
provided they do not
compete with local
production, according to
Ministry officials. If this policy
is implemented, producers
would lower their
production costs and higher
their competitiveness and
profit margins

Reduced testing fees

As part of ministerial initia-
tives to support industries

Government agencies

are currently working out
agreements with public and
private laboratories in order
to reduce testing fees for
F&B industries, as stated by
Ministry officials

If this policy is executed,
laboratories would
permanently incur losses in
revenues

THE BUSINESS SECTOR
AT LARGE

Larger turnover in retails,
hospitality and catering sec-
tors

Improved image by serv-
ing high quality and safe
products

According to Working Group
discussions

According to Working Group
discussions

CONSUMERS/ SOCIETY

Safer products

Cleaner environment

Reduced health hazards

When health hazards are
caused by product safety at
the production level or by
environmental degradation
caused by F&B industries

Consumers will permanently
enjoy less health hazards if
continuous governmental
monitoring is executed

Job creation:

Ministries hiring of inspectors

In order to execute efficient
inspections and monitoring

According to Ministry officials

According to Ministry officials

Consulting firms issuing
certifications

In high demand by industries
seeking compliance

Producers hiring additional
staff for quality management

Thus better job prospects for
graduates and skilled labor

According to Working Group
discussions

According to Working Group
discussions
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FARMERS

MoA subsidy under contract
farming scheme acting as
incentive to improve produce

Governmental support for
farmers to improve the quality
of agricultural production

MINISTRIES AND
GOVERNMENT AGENCIES

Favorable public perception
of public administration

Appreciation of governmental
efforts

Serious and transparent
efforts that serve consum-
ers wellbeing will be highly
praised and appreciated by
the public

Provided constant and
efficient monitoring of quality
standards is implemented by
government agencies

Reduced spending on public
health

Following less health hazards
caused by F&B products

When spending is related

to health hazards caused by
product safety at the produc-
tion level

Following the permanent
reduction in health hazards

LABORATORIES

More income from testing for
compliance

As frequent testing is
henceforth mandatory by the
regulation

Increase in producers de-
mand for testing is partially
offset by reduction in testing
fees, as promised by Ministry
officials

Producers are compelled to
execute constant testing for
raw materials, additives and
final products, hence the
perpetual revenues gained
by laboratories

ACADEMIC INSTITUTIONS

Assistance from donor
countries to finance support
programs to F&B industry

Such as funding academic
research and/or financing
laboratories upgrade

According to Working Group
discussions

According to Working Group
discussions

INTERNATIONAL
ORGANIZATIONS

Favorable public percep-
tion and proper channel of
resources

More efficient and transpar-
ent assistance to beneficiar-
ies in the F&B sector

According to Working Group
discussions

According to Working Group
discussions
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Chamber of Commerce Industry

FROM THE AMERICAN PEOPLE and Agriculture

of Beirut and Mount-Lebanon ¢l J12g wigpu oné

The present regulatory impact analysis was carried out by
the Chamber of Commerce, Industry and Agriculture
of Beirut and Mount Lebanon
in fulfilment of a contract with USAID WTO project for Lebanon
(Booz Allen Hamilton)
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