-
526

THE INDUSTRY INSTITUTE, BEIRUT - LEBANON

ATMS AND ACHIEVEMENTS

ADNAN A,R. HAMMUD

" Submitted in partial fulfilment for the requirements
of the degree Master of Business Administration
at the American University of Beirut, Lebanon,"
June, 1963,



ACKNOWLEDGEMENTS

The writer deeply acknowledges the great help and
persistent encouragement received from Dre. Munir E, Attiyah,
Director of the Industry Institute, from Mr. Kamal Saad and
Mr, Sameer Samaha as well as a host of other staff members
for their contributory information and valuable commentse I
also wish to express my gratitude for faculty members of the
Business Administration Department, A word of thanks to my
adviser Dr. Suheil E, Elia for his guidance.

A.A.R. l.

June, 1963
American University of Beirut

= iii =



PREFACE

On July 1950, the Arab Engineering Conference held
its fourth meeting in Beirut at the invitation of the
Engineering Associations in Lebanon. The decision taken by
the Industrial Coordinating Committee was to establish in
every Arab country an institute for scientific and industrial
research on lines paralell with that of Fouad I Institute
in Egypt (UAR) set up in 1945, This marked the first serious
consideration to a quasieofficial recommendation for the
creation of a national institution to cater for the difficulte
ies and problems of local industries and to cope with
questions of development and growth,

The ultimate purpose behind such a recommendation
was to establish a permsnent scientific centre of specialized
knowledge and experience fully able and equipped to gather
and develop technical data and information, and offer
professional services to industry in the form of economic
and technical studies,

Desirous to achieve a rapld economic development,

many Arab countries have found the best means is through
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industrialization. One reason has been because it offers

the fullest and speediest way of increasing the rate of
growthe Another reason has been that because industrialization
is identified with the concept of progress, Therefore it
remains a major aim for Arab countries hoping te raise their

levels of income,

Industrialization is a rather complex and stremuous
process, and Lebanon is faced with many problems. Yet the
country could tap from the rich experience of highly industri-
alized countries, Lebanon has to maintain an everexpanding
large population with small natural resources. The heavy
reliance on the services sectors of the economy can prove
to be the most harmful and uneconomic in the years to come,
Business ingenuity, which has contributed so fap to the
country's impressive prosperity, is not sufficient.

The use of research studies of Lebanese industries and
that of the area is a recognition of the role of research in
the development, improvement and survival of our business
enterprises in a highly competitive market, It becomes
necessary and desirable prerequisite for increasing prospere
ity and speeding up progresss



For industrialization to achieve its obj ectives,
three types of institutions, among others,must be developed,
They are : industrial credit institutions, vocational
training centres and industrial research organizationse

An effort will be made to consider one Of the most
essential institutional prerequisites, and that is the
establishment and operation of an industrial research
organization = which is the theme of the present thesis, The
other two types of institutions necessary for industrial
development will be touched upon whenever it is found
appropriate,

The analysis of the Industry Institute will cover
five chapters. Chapter I is a short survey of the background
of the Industry Institute., Its purpose is to acquaint the
reader with the economic conditions of Lebanon, with
emphasis on the industrial sector and the role of Government
in promoting economic development. Then factors which have
led to the development of the Industry Institute, namely
the Association of Lebanese Industrialists and the United
States Operations Mission/Lebanon, are considered,

Chapter II presents the organization of the Industry
Institutes It gives the history of the Institute, its aims
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and objectives and the facilities it offers. The administra-
tion of the research personnel as well as financial management

form other subdivisions of the second chapter,

Chapter III embraces studies and research, laboratory
testing and analyses, for private concerns as well as for govern-
ments, conducted by the Industry Institute. Here the scope of
activities of the Institute, divided as to function and locality,
is considered through a representative selection of services
rendereds This is because the findings are regarded to be the sole
property of the sponsors. Confidentiality, however, does impose
limitations on the material covered here. Thus, the analysis touches
upon projects sponsored for the Government of Lebanon, as well
as studies and works for Governments abroad. Some of the major
privately sponsored projects are analysed. A short study is
presented of the analyses and tests undertaken by the Institute's

laboratories for private and governmental sponsars.

A comparative analysis is attempted in Chapter IV 3§ How
the Industry Institute figures out in contrast to other systems
of management and research of developing countries on the one
- hand, such as the United Arab Republic and India ; and with those
found in the more developed countries such as Japan, the United

Kingdom and the United States,

The last chapter, Chapter V, considers the impact of
the Industry Institute on industrialization and growth, not

only in terms of the economic development of Lebanon, but the
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role it plays in Middle East development.

In the Appendix is the original text of the Joint
Technical Cooperation Project Agreement between the Technical
Cooperation Service for Lebanon, the Lebanese Ministry of
National Economy and the Ministry of Agriculture, and the
Association of Lebanese Industrialists. Also is appended the
Charter of the Industry Institute, 1960 and the Draft Law :

Lebanese Standards and Specifications.
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CHAPTER ONE
THE BACKGROUND OF THE INDU STRY INSTITUTE

A. INTRODUCTION;=

The purpose of this chapter is to enable the reader to
understand where the Industry Institute fits into the economic
picture. Thus the economic structure of Lebanon with special

emphasis on the industrial sector is analysed.

A brief survey of those institutions which have affected
the growth of the Institute, namely the Association of Lebanese
Industrialists, the Government of Lebanon through the Ministry
of National Economy and the United States Operations Mission
t o Lebanon(USOM/L) is fdund to be appropriate at the outset,

B, LEBANON'S ECONOMIC STRICTU HE:-

It is not possible, in the absence of accurate national
income statistics, to analyse systematically the growth of the
Lebanese economy and changes in its structure. Yet a few studies
have been undertaken on this subject = though some with a view
to propagate the support of a certain economic measure or the

championing of a specific policy.

The Lebanese economy has witnessed impressive strides
along the path of prosperity in recent years. Economic growth
and development -« which have been attributed more to the
ingenuity of the people of the country than to its physical

or material resources - have been remarkable. If per capita



income is to be used as the yardstick of development and
standard of living, then Lebanon boasts of a leading position
over its neighbouring Arab sister-countries and the majority
of Afro-Asian countries} Nevertheless, wide gaps in living
standards between various income groups of the population are

quite striking in Lebanon.

The figures quoted in Table I on national income reveal
certain outstanding features of the Lebanese economy. The trade
sector generates by far the largest source of income although
more than 50% of the Lebanese population is engaged in one way
or another in agriculture. Thus the emphasis on the trade sector
and the dominance of services over the production of goods in
the national product. The country's poverty in natural resources,
the dearth of raw materials and cheap power, coupled with a
limited market and lack of developed credit institutions on the
one hand and the geographical location among three continents

serving as a bridge between East and West, together with freedom

l. This statement needs, however, some qualification. By
United Nations standards, Lebanon still falls within the
category of underdeveloped countries ($.400 and below). On
the other hand, Kuwait with such uneven distribution of
income per capite, Israel's artificial status propped by
a continuous inflow of foreign aid, and the Union of South
Africa surpass Lebanon by a margine.



TABLE 1
NATIONAL INCGME AT FACTOR C@ST AND
DISTRIBUTION OF WORKING POPULATION,195@

SECTORS INCOME % DISTRIBUTION OF WORKING
(LL.MILL) POPULATION
leAgriculture 206.5 20 192,000
2e¢Industry 137.4 13 43,859
3.Construction 41,7 A 2,000
4,Tran sportation 3642 4 19,708
Se.Trade 285.5 28 50,277
6eFinance T4 5 1,572
ToReal Estate 9640 o 28,756
g.Covernment 1.8 7 9,931
S.Professional and
@ther Servi ces 160.2 10 16,734
10.Nat donat TBost. | 1,0027 s "
1lesAdjustment of Resy -
of the World 3.6 ° 21,163
TOTAL 1,026,3 | 100 384,000

SOURCE$3 Cole 1 & 2 A.Y. Badre, "The National Income of Lebanon™,

Middle Eu'ug Economic Papers,1956; Economic Research
Institute, A.Uo,., Pe 13.
Cole 3 = 5 National Income of Lebanon

Mone 1 » 7, Economic Research Institute,A.U.B.,
1954, mimeographeds




of trade and exchange, encouraged the population to play the
role of a middleman with strong trade and financial links

throughout the werld,

In addition, Lebanese agriculture is not as income-
producing as agriculture is in countries where agriculture
is industrialised, e.g. Denmark or New Zealand, and it is
far less income-producing than in predominantly agricultural
countries, ee.g. Cuba or Turkey. Such large proportion of
income arising from the production of services - trade,
transport, finance and insurance - is a pure reflection of
the character of the economy and is directly associated with

Lebanon's role as a trading, finance, and tourist centre.

If the economic orientation of Lebanon towards the
trade and services sectors has helped the country's overall
growth it has helped, on the other hand, spread wealth, As
a matter of fact the net national product by distributive
shares, as Table II on distribution of income demontrates ’
roughly stood as follows in 1950 : 58% profits and interest,
30% salaries and wages and 12% rent. The trade and services
sectors, are more highly developed than the other sectors :
in their efficiency, their credit and banking institutions,

and their income level,
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1, Importance of the Industrial Sector;
The industrial sector generates the third largest

element of the total national income of the countrye. There
are more than 1861 industrial establishments with total net
invested capital in excess of L.L. 155 millions and engaging
about 11% of the working population as opposed to almost 50%
in ngricﬁlt.urﬁ. But the majority of industrial establishments
are small with more than half of them employing less than

nine persons.

Number of Industrial Establishments 1861
Employing 5 to 9 persms 1631
Employing 10 to 24 persms 581
Employing 25 to 49 persms 149
Employing 50 to 99 persons 60
Employing mere than 100 persons 40

2s %duﬁrnl Census, 1955, Beirut, E:R.I., 1957, p.8.
e ustrial estahlishments, uitﬁ 5 workers

and above, are only those covered by the Census
out of total estimates set by the Ministry of
National Economy at abkout 10,400, The figure produs
ced by Doxiadis Associates, on the other hand,
sets the number of industrial establishments,
including handicrafts, close to 20,000 employing
more than 49,000 workers., These figures, at best,
represent no more than rough personal estimate by
the Doxiadis team and therefore should be discarded

as unreliable,



The menufacturing industries of Lebanon are largely
dominated by light industries, Food-processing and textile
industries, in fact, generate between them 45% of the income
arising in manufacturing. The other leading industries are
nonmetallic « e.g. furniture, tobacco and printing indust-
ries. Other industries developed largely from traditional
handicrafts, the chief among these at present are carpentry,
tailoring, shoe-making, knitting, basket-making and pottery

= the small size, family=-type enterprises are prevailing,

During World War II, industrialists invested their
capital in renewing inventories and establishing new
enterprises., The lack of imports coupled with the larger
expenditures and consumption needs of the allied armies
occupying the country, together with considerable war
profits and accumulated reserves contributed to a rapid
expansion (primarily after the War) in existing productive
facilities. Industries, especially those whose raw materials
were available in Lebanon or the region, enjoyed exceptional

protection and thus earned higher profits than previously.

Unfortunately, the lack of high protective policy,
and therefore the revival of imports, the free exchange policy,

the low quality of local products compared with the imported



ones, limited markets, coupled with relatively backward
technology and low levels of technical skills, the dearth
of raw materials and undeveloped industrial credit institut-
jons made it the more difficult for many of the 'war grown'

jndustries to stand up to the competition from abroad.

Those indu stries which enjoyed during the War favour-

able terms collapsed and the remaining ones, as shown in Table

III, continued to operate at levels far below normal capacity.

Thus it was apparent that in many cases industries were

producing at 50% capacity, and in some cases at less than 30%

of capacity. They were operating in a market where similar,

yet higher quality imported manufactured products, were

preferred by the majority of consumers.

2. The Role of Government In Promoting Economic Development:

Lewis comments on government initiative thus : "The
behaviour of governments plays as important a role in
stimulating of entrepreneurs, or parents, or scientists, or
priests ... No country has made economic progress without
positive stimulus from intelligent governments, least of all
England, the foundations of whose greatness as an industrial

power were laid by a series of intelligent rulers; and whose
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TABLE III
PLANT CAPACITY, PRODUCTION AND DOMESTIC CONSUMPTION

OF MAJOR INDUSTRIES,1949

INDUSTRY UNIT PLANT CAPACITY |AVERAGE ANNUAL | DOMESTIC
PRODUCT ION CONSUMPTION |
Food Tons 73,860 17,600 34,250
jeverages Thousanj '
Litres 18,000 4,450 3,800
Textiles Tons 164670 5,400 6,385
Wood & Cork |[Cubic
Metres 160,000 56,000 80,000
Jeauty Pro=
ducts Tens 18,000 6,500 6,000
Thousan
Litres 450 100 250
Tanneries Tons 5,000 2,500 2,.00
Construction |Tens 302,000 255,000 250,000
Metal Works |Tons 9,000 3,571 5,100

SOURCE; Compiled privately from the Association of Lebanese Industr
records, Beirut, 1960,

ialiste



governments have always played a large part in shaping economic
activity ... Sensible people do not get involved in arguments
about whether economic progress is due to government activity
or to individual initiative, they know that it is due to both,
and they concern themselves ogly with asking what is the

proper contribution of eachd"

It will be only fair, at this stage, to enumerate
some of the steps and measures taken by the Lebanese Govern-

ment in an attempt to alleviate the grievance of industri-

alists and contribute to the general industrial movement.

The persistent efforts, in collaboration with the
Association of Lebanese Industrialists and United States
Operations Mission (USOM/L), to establish a centre which
could serve the purpose of spreading out techno-economical
information and managerial services through research, testing
and analysis culminated, in 1953, in the setting up of the
Industry Institute. The Government of Lebanon, however, has
- contributed the land on which the Institute's premises were
established, backed it financially, and still continues to

be one of its major sponsors.

3. We Arthur Lewis, The Theory of Economic Growth,

London, George Allen & Unwin, 1957, p. 376,
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In 1946, the Government attempted to regulate and
shape employer-employee relations through the Labour Code and
it has done so adversely. It was guided by imported Western
notions of social security and ideal standards of industrial
behaviour, without itself assuming or sharing in the financial
burden. As Mills concludes on this, "Indeed, the Labour Code

can be held to be one of the most4important factors retarding

the growth of Lebanese industry."

During the same year the Institute was initiated, two
important measures were taken by the Government : the signature
of a multilateral Arab Trade Agreement and the licensing of
the importation of machinery. The latter was designed to
control purchase of secondhand equipment and tools, and as a
second objective to prevent the entry of machinery whose
industries were suffering overcapacity, especially the textile
industry. Although new machines and equipment by themselves
do not always bring about economic efficiency, yet that policy
led to more political discrimination and favouritism instead
of efficacious well studied decisions. While the multilateral
Arab Trade Agreement gives a preferential tariff reduction of

25 = 50% on products manufactured in Arab cowntries, it certain=-

ly falls short of what is actually taking place within the

European Common Market, despite political and language barriers

and differences in interestse.

4, Arthur E. Mills, Private Enterprise in Lebanon,
Beirut, American University of Beirut, 1959,p.133.
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The Government, in 1954, exempted new companies from
the payment of income tax during the first six years of their
operation? The main objective behind such policy was te
encourage creative activities and the introduction of new
lines of products. On the other hand, several concerns
introduced new lines of products and original ideas but did
not qualify for tax exemption as the paid-up capital could
not be secured easily., Furthermore, the formation of
corporate enterprises and largescale undertakings did not
fall on fertile ground, as the personal form of organization

is still cherished among the mejority of enterprises.

During the same year, the Government set up, in
cooperation with private Lebanese industrialists and bankers,
a Banque de Crédit Agricole, Industriel et Foncier to supply
agriculture, industry and real estate with medium and long
term credit at low interest rates (5%). Although it was an
autonomous institution meant as an improvement on the operat-
* ions and activities of the Société de Crédit Agricole et
‘Industriel au Liban, it could not have been formed without

5. These had to meet certain conditions, namely, that
they should be formed within a five years period
from the gromulgation of the law; the fully paid-up
capital should be above LL 1 miliion; annual wages
ang salaries to Lebanese employees should form %0%
of the initial capital,i.e., LL. 100.000; that such
companies should exploit new fields of economic
activity not trodden before by others, particularly
in the industrial sector,
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Government participation; private capital was reluctant teo
provide the small capital of LL. 3 milliog. Yet it was hoped
it could augur a new era of agricultural and industrial
development : as 2/5 of the loan portfolib went to agricule
ture, 2/5 to 1ndu£bry and the rest to tourist establishments.
For reasomns defended purely on costs of operation, the CGovern-
ment rejected the proposal for two separate banks catering
for each economic field as advocated by the IBRD expert.
Rigidity also faces industrial berrowers, as there is no
economic justification behind limiting the amount of the

loan to half net yearly income or 35% of mortgaged propertye.
Unlike agricultural loans the maximum ceiling of which is

set by the value of the security offered and the purpose of
the loan itself. Industrialists again complain that the
medium and long term loans are only extended for investment

in fixed plant and equipment,

6, It was only when the Government accepted, in
addition to its subscription to 40% of the
capital , to guarantee a loan of LL. 25 milliop
at 2% interest from Banque de Syrie et du Liban
that local industrialists and bankers joined.
Then the capital was raised to LL. 50 million
loan, with Government's guarantee, from Banque

de Syrie et du Liban. :GAIF ﬁignod ;n Niyt4£°

1960, an eement wit velopmen

Fund to 1:%3 the former shg uil?gon. ?ge credi%,
wi ble the bank to aid in_ the

:géggliltéeggaoiencu industries, will only be

used in extending long~term loans to industrial=-

$958 0z IR ERTRE 4006, D RETS, 1Bk, TpioBRRLIonS
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The Law of Banking Secrecy of September 1956, which
was specially aimed at attracting foreign capital to invest
in productive undertakings, has failed in its purpose. The
political crisis of 1958 demonstrated clearly the mercurial

nature of funds this law encouraged. Complementary measures

of setting the environmental conditions for industrial under-
takings are still lacking. The inflow of capital alone does

not bring about industrial development or economic growth,

Finally, the Government has recently started, in
collaboration with the Association of Lebanese Industrialists
and the International Labour Office,a technical and vocation=
al training centre at Dakwaneh to school and prepare skilled
apprentices in the various crafts and industries, besides
learning the techniques of shop management. It is too early,
however, to judge the operation and activities of such a
centre. Yet it is hoped that it will contribute much to the
raising of the productivity standards and increasing the
efficiency of the average Lebanese labourer, which may result,
eventually, in improved quality products and higher incomes

accruing to the working class.

C. FACTORS WHICH HAVE LED TO THE DEVELOPMENT OF THE INDUSTRY
INSTITUTE ;=

l. The Association Of Lebanese Industrialists:



The everincreasing difficulties and backbreaking
burdens shared by the majority of industries spurred the
formation of an employers' organisation with the objective
of protecting the interesrs of industrialists. The Association
of Lebanese Industrialists is neither a cartel nor a monopolis-
tic arrangement. It was formally recognized by the Government
in 1943. At present it consists of some 254 member-establish-

ments representing a large segment of major industries.

Unfavourable factors far outnumber those encouraging
industrialization in Lebanon. One such hindrance is the relative
shortage of industrial credit in the cowntry in relation to both
land and labour resources. The limited variation in the range,
quality and availability of local raw materials, fuel and
energy on the one hand and the limited markets on the other,
both internal and external, are among the grievances raised

by many industrialists,

Lebanon is poor in minerals, except for some thin

" deposits of iron ore of questionable quality in the central
district of the country. It remains a fact, however, that the
major industries of the country depend on foreign and Middle

East sources for raw materials. Such dependence has been

greatly felt when the supply line has been interrupted during
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the political crisis in the middle of 1958, when industrial-
ists had to shut down for a considerable period. Industries
with a relatively significant cost of tramnsportation suf fered

moste

The Lebanese producer stands at a great disadvantage
with regard to continuous power and cheap fuel. Strangely
enough, in a country rich in water resources, harnessing of
hydro=electric power stations is not satisfactory and the
supply of electric power is not reliable : cuts have raised

overhead costs, diminished output and caused many spoilages.

In addition, the narrow domestic market and the
1imitations of the regional markets curb the growth of
present industries and the search for possible new industries
in the foreseeable future, Nurkse writes on this point, "It
is not difficult to find illustrations on the way the small
size of a country's market can discourage, or even prohibit,
. the profitable application of modern capital equipment by
any individuel entrepreneur in any particular industry see
In this senge the small market is an obstacle to development

generally.”

7. Ragnar Nurkse, Problems of Cagital Formation in
Underdevzloped C Oxford,
asil Blackwell, 1955,pp. 7 - 84




Lack of experience, paucity of technical skills, on
both the side of labour and management,and low qualifications
certainly present themselves as a handicap to industrial

deve lopment.

The Association of Lemanese Industrialists, conscious
of these and many other hurdles which lie in the way of

industrialization, has many times pleaded for the establishe
ment of a permanent national scisntific centre of specialized
knowledge and experience,fully able and equipped to gather
and develop technical data and information, offering at the
same time professional services to industry., The need for
such 2 centre has come to be fully realized. Industrial
establishments in this country are on the whole too small

to afford industrial research and extensive market surveys

on their own.

2, United States Operations Mission/Lebancon

| The idea of giving 'know how' to peoples of less
developed countries or help promote 'learning by doing',

which is one of the underlying objectives of the Point IV
Programme, resulted in a U.S. technical assistance programme

to underdeveloped countries whose low standard of living was not
the result of war but of more lasting and basic factors which

prevented these countries developing cocntinuously and
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industrializing reasonably fast,

It is important to bear in mind that Point IV is a
programme to help underdeveloped countries help themselves,
It is to act as a catalyst in developing these countries and
is not a programme which will bring about development all by
itself.

The general agreement between Lebanon and the United
States, called the Technical Cooperaticn Agreement, was signed
on May 29, 1951, and entarad into force on December 13, 1951,
when it was ratified by the Lebanese Parliament, It included
technical assistance which covered assistence and advice in
such basic fields as health, sanitation, communication, road
building, government services, survey of resources and planning

for long range economic development,

The Industry and Mining Division of Point IV took
part in establishing the Industry Institute, as it implemented

then rural industrial projects, mainly water supply and power

8. Aside from the purely humanitarian factor, and that the

rich should help the poor, it was believed that a more
developed and productive country would be more steble
socially as well as golitically:and hence could help
combat communism in the long run and win friends for
the United States (sic.)



transmission, as part of technical assistance and development

9
assistance as well. What USQN/L could possibly do for local
industry had led successfully, after long and tedious preparat-
ions, to the creation of a centre of industrial scientific

research, techno-economic feasibility and testing.

The following table, Table IV, shows the Divisions's
allotments, obligations and expenditures on the various
projects up to June, 1960. From the beginning of the Operations
Mission in Lebanon until 1960, total allotments amounted to
about § 60 millions. The Mission, however, did not stress
development of industry, through technical assistance, as

that of agriculture.

* If both the technical and development assistance
allotments are considered together, then the Industry and
Mining allotments surpass that of the Agriculture and Natural
Resources by some 487 thousand dollars. But actual expended
funds on the deve;opment assistance aspect of the Industry
'and Mining Division amounted to slightly over half of tetal
development assistance allotments, as it was envisaged that
the industrial sector had the greatest potentialities for

expansion,

9+ In addition to industry and mining, there were the agricultural
and natural resources, transportation, labour, health and
sanitation, education, public administration and community
development divisions, besides the audio~-visual department,
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TABLE IV
INDUSTRY AND MINING DIVISION/USQM-L
ALLOTMENTS , OBLIGATIONS AND EXPENSES AS OF JULY 30, 1960

(IN U,S.DOLLARS)

TECHNICAL ASSISTANCE ALLOTMENTS OBLIGAT IONS EXPENSES
pdustry Insitute 1354422,°8 1354422,98 1318788,05
est House 5000, 5000, 5000.=
iministration of Industry 18907.70 18907,70 189207.70
iministration of Tourism 6050,= 6050, ~ 6050,
fromot ion of Tourism 5991.28 5991.28 5921.28
andicraft Cooperation
listribution Centre 12000~ 12000« 12000~
olar Salt 8000, - 8000, = 8000, =
(live 0il Demonstration
Plant 650,= 6504= 6504
i Yy 30000~ 30000, 30000.=
Industrial Management 1858.,47 1858.47 185847
Inprovement of Industrial
Practices 5000,= 5000« 5000, =
ingineering Training-A.U. 20606,.75 20606,75 20606475
Product Quality Control 9968435 9968,35 9968435
Rural Power Transmission 638863,35 638863 ,35 416390, 88
Village Water Supply 937668436 937668,36 800852,33
General 411725,06 411725,06 398404429
Total Technical Assistan- | |
ce 3466712,.30 3466712,30 3058468,10
Total Development Assis- |
tance 3992427.24 3992427.24 2028161,73
trand_Total 7459139,54  T459139,54 508662983

August 17, 1960,

SOURCEg United States Operations Mission/Lobanon, Controller's Office, F.Copty,




CHAPTER TWO
THE ORGANISATION OF THE INDUSTRY INSTITUTE

A. INTRODUCTION:-

This chapter contains four sections. The first section
defines the aims and objectives of the Industry Institute for
which it was established; the second section describes the
available laboratory facilities and other research servicess
The following section deals with the administration of research
personnel ; the fourth and last section is concerned with

financial management.

B. AIMS AND OBJECTIVES:-

The general agreement which initiated the Industry
Institute was signed in Beirut on March, 1953, by the Technical
Cooperation Service for Lebanon and the Lebanese Ministry of
National Economy and the Ministry of Agriculture and the
Association of Lebanese Industrialists, and became effective as
of August 17th, 1955, through Presidential Decree No. 10059,
which made the Institute possess the status of a 'public

utility' .

The purpose behind the agreement was stated thus :
"The existing industries, entrepreneurs intending to establish
new industries and Government Agencies concerned with the

guidance and orientation of Industry, are faced with technical,



production and orgenizational problems the solution of which
requires direct accesc to a centre with trained personnel and

)
adequate technical facilities."

Lebanon's historically mercantile economy, it was
conceived, prevented the creaticn of either a national centre
or public organization for industrial development to which
governmental or private agency could resort for help and
guidances The country's distance from the developed technic-
al and industrial centres, the small size of its industrial
establishments and the specific lack of highly trained
technicians spurred the setting up of such an institute.
Furthermore, the Lebanese economy was unbalanced and ran
the risk of having its supply line blocked in an emergency;
adjustment could be effected merely by the addition of

economically feasible industries.

It was specified that there was then an important
segment of the population employed in industry. Yet a large
nunber of werkere were unemployed due to the clesing down or
drastic curtailment of certain industries which had been

hurriedly established to meet the country's war economy. The

1. Joipt Technical Cooperation Project Agreement,
De ’ re ’ =
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project agreement was therefore designed to provide the
country with a reliable body of experts to exchange technical
knowledge and production methods among specialists of the
Technical Cooperation Service , the industries of Lebanon,
and university research units and laboratories. Existing
industries could be afforded technical advice,and the
establishment of healthy industries and adequate methods of
production might be promoted (Art. I, 3 & 5).

Moreover, the availability of an industrial institute
in Lebanon which would provide such services was envisaged
to be an asset, It was contemplated that as the Institute
developed in experience and technique it might well become
a centre from which Lebanese assistance could be made availe
able to neighbouring countries whose industries shared similar
problems (Art. I, 6 & 7).

In the Charter of the Industry Institute, the status
was defined as " a Lebanese, non-commercial institution,
independent administratively and financially, for industrial
studies and research and for scientific testing and analysis
' and to operate under the supervision of the Ministry of

2
National Economy and possesses the Status of a 'pPublic utility’'.

2. Charter of the Industrv Institute, 1960 Art, I
of Chapter One : Status and Purpose of the Institute.
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Thus the activities and services of the Institute, as
stipulated in Article XXV of the Charter, were organized in
such a way as to realize the following aims :

(1) = To conduct studies and research relevant to the
establishment of new industries.

(2) - To investigate and disseminate information about
available raw materials with a view to defining their uses
and establishing the best means for their exploitation.

(3) = To provide specialized technological, management
and economic consulting services to existing industries and
projects of industrial development.

(4) « To provide, on an international level, reliable
services in testing and analysis and to issue certificates of
quality or of conformity with standards and specifications.

(5) = To maintain close cooperation with official

institutions, industrial organizations and development boards

both on the national and international levels, and in all

matters relating to the industrial organizations and development

.boards both on the national and the international levels, and

in all matters relating to the industrial development of Lebanon.

Co LABORATORY FACILITIES AND OTHER RESEARCH SERVICES ;=

The laboratories, which house technical equipment
valued at more than L.L. 1,900,000, ( and plans are under way to
increase equipment and laboratory facilities to three millions),



are intended to provide facilities for testing and analysis,
for bench-scale and pilot-scale research and development work,
These laboratories comprise chemical analysis, electrical
engineering, chemical engineering and process, mineralogy

and metallurgy, ceramics, leather and textile laboratories.

On the other hand, the pilot plant is probably the first unit
operations laboratory in the Arab Middle East designed
specifically for large-scale investigations on a wide variety
of industrial processes. In all, the Industry Institute invest-
ments in equipment and total fixed assets (excluding land),
from its initiation up to the present, surpassed L.L. 9,200,000,

An extensive and diversified field of activities, from
the initial steps of assessing the economic feasibility of the
sponsored project and market surveys to managerial consultation
on plant operation and technical services, are covered by the
Industry Institute. While such services are provided on a cost=-
incurred basis, in accordance with the principles and scale
of fees established by the Board of Directors, yet actual cost
and method of payment are defined in a legally binding contract
between the Industry Instituge and the party for which the

services are to be provided.

3+« The Charter, Art, XXVII



In economic engineering evaluation, market surveys
are undertaken to determine the desirability of the product
and the market for it as to quality, taste, price and alse
its projected competitive status, Critical evaluation is given
to the technical soundness of the proposed process determining
capacity at the same time, Esztimation of the erected-plant
cost and calculation of the manufacturing cost of the product
are made, Then comes an estimation of the invested capital
required and a preparation of projected profit and loss

statements,

The Institute provides process designs and plant designs.
In the former case, designing processes for maximum profit
return, i.e., minimum cest per unit of product and the
necessary flow sheets are made, In plant designs, the proper
equipment is selected for the job with drawings and specificw-
ations being furnished., Under this category comes alse
designing layout and utilities (water, steam, electricity and
_air conditioning).

Having secured the above preliminary steps, quotations
from many companies are obtained with a view to comparing them
and selecting the most applicable, given the existing condi-
tions, and delivery of equipment is scheduled henceforth. The
location of the plant, furthermore, is extensively studied to



select the optimum location as to be within easy reach to
markets and raw materials, Careful examination is taken of the
availability and cheapness of utilities and access to transport

facilities, abundance or lack of skilled and cheap labour,

The Institute supervises plant construction and
equipment erection. Thus experienced engineers are provided
for the supervision of the plant construction and following
through with the coordination of the work. In case of highly
complex construction questions, the Administration of the
Institute will resort to the help of prominent engineers,

Initial plant operation and plant management constitute

two of the most basic technical and managerial consultations

rendered by the Institute to industrialists of this area. "Know=-

how" is transmitted to plant personnel by supervising initial
operations and this is supplemented by the quality control

tests at the various stages of production processes. The
Institute further provides assistance on problems of organiza-
tion, finance, accounting, cost cantrol, production scheduling,
inventory control, sales, and other phases of plant management.
Production inspection and certification of performance are also

provided to conform with standards and purchase specifications,

As an independent consulting and research organization,



the Industry Institute operates uider the following basic
rules and professional standards :

(1) « To identify itself with the sponsor's (ioee,
client's best interest under all circumstancesy

(2) =« To regerd as the sponsor's property any informe
ation, process patent, plan or technique developed during
work for that sponsor and to safeguard such matters in complete
secrecy.

(3) = To decline a project for which the Institute
considers itself to be not fully qualified.

(4) = To discontinue a project if the Institute
discovers that further work no longer is of effective benefit
to the sponsore

(5) = The Institute does not permit professional staff,
members with the purpose of assuming complete freedom from
personal bias,to hold governmental or private outside posts,
or to retain stock or ownership in profit-making organiszations,
which are likely in any way to influence their decisions 2s

" Institute members.

Ds ADMINISTRATION OF RESEARCH PERSONNEL e

In spite of shortcomings and criticisms that accompan-

4, Ibide, Art, XXVI



ied the implementation of the first action plan, it was
Battelle which set and coordinated such a plan? It was
designated to best integrate the resources of equipment,
procedures and research staff to produce maximum benefits

in the shortest period of time. Battelle had to provide
effective management of the Institute and train a Lebanese
staff to be integrated as rapidly as possible in preparation

for eventual assumption of full management responsibility.

Thus it became paramount for the new administration
of the Institute to set the pattern of activity within which
each research unit functionse Therefore definition had been

made of duties and functions of all persons, professional as

well as nonprofessional, in such a way as to avoid friction

and overlapping. Although there was a tendency at the start =

in an attempt to recruit men of great ability and character - to

5. Of the two agreement entered into, one dated November 21,
1955, and the second September 7, 1956, between the Industry
Instltute, Lebanon and Eattelle Memorial Institute, U.S.A.,
the first certainly fell far below expectations. On the one
hand the Institute was not technically equipped yet and
therefore the team, four in number, was managerial consultants
hired from outside the staff of Battelle whose services,
despite heavy benefits bestowed upon them, resulted in
inappropriate handling of projects, 'transplanting' ideas
and 'production' of always new experimented schemes,
exogenous to the industrial environmental conditions of
the country.
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emphasize the need for and the value of extensive academic
training in building up a balanced industrial team, yet the
Institute staff needed practical industrial experience,
adaptability, and skill in analysing problems in addition
to technical proficiencys. But efforts and capacities could
not be directed without due consideration to icentives and

reinforced favourable environment conditions,

Presently the Institute has an equitable salary
scale, aside from fringe benefits and personal allowances,

which provides for maximum and minimum levels (the average
monthly remuneration for staff professional researchers

stands above LL. 1,200) to allow for status and length of
service, seniority advancement as well as initiative. Provide
ing additional stimuli, besides financial rewards, in the
form of proper working space, good light, cleanliness,
quietude and so forth, was perhaps a minor issue compared

to the important one of recognizing merit and highly qualified

capabilitiess Given the nature of research work, such

recognition encourages creativeness, and creative results

only make research in industry pay its way.

Of the total sixty-six Institute personnel in 1963,
( Department of Finance and Administration, Technology Departe

ment and Department of Management and Economics) the professional



staff strength stands at twenty-two, eighteen administrative,
seventeen technicians and the rest general. Steps are being

taken to increase the professional man-months from 225 to 300,

Hertz concludes on recruitment and turnover that, "It is

necessary, therefore, that the personnel be retained and given
the opportunity to experience satisfaction with their work, with
a minimum possible instability in the professional staff struc=-
ture (and the least tumover in nonprofessional personnel). It
should be ampparent that turnover of personnel in this type of
work is not efficient, especially when it is recalled that the
creation of a collaborative working team requires time and

6
careful effort."

E. FINANCIAL MANAGEMENT;

Up till the beginning of 1960 & which is the turning
point in the financial history of the Institute as it is the
first year with a balanced budget presented to the Board = the
use of basic budgetary tools were not recognized by the
. Industry Institute. There were no regularly approved annual

budgets. The so=called quarterly 'budgets'!, (started in
October 1956) as required by the terms of the Battelle contract,

6+ David B. Hertz, The Theory and Practice of Industrial
Research, New York, McGraw Hill Book Company, IncCe,
1950, p. 197,
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were technically requests for cash release on the basis of a
programme fully documented in the proposal. The "annual
projection™ of 1959 with the purpose of giving advance notice
about the global yearly cash requirements and estimated cash
receipt was not officially approved by the Board and the
system of quarterly budgets remained in effect for the

duration of the year,

Only that part of the estimated cash receipts from

Institute projects, research and testing activities was
registered and that was by far the minor part of those
receipts. The other two parts, the State's grant-in-gid (which
was granted to the Institute in one lump sum annually) and the
United States OperationsMission aid (which was given by virtue
of a Project Agreement signed by the Minister of National

Economy and the Director of USOM) were $°t technically
appropriated into the quarterly budgets,

The Institute is no more dependent on external aid
"for balancing its budget. Such need for external aid, other
than the State's grant-in-aid (as the graph of Figure I on the

7. Each Project Agreement had to include a description of
the project, its location, results to be obtained
persons or agencies to implement it, portions of funds
provided for the project, grovisions governing expendit-
ure of funds, employment of technicians and so forth -
£§7m/g lecture delivered by Hugh Farley West Hall A.U.B.,

3/55.
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Development of the Institute's Cash Receipts reveals) has
decreased markedly during 1959, to something like 40% of that
of 1953, while for 1960 it did not exceed 33% of that of
1959, The State's grant-iﬁ-aid, for the years 1961, 1962 and
1963 stood as follows : L.L. 375,000, 375,000 and 275,000
respectively. On the disbursements side, however, in 1956, the
percentage of general operating costs covered by Institute
income stood at 20% and fell to 16% in 1957, then it rose

to 30% in 1958, while approximately half, 48% of the general
operating Institute costs were covered by Institute income
(projects plus analysis and testing) in 1959?

It still remains true that the overall plan of operat-
ion for a research organization during a given period of time
may be established by means of a budget. Costs and values of
work done are estimated and measured. This single accounting
sum represents a budgetary control, and if used with subject-
ive evaluation of results, is the measurement of research
accomplishment., But without going at this stage into controver=
sial issues of the impact of research on the studies and projects,
the particular industries and the economy as a whole - which will
be duly tackled in the last chapter ~ it can be fairly stated
that this type of control is not completely without merit.9

8. Statement of Cash Receipts and Disbursments, Dec. 28,
1959, Industry Institute, Beirut.

- 9. Ibid.



Before any work is undertaken by the Industry Institute,
e proposal is submitted to the prospective client outlining
the Institute's understanding and analysis of the problem,
the proposed method of attack, with an estimate of time needed
and cost involved., Yet the client, whether an industrialist or
& businessman, is not so much interested in measuring variance
above and below preliminary cost estimetes, as he is in estimat-
ing progress toward set goals and in determining the nature of
the risk taken. Therefore the programme forecast has to partake
of the nature of prediction based upen economic and technical
judgment. Of course there is no formula which guarantees success
in research and analysis: every problem nseds separate and special

consideration.



CHAPTER THREE
THE INDUSTRY INSTITUTE : SCOPE OF ACTIVITIES

A. INTRODUCTION ;-

It has been found convenient to pick certain projects,
studies or research works which, in the mind of the writer, are
representative of the different services rendered by the Industry
Institute to industry, public institutions and business in ge-

neral. Furthermore, such selective analysis may throw light on

the problems and difficulties facing the Institute. The cheice,
finally, is guided by the fact that the Institute regards as the

sponsor's property any information, processes, patents or

techniques developed during work, and therefore are safeguarded

in complete secrecy.

The present chapter embraces studies and research,

laboratory testing and analyses, for private concerns and
individuals as well as for governments. The analysis will
touch upon the projects sponsored by the Institute for the
Government of Lebanon, as well as studies and works for
Governments abroad. Some of the major privately sponsored
projects will also be taken, while other industrial surveys
and development projects will be duly considered. A rapid
study is found necessary of the analyses and tests undertaken
by the Institut®'s laboratories for private and governmental

sSponsors.

B. STUDIES AND RESEARCH:e

. Up to the present, about one hundred and seventy five

- 35 =



work studies and research projecte, both large and small,
have been handled by the Industry Institute. The majority

of them have been successfully completed and others are
under waye. Such studies and research may embrace engineering
evaluation and economic feasibility, market research, produc-

tion management, cost accounting and industrial organizatiocn.

1. Projects, Studies And Works For Governments:=-

a. Government of Lebancn: The Lebanese Zivernment
contirie=c -0 be one of the major public sponsors in the area,

through its ministries, departments and agencies., Within this

capacity, the Institute has furnished technical as well as
economic consultations to the Government on those technical

and industrial subjects which have direct relation to the
growth of industries and which are ultimately in the Lebanese

economic public interest.

Under a contract with the Lebanese Ministry of
Planning, the Institute has donducted an analytical survey
of three of the major industries of the country : textiles
(cotton, rayon and wool) ; metals and allied industries;
canning of fruits and vegetables. The aim behind these

surveys was to determine the relat ionghip between



installed capacity and production in the first place, then
to find out the degree of self-sufficiency of the local
market through local production, and finally to study the
competitive position and potential of each industry in
relation to the local market and possibilities of exporting.
1

A report prepared by the Industry Institute in 1956,
raveals that failure of Lebanese textile industrialists to
compete with foreign competitors, mainly European and
American, is due to poor technical methods, lack of proper
internal organization and unscientific marketing procedures.
Poor performance in most firms is characterized by low
productivity, poor maintenance of equipment ; ill=trained
and low paid workers; dearth of qualified technicians; lack

of cost control and quality controle

Prompted as in the previous study in giving effective
help, the Institute has cgrried out & similar report on food
processing in the countrye Although a small and unrepresentat-
" {yve fraction of the food-processing industry in Lebanon was

considered, yet the study did throw light on the shortcomings

l. Malouf, Amin Etude Générale sur 1'Industrie Textile
ban, mim.,lndustry lnstitute, Be irut, 1956

2. Scheid, We.A., A Study of the Food Processing Industr
of Lebanon, %Im., Tndustry Institute,Beirut, ¥956-




in technique and management of most of the firms in the
industry. Improper preparation of raw material, faulty
processing techniques and unsanitary practices all resulted in
foreign matter. The introduction and use of automatic
equipment removed the responsibility for factors determining
quality from labour to machine,

The Industry Institute has undertaken power transmis-
sion line design work for the Lebanese Ministry of Public Works
for both high voltage and low voltage, to secure continuous
and farreaching transmission of electric power to the Metropol-
itan places which are not electrified yet or those which need

increase power.

For the Ministry of Administrative Reform, the
Institute has provided management consulting services to

develop improved systems and procedures for the registration
and licensing of motor vehicles with a view at coordinating

organization and systems in the Traffic Department,

So far the Industry Institute has conducted a beiler
survey with the aim at establishing a draft boiler and electric
distribution codes of practice. The Ministry of National Economy
prescribes that every owner of boilers, for industrial or other



purposes, must secure a certificate from the Institute to
insure that it is run within the set standards of safety
and defined practices of good performence. This has been so
in order to eliminate as much as possible occurences of

dangerous explosions or improper handling of pressure valves.

The rest of this section will handle three selected
projects in more detail and analysis, and they are 3 "The
Quality of Leather as Affected by Defects in Killing, Flaying
and Curing", "Draft Law for a Lebanese Standards Organization",

and "Profitability Study of a Salt Refining Plant for Lebanon",

The Quality of Leather as Affected by Defects in Killing,

Elgzing and Curing.

Larger losses in the quality and value of local
leathers can be attributed to improper killing, flaying and

curing practicess. Lack of adequate care and control in these
processes and operations were responsible for such low quality,
As the study peoints out, major defects resulting from improper
killing were : pipy grain, scratches of grain and veininess in
the leathers By allowing the animal to rest before killing, by
proper bleeding of the animal before flaying, and by handling

3. The Quality of Leather as Affected by Defects in Killing ,
aying, and Curing, mim, ustry Institute, Beirut,1957,



the animal and the carcass with care, the occurence of such

defects can be prevented,

Improper flaying resulted in cut hides, scored hides,
corduroys, pocr patterns and poor trimming, Such defects, which
are caused by negligence on the part of the butcher, can be
easily minimized by the practice of hoisting the carcass in
the flaying operation, thus allowing for better control of
the knife in the butcher's hand.

Curing is the operation by which skins are preserved
until the tanner receives them and processes them to make
leather. Two ways are mentioned of preserving skins; drying
in the sun or in the shade, or curing with sodium salt. The
way that these operations can be carried out depends upon the
geographic location, climatic conditions, types of skins and
the economics of the overall situation. Improper curing has
peen found out to cause the'fnllowing defects § 'eaten graint,
tsweat', 'cracking', grain, loose grain, pipy leather, ‘heat?,

skin rot, stains and partial damage.

The report concludes by saying that efforts are being
made continuously all over the world to improve the gquality of
skins and hides by greater care and better control.

4
Draft Law for a Lebanese Standards Organization.

4, See Appendix for the full text of the Draft Law,



If ever this country is to witness a well coordinated
industrial development, then a Lebanese organization of
standards and specifications becomes vital at this stage. It
is well known that much waste and inefficiehcy are occuring
at the various stages of production, distribution and
consumption in the economy due to lack of a national standard-
ization programme, True that standards impose similarity in
quality, but not in design or form. There are no restrictions
on gkill, innovation and variety., Compliance with standards
and specifications does not mean 'unification'?

The movement of setting standards and specifications
in the Arab countries is still in its infancy. Cairo has
surpassed other Arab capitals in this connection. The movement
started in the Association of Egyptian Engineers before World
War IJ and developed into an official organization in 1957,

In Lebanon, the movement started four years ago at the
Industry Institute. The Government requested the Institute to
tarry out the necessary studies leading towards the establish~-
ment of a national system in Lebanon. It became apparent that
the subject was so important to the Lebanese and Arab economic

future that it required discussion from all its phases on an

5. From a lecture delivered by Dr. M.D. Attiyah at the
10th Session of the Conference of Arab Chamber of
Commerce, Industry & Agriculture, Beirut, Nov. 21-24,

1960,



international level., So the Institute sponsored a Middle East
Conference on Standards and Specificationg during which the
subject was tackled from its various aspects by international
experts. Early in 1959 the Institute submitted the results of
its study to the Lebanese Government in the form of a "Draft
Law for a Lebanese Standards and Specifications Organization",
and the project has been enacted by the House of Parliament

on 2nd July, 1962, ’

Profitability Study of Salt Refining Plant for Lebanon,

The Industry Institute has investigated, on the
initiative of the Government of Lebanon and the Salt Producers
Syndicate, the profitability of establishing a refining plante
1f the solar sait industry were to continue in Lebanon, then
the low-quality solar salt produced at high cost must be
refined, and the building of a refinery for that purpose could
be a profitable venture. In fact, it appeared to be the only
way the industry could survive its high production costs in
the face of increasing outside competition. Therefore the
‘practical answer lay in upgrading the product and hence
inereasing its values That could be done most efficiently by

@ washing process, and at 2 relatively low unit cost,

€e Transaction of the Middle East Standards Conference
mim., !ﬁﬁustry InstItute, §eIFEt, ﬂiy 7-5, 1958,

Te Profitability Study of A Refining Plant for Lebanon
mim,,Industry‘Iﬁstitute, EeIrut, Dec, 1957,



The designed plant was to refine 15,000 tons of crude
salt per year, That amount represented the annual production
potential of crude solar salt in Lebanon. It would produce
10,500 tons of purified salt. The degree of‘purity, through

refining, would be raised from 85 to 99,5 per cent.

The capital investment required was estimated to be
LL. 960,000, It was suggested that the Government advance
LL. 650,000 for the project as a loan to be recovered from
profits over a period of ten years. The remaining part was to
be provided by the producerss Since the total area of ponds
in Lebanon was more than 310,000 sqem., the investment required
from the producers did not exceed cne pound for each square
metre they owned of ponds. That made sure that every producer

participated within his financial means.

It became clear, later, that little progress had been

made in establishing a procedure for financing the construction
of the recommended plant. The representatives of the producers
did not agree on a specific plan,in spite of the Ministry of
National Economy encouragement and the preparedness of the
Industry Institute to help. The Institute went as far as
forming a general programme and undertook full detailed studies

of technicel requirements, plans, and estimates of costs and

profits.



be Industry Institute Work With Covernments Abroad:

The interest on the part of local governments in the consulte-
ative research services of the Industry Institute can be
attributed to three factors. First, the march of industriale
ization has set the governments concerned to seek measures
and ways of bringing home the benefits of industrial program-
mes and projects. Second,a cheap and easily accessible centre
where scientific experience and research services were to be
found, Most of these countries are far from the developed
technical and industrial centres of the West, while the
specific lack of highly trained technicians have prevented

the creation of a centralized organization for industrial
development to which governments can resort for help and
guidance, Third and finally, the founders of the Industry
Institute contemplated that as the Institute develops in
experience and technique it may well become a centre from
which Lebanese assistance, could be made available to
industries in neighbouring countries with similar problems?

_ Of all the governments of the area, Jordan figures out
as one of the most prominent public sponsors. Under the terms
of un agreerert yith the Jordan Develnpment Board, the Institute

is providing technical consulting services in various sectors

8. The Joint Technical Cooperation Project Agreement,

Art. I,



of the economy and especially industry. This involves
furnishing basic technical data recquired for planning
purposes and review of specific developmental projects to
determine their feasibility and soundness. The Board has
also retained the Institute as consultants to evaluate loan
applications within the Industrial Development Fund of that

country's Government,

As in the case of Lebanon, the Institute is elaborating
a programme for the establishment of a standards system in
Jordan., The standardization programme involves a feasibility
study, drafting of the enabling law and adviesing on organiz-

ation and physical facilities required.

The Industry Institute is having its first integrated
project in the field of industrial building designe. The Nablus

Vocational School, which is intended to prepare students for
industrial vocations, includes seven shops : automotion, sheet-
metals, plumbing, wood working,machines, forging and electric-
.ity. The Institute is using outside consulting civil and archi-

tectural engineering services on the project.

Feasibility studies for Jordan comprise, among others,
cne on the industry of fertilizers. It covered a study of the
economic and engineering aspects of various approaches to the
production of nitrogenous and phosphatic fertilizers in Jordan

for the local market and examination of export potentials,



Another, an evaluation of known deposits of ceramic clay raw
materizls has been undertaken and is being followed by feasi-
bility studies of industries based on suitable raw materials.
The evaluation of these raw materials included chemical
analysis and special test firing under controlled conditions
in the Institute's pilot planz. Finally, a feasibility study
of an industrial venture to produce cardboard and heavy paper
products for packing of Jordan's agricultural produce and some

of its industrial products was completed.

In the case of Kuwait, the technical, organizational
and economic feasibility of a slaughterhouse for the slaughter-
ing of two thousand sheep per day has been recently completed,
Equipment specifications, financial and organizational bases,
and production planning were ameng the aspects given thorough
appraisal. Thus all the stages are designed and studied since
sheep are ushered into the yard and holding pens till killing,
flaying and final distribution as fresh or frozen meat.

A feasibility study was successfully conducted for a

‘ plant to bottle and distribute liquified petroleum gas (Butane
gas) in the Kuwait market. This was followed by design of the
plant and preparation of the book of tender for international
bidding. Erection was started early in 1961.

9, The Institute has sought the geological knowledge
of a Germen organization to complete its full

scale study for the creetion of ceramic industries
in Jordane.



One of the most ambitious projects which the Industry
Institute is furnishing, under a recent contract with Kuwait,
is in connection with the establishment in the country of grain
silos and a plant to mill wheat for Kuwaiﬁ requiremen ts in
flour, mainly for Arabic bread,

The services of the Institute were sought in two non-

Arab countries : Somali Republic and Iran. In the first case,
a market survey in the field was conducted to determine the
export potential of Somali meat and meat products. At the same
time, the livestock situation, slaughtering and meat packing
facilities of the country were appraised to determine their
suitability and the need for their development.,

In Iran, the nature of the project undertaken was of
a very broad scope. Here the Institute, on a contract to the
United States Operations Mission to Iran, is providing technical
consulting services in establishing and rendering operational
the development laboratories of the Industry and Mines Develop-
-ment Centre of Iran. That involved choice of equipment and
preparation of specifications, establishing work programmes,
laborat ary and research orgenigzation and administration and

training of staff,

1l
2. Privately Sponsored Projects;-o

10. The writer, in preparing this section, has depended

heavily on the Industry Institute Brochure and its
Supplement.,
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Although the findings of projects contracted by
private sponsors, both in Lebanon and abroad, are considered
strictly confidential, yet it will be desirable, at this
stage, to cover a number of the major privately spensored
research studies., As these comprise the bulk of the
Institute's work,

Wall tile nlant feasibility =

Following the Institute's preliminary survey of Lebanese clays,
towards the end of 1957, a study was undertaken of the feasibi-
lity of a ceramic wall tile plant in Lebanon. A geological
survey wae carried out to locate suitable deposits of sufficient
quantity tc mesure 20 years! production for the plant at the
rate of 20,000 tiles per day. The market was gtudied to
determiné the sales potential, The investment recuired wes
aralysed togsther wilh the cost of producticn and the projected

profitability over five years.

Feasibility of integrated canning plant =

A feasibility study for an integrated canning factory was
studied,based on varieties of fruits and vegetables cenned
under various forms. An intensive market research was conducted,

covering the prices of existing similar products on the market,

potentiel sales were determined, based on various levels of

sales prices, and a recommended manufacturing programme showing

the capacity of the various proposed lines was presented,



Detailed equipment requirements and specifications as well
as a preliminary layout were prepared. The required capital
investment and the operating costs were determined and the

profitability of the enterprise was demonstrated.

Compost fertilizer raw material =

A study has been conducted to evaluete the availability of
composting material in the refuse of a city of about 500,000
inhebitents (Beirut). That included a statistical study of the
seasonal variations of garbage to determine the sampling
procedures. And that was followed by extensive regular
analysis to determine the content in compostable material,

paper, glass, metal, bone and other recoverable by«products.

Market survey for plastic products =

The actual and potential local and export market for a plastic
product was studied in order to determine the optimum size for
such production.

Degsign of accounting systems =

The &actual accounting practices of an engineering firm were

reviced and an accounting manual covering all the operations

of this business was prepared. A new chart of accounts was
recommended providing for properly clescified information to
be used by the management of the enterprise. A complete set of
books, records and forms was designed to suit the particular

transactions of the firm and detailed instructicns for their



use were provided. Also the Institute has contracted to
redesign the accounting system of the Regie Co-interessée
Libanaises des Tabacs et des Tombacs, one of the largest
industrial plents in Lebanon. The responsibilities of the
Institute cover the review of a recommended prepared new

system,

Chocolate and confectiopery plapt -

In Jordan, the Industry Institute has undertaken & feasibility
study, including a market survey, calculation of investment
required and production costs and projected profitability

over five years was analysed. A book of tender was prepared

followed by evaluetion of manufacturers offers.

3, Other Industriel Surveys And Developmentzl Prejects :=

These projects are conducted and intented to promote

in the first place the establishment of healthy and viable
new industries in Lebanon and the area at large. Such results

are published or communicated for the seriocus consideration

of financiers,

Thus, this part of the Institute's activities can be
defined ag ¢ full =*1 7, of the techno-economic feasibilities

of a certain project, in which the Industry Institute follows



a specified procedure @

i ~ the study of the markets of the suggested procuct,
the 3ize of the market in the past, present'and future, the
level of prices and the cost and sources of the imported
product, the required type and quality and the future

development of demands

ii e the study of raw materials, sources, quantities,

prices, costs and its variety.

jii « the choice of the production process which is
more suitable to labour, economic and climatic conditions in
the country, and a preliminary pilot plant design is set
defining the size of the plant and its potentialities (with
reference to i and ii) and the major equipment and its costs

are estimated (fixed capital)s

iv = the study and estimation of the costs of industrial

utilities of water, power and steam and its installations are

designede.

v @« the estimation of the operational costs of the

plant and the working capital.



vl = the estimation of the total costs of production
including taxes and depreciation are compared to receivables
from expected sales. Thus the expected pure profit is
determined, or the net yield of the project for the first,

second and third years at least.

With regerd to creating a hydrochloric acid industry

in the country, the internal markets together with the
availability of primary rew materials have been studied,

The economies of production processes were evaluated with
full consideration of possible exploitation of all the

wastes of the selected production process in other potential
chemical industries. It has been demontrated that if electric
power could not be provided at a lower price (not exceeding

3 pP«le per Kwh) and if the consumption of the compounds of
chlorine show no expansion, then this industry would be

economically nonfeacsible.

The establishment of a paper plant for Lebanon has

.beon quite a grandiose project. A study of the consumption
of four main types of paper in Lebanon was surveyed @
Journals, kraft, wrapping and writing paper, The study
covered the past five years and the rate of increase in
yearly consumption, Furthermore, the production process and

the required primary materials have been selected ; the



= 53 =

preliminary design of the plant has been set and the offers
of the important manufacturing companies of paper equipment
plante in the world have been obtained,

From results which have appeared so far, it seems
that there is a need in Lebanon, and promising potentialities,
for the establishment of a paper industry. The capacity of
the plant envisaged is in the order of 40 tons per day, and the
investment required is of the order of L.L. 10 millions, Yet
two major obstacles hinder the setting of such an industry :
the great quantities of water needed in manufacturing, and
the importation of the necessary cellulose primary materialse
It is proposed that there be more expansion in research to
estimate the possibilities of producing the required cellulose
materials in Lebanon before concluding the study on the basis

of importing these materials,

For this, it is desirahle that necessary allotments be
made for completion of the elements of the present study and
;hich include $ a) the cost of production in detail for the
types which are recommended for productions Also the reconsider-
ation of total capital and expected profits, the verificat ion

of water resources as well as the rest of the factors in order

to determine the site of the plants b) Possibilities of growing



plants by the comcerned agricultural authorities, which can be
used as a primary material for the extraction of cellulose, s0
as to be able to stop importing this material after a number of
years. The study has to consider the sources and suitability of
the wastes of agricultural products, now available in the
country, from grass and banana leaves and 'stalks' of tobacco
as well as others. A pilot plant unit is recommended to be set

at the Industry Institute for further research,

The Lebanese consuming market of rubber tires has been

studied in relation to the types, measurements, quantities and
the cost elements of its importation were determined. The rate
of increase in cars, trucks and other vehicles in Lebanon has
been studied, while the average consumption of all types and
standards of tires was determined, Moreover, the productive
capacity of the proposed plant was again determined and a
preliminary design set with detailed productiocn costs and the
amount of needed capital for the projects as well as other

expenses,

It was found out that the project was desirable, yet
the degree of its financial feasibility follows the protection
policy which the State may see fit. The Industry Institute is
able, once willingness is found, to complete fully this and other
developmental projects, and to set a detailed programme for



work, its timing 2nd costs,

C. LABORATORY TESTING AND ANALYSIS:=

From the start, the setting up of physical and chemical
laboratories formed part of the conception of the Industry
Institute to provide a reliable and permanent centre of scientific
investigation through chemical, mechanical and electrical
measurements, to offer testing and analysis services to check
on the quality of raw materials and to control production.

Hence proper personnel were emploved and trained, modern
tools, equipment and instruments were acquired, while the
application of approved international methods and dependable
testing procedures has been the uninterrupted task of +he

past vears,

l. For the General Public se

The Institute has realized the absolute essentiality of
analysis and testing fecilities, for if they are wide enough in
scope and of reliable scientifie standards they constitute in
themselves a fundamental contribution to the overall national
productive effort. The services are given to the public in the
Institute capacity as an independent organizaﬁion. Similar
services, in Lebanon and neighbouring Arab countries, if they
do exist, are only to be sought within the framework of Govern-

ments, big foreign companies or academic institutions. As such,



and in general, they are naturally not available to industrial-

i sts and businessmen,

Both routine and specialized chemical and physical
tests aﬁd analyses are conducted in a wide variety of fields
including : petroleum products, fuels, water, ceramic materials
and products, cereals, fertilizers, minerals, beverages and
leather. All fees of current analyses and tests undertaken by
Institute laboratories are determined on a cost=incurred basisfl
Thus they are in full conformity with the notefor-profit

character which dominates all work carried by the Institute,

Quality control now ranks in importance with control
of quentities and costs, Deep changes in the make up of our
Arab society have created the need for a scientific approach
to the maintenance of uniform quality in industrial products,
Product inspection and control have become increasingly vital,
Universally accepted methods and procedures of the ASTM, AOCS,
BSI,AFNOR, DNAlgand so forth are adopted. Thus disputes and
Elaims in quality, spscifications and the like are brought to

the Institute's laboratories for certification or arbitrat ion,

11s A list of fees is issued periodically by the Institute
covering the cost of analyses and testing work in its
laboratories,

12, ieee, American, British, French and German systems of
standards and measurements,
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It can not be denied that the local market in the Arab
countries is highly biased against local products, while
foreign manufactured ones receive unquestioned acceptance.
Unfortunately, not all of our industrialists are aware of the
quality challenge; few in fact have responsed to it. Undoubtedly,
goods must be of high and uniform quality to find acceptance
in competitive markets.13

2. For Governments:=

The Institute's laboratories are recognized as having
official status by the Lebanese Ministry of National Economy
(Consumer Protection Service), the Customs Authorities, and the

Health and Agricultural Ministries of the Government of Lebanon.

In contrast to the year 1959, which was the 'Project Year'
- as a result of the Institute's reputation being established in
Lebanon and neighbouring countries = 1960 would have been
gtandards Year, were it not for the delay in passing the Stan=-

dards Law by the Lebanese Parliament. Before 1956, there was no actual

13, See : (i) M.D. Attiyah, "Industrial Growth: Elements and
Requisites™, Al-Jaridah, n.2317, July 7, 1960,

Pe Te
(ii) S, Hayek and A. Najjar, Report on Industrial
Product%vitx, mime, Industry Institute, Beirut,
€Ce a
(iii)Drafé Law for a Lebanese Standards Organizations
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separation between income arising from public laboratory
testing and analysis and that arising from Governments, but
more than half the income came from testing and analysing

samples pertaining to Government departments and ministries.

As the following Table V shows, the Institute's income
has been drastically reduced and left very meagre indeed - few
hundred pounds per month, as a result of the diversion of all
the testing of the Consumer Protection Service of the Ministry
of National Economy, late in 1958, to the Central Health
Laboratory. Yet the Institute continued to command official

status,

The Industry Institute was chosen by the Kuwait Govern=-
ment to act on its behalf in the inspection and certification
of the manufacturing, testing and shipment by a Lebanese plant of
building materials worth several million Lebanese Pounds. The
Institute continues, up to the present, as plant inspectars
and certifying engineers on behalf of the Kuwait Government in
- connection with some purchases of that Government from Lebanese

industriess

Again, in the middle of 1960, The Jordan Development
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the testing of the Consumer Protection Service of the Ministry
of National Economy, late in 1958, to the Central Health
Laboratory. Yet the Institute continued to command official

status.
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Institute continues, up to the present, as plant inspectars
and certifying engineers on behalf of the Kuwait Government in
connection with some purchases of that Government from Lebanese

industriese

Again, in the middle of 1960, The Jordan Development



TABLE V
INDUSTRY INSTITUTE'S INCQME FRQM STUDIES
AND RESEARCH WORK AND LABORATORY TESTING ANALYSIS
1953 « 1961

(L-L.)
YEAR LABORATGRY TESTING AND ANALYSIS STUDIES AND GRAND TOTAL
Public Governments | Total RESEARCH

1953 - - 26 - 26
1954 - - 15,164 - 15,164
1955 - - 38,952 15,475 54,427
1956 | 17,712 17,666 35,378 47,823 83,201
1957 | 19,407 21,753 41,160 113,189 154,349
1958 8,170 7,150 15,320 118,382 1335702
1959 | 17,260 5,268 22,528 169,801 192,329
1960 | 20,546 2,112 22,658 281,257 303,915
1961 | 22,722 3,969 26,691 522,858 549,549

1,426,662
SOURCE: S. Samaha, Industry Institute, June, 1963,
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Board has approached the Institute for designing and setting
up of 2 system of standards and specifications in the
Kingdom, aside from the testing and analysis of clay
deposits fpr the ceramics industry which the Institute has

undertaken,



CHAPTER FOUR
THE INDUSTRY INSTITUTE : A COMPARATIVE STUDY

A. INTRODUCTION:-

The present chapter has comparison as its theme : how
the Industry Institute figures out in contfast to other
systems of management and research centres of developing
countries on the one hand, such as Egypt (UAR) and India; and
with those found in the more developed countries such as
Japan, the United Kingdom and the United States} Therefore,
it is of necessity a short yet rapid survey of conditions
and institutions that help develop human resources - how

nations are committed to research and innovationse

B. INDUSTRIAL RESEARCH IN DEVELOPING COUNTRIES:-

It is striking if one has to contrast between developed
countries investment in development and industrial research
and that of the developing countries. Heavy investments
have been made in industrial research and development by many
advanced industrial countries and further expansion is planned
ahead. On the other hand, the developing industrial
Eountries are in an advantageous position to benefit from the

techniques and experience of the advanced countries, yet they

l. The writer is much indebted to Management in the Industrial

World (Harbison & Meyers) and especially chapters 7,8,13
and 16 to which he has resorted in making up the skeleton
of the above chapter.



lack the development and research staffs,

l. EGY P T (UsA.R.) 2=

The industrial sector of Egypt, though limited in
size, is quite impressive. Industrial production, since 1952
Revolution, has more than doubled., A plan was envisaged by
the Ministry of Industry in 1957 to double industrial

production in the five years to come, and in fact it was

realized two years in advence,

Today the United Arab Republic has taken up modern
industrial development techniques, stress laid upon high ovens
end heavy basic industries. The acquisition of foreign
exchange for the importation of raw materisls, modern machinery
and food for her people is the ultimate aim behind industrial-
ization, besides offering goods for the Afro-Arabian markets

and hers domestically,

The country lacks the competent administrative and

managerial manpower. But this is more felt in Egypt due to
the fact that industrialization is still in its first stages,
and any industrial development of significance has taken

place only within the last decade. Yet industrial experience.

is building up as developmental projects are launched with
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& host of technicians, engineers and research staff, Moreover,
the Suez aggression of 1956 led to replacement of many British

and French managers by young military officials,

It is believed that for industrialization to attain
its set goals, Egypt must accumulate industrial entrepreneurs
and profesdicnal managers, of high academic competence and
technical training. Thus for years now many of the present
generation are sent abroad to Germany, England, the United
States and the Soviet Union for practical experience and
specialized training. As a result, the university graduates

are more attached to industrial employment than before,

The country's institﬁtions for generation of high
level human resources needed for the development of the home
economy at large are fairly progressed in comparison to ot her
less developed countries, The universities, technical training
institutes and centres of research claim to have quite good
programmes of study, training and high talented leaders, The
Qquasi-public enterprises and the Misr group of compsnies have
won over these new administrators who are ever keen to adopt
new practices, techniques and procedures which n2y bring about
rapld industrialization,



It was towards the end of 1958 that formal recognition
was made of deficiencies in industrial raesearch end managerial
studiess Universities in the Arab Republic started business
administration programmes for competent ménagemant, and in
large cquasi-public companies, such as the oil refirning,
iron and steel and textiles, centres of research were set up
for creating a nucleus of specialists, highly trained and

able to achieve development objectives,

Of course these institutions will not, in themselves,
secure the type of basic alterations needed to bring home a
widespread esconomic growth, Yet it seems fairly certain that
revolutionary Egypt has already demonstrated to master the

everincreasing problems of technology in the industrial

superstructure through its young management,

2. INDIA:'
' India shares with the United Areb Republic the shortages

of managerial resources which are quite inadequate,once

" accelerated and planned industrialization is in mind. The Five-
Years Plans of India have stressed the development of basic
heavy industries, besides projects of transfcrnirg village

community and raising food production levels,



Even now, the Indian iIndustries are predominantly
on a small or medium scale with patrimonial management. Yet
technology has spread out rapidly in cotton textiles and
quasi-public steel and fertilizers indusiries,thus promoting
keen interest in problems of management, techniques and skills.
Emphasis has been laid as a result on professional management,
and the typical highly centralized and nepotict management
i1s dying away and regsrded a2s inefficient for industrial

development.,

It wes quite recently that research centres were set
up by the various asscciationes of industriesg thus pioneering
progressive managerial outlook snd effecting industrial
studies for training and technical experience. Unfortunately,
it is still with the Indiarn education system that the well
reputed universities lecn heavily to law and the humanities
which is by a2ll standards not susceptible to developing an

industrial society.

The Government of India, recognizing these and other

weaknesses, appointed in 1950 a Board of Management Studies
to meke recommendations for the development of industrial
menagement and economic research training programmes with
emphasis on techniques, tools, principles and practices, It

wes late in 1955 that such steps were taken at Indian univer-
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sities and institutional centres. The technical assistance of
the International Labour Office was tapped to help improve the
quality of supervision and train experts in many Indian
industries. Seminars and conferences on management problems

developed later.

Although thece and many other programmes have gone a
far way to promcte a professional well trained management, yet
the majority of Indian industries are unaware of the benefits
of research and application of industrisl techniques and

developing managerial skills,

C., INDUSTRIAL RESEARCH IN DEVELCPED COUNTRIES:e
l. J AP A N:-

The rate of economic development of Japan is quite
impressive and has surpassed most industrialized nations. In
fact, the country has the highest income level in Asia. It was
the State and neither a revolutionary elite nor 2 rising middle
_class which played the major role in brinzing about industrial-

ization and wealthe

Certainly Japan has no natural endowments nor plenty

of capital which make her a leader in ship building, textiles
and transistors the world over. It is an enlightened management

thet developed human resources to utilize modern machinery and



industrial processes, and rational application of factors of
production. True that the Japanase were late comers to
industrialization, yet they have benefited encrmously from
the rich experience of the West in technblogy and research,
Capital, know-how and the best administretive and technical
personnel all promote rapid industrialization. Strange enough,
an over supply of administrators and technicians has become
the crucial problem of human rescurces in Japanese industry.
The country's ability to utilize high-level human resources
is smaller than her capacity in genereting high-talented

MAnNpPOWET o

The State, within the space of fifty years, invested
heavily in education and that was reflected in universal
education, vocaticnal training centers, universities and
industrial research institutes. Missions of engineers, scientists
and managers were sent abroad to borrow and adopt technical
experience, advanced ideas and innovational processes. Rarely
was the humanities or the law emphasized. Thus, through
research and science, Japanese prcducts everwhelmed the world,
What Japan needs at the present is a radical change in the
outlook of top management to maintain the country's amezing race

of growth intact : a more humane approach to labour problems,

2. UNITED KINGDOM:=

Britain, the cradle of the Industrial Revolution, was



known as the workshop of the world, and her industries set
famous standards of performance and initiative. Management, in
developing advanced technology, is ficing at present challenging
conditions such as the naticnalization of basic industries

after WorldWer II, increased power of trade unions and the
pursuit of a social welfare state with heavy taxation

repercussions.

In contrast to Japan, Britain suffers from a short
supply in managerial resources, Lack of managers with specific
technical training,as technology advances and more administrative
ability,as more industries are merged and organizations become
quite complex. In this respect, great efforts sre taken towards
developing adequately competent managerial resocurces. Thus
recegnition is made of raising the quality of performance of
industry and management, Research centres end scientific
institutes have spread the nction that management is but a skilled

Job which demands high qualifications and traininge.

The British Institute of Management established in 1947,
among others, has gone a long wey in the direction of circul-
ating effective information ebout advanced managerial practices,

It promoted comprehensive ressarch into industries, and sought

a well developed system of training management. Hence important



results were achieved in scientific analysis and industrial
research. Specific techniques in hand with administrative
changes paramount for utmost efficiency have greatly improved.

Quite evidently, professional organization is on the move 3

values and objectives have been reconsidered in the light of

intense competition from abroad.

Impact is being made on most British universities
such as Oxford and Cambridge as well as London, Birmingham
and Manchester, where courses, seminars and conferences in
advanced managerial practices and systems are taken up with
enthusiasm, Executive programmes are developed with special
stress on innovations and industrial research to raise the
standards of professional management. Yet internal programmes
of management development, at the firm level, must have

priority.

3. UNITED STATES OF AMERICA:-

Unlike other industrially advanced nat ions, the United
States has the highest concentration in its economy, which has
gained voluminous growth since the Second War, and that is
witnessed in its giant corporations. What led to this growth

of the corporate system, and eventually the separation of

ownership from control, is clearly seen in the mushrooming
industrial organizations, wide national markets and a complex

advancing technology which resulted in products diversification



and greater adoption of integrated processes or 'continuous

flows',

From the beginning,scientific management was
recognized as an economic factor clearly distinct from other
resources of labour and capital. Technical and managerial
skills still continue to be utilized more fully than in any
other industrial countrye. In recent years, furthermore, heavy
investments were made in industrial scientific research and
application of innovations to improve on the skille and talents
of managerial powers., It is envisaged, however, that such
investments would increase manifolds as a result of electronics

and space conquests,

Professicnal management has played a greater role in the

United States than in any other industrial nation. The managerial
career is determined quite clearly more and more by a back=-
ground of high educational qualifications and therefore the
old business executives of the family type are passing away.

The highly respected status enjoyed by present manage-
ment in the social and economic professions and occupations
of the United States is attracting thousands of American youth
to research institutes and scientific centres. Competent
graduates in engineering, sciences and business administration
are starting successful careers in management than in most

other developed countries,



Universities, research centres and technical institutes
as well as the American Management Association all offer
management programmes and professional courses and seminars
leading to specialized jobse in industrieﬁ. These have been
carried also within the corporations. Such development of
management practices are carried with the sole objective of
improving already existing professional skills and administrat-
ive knowledge and preparing those with extraordinary abilities

to advance and take over positions of leadership.

Other training programmes have developed at technoclogy
institutes such as Carnegie, Chicago and Massachusetts., Here,
practical approaches to industrial problems such as statistical
quality control, electronic computers and automated production
lines are tackled which might be faced in an increasingly
complex technological society o A highly competent man agement
assures survival and growth in an ever competitive dynamic

ec anomy .



CHAPTER FIVE
THE IMPACT OF THE INDUSTRY INSTITUTE ON INDUSTRIALIZATION
AND DEVELOPMENT

A. INTRODUCTION:w

The preceeding chapters have surveyed the first ten
years of the Industry Institute. It is not quite feasible,
although the information contained in the previous chapters
are up to date, to measure and assess the results of the
projects and work carried out by the Institute in Lebanon and
the neighbouring Areb countries, This concluding chapter,
however, will evaluate the aims and objectives envisaged at
its establishment. The purpose was stated to create a permanent
national centre wherein specialized scientific knowledge and
experience, material means and technical data, informetion and
production methods are gathered and developed. These complement
each other into an integrated service organization that offers
professional services to industry and industrial development
in the form of reliable consultations, studies, research,

analysis and testing.

The main crucial question toc be answered is whether,
at this stege, the Industry Institute has contributed to the
overall economic development of Lebanon and that of the zrea.

For as industrielization progresses, both existing and

potential industrialists find s need for a broad background
of general econcmic, technical and menagerial information.

- 72 -
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Industrial development does not take place all by itself : it

must be enc auraged and assisted,

Hence,this final chapter emphasizes the impact of the
Institute cn industrialization and economic development of
Lebanon, Furthermore, it handles critically the role the
Industry Institute plays in future Middle East developmentes

Finally,a global evaluation of the extent of research
activity is duly considered, and a study of the obstacles and

problems which face the Institute is taken,

B, THE INDUSTRY INSTITUTE AND THE ECONOMIC DEVELOPMENT OF LEBANCN:e

As industrial research is an intangible service the
immediate results of which are of an unfamiliar nature to analyse,
it is certain to face a multitude of difficulties, especially
in the less developed countries, Yet in Lebanon, such difficult-
ies ar& not so pronounced as in the less developed countries
undergoing industrialization. The services of the Institute are
" more readily resorted to than it is generally the case with those
countries which plan to industrialize, The environmental

conditions are quite favourable,

Lebanon has a higher level of education than most of the
less developed countries. The country's greatest asset lies not

in its material resources, but in its human recources that



attained the level of prosperity Lebenon enjoys presently.
Although there is a profusion of educetional systems, yet the
freedom of education, especially in the higher levels, has
helped much towards developing a competent body of techniecians,
scientists and administrators. The number of students enrolled
in Public Schools stood at 105,922 in 1959, while enrollment
in Private Schools was 160,000 with total 2,490 Schools%

Vocational treining and technical education are still

at their infancy. This type of education should be developed

from its rather primitive stage, as it wc: stated at the outset
if this country is ever to achieve high level of development,
Research by itself does not bring about economic development,
Presently there are only seven government vocational schools
that have mechanics, electricity, metal works, printing,
industrial chemistry and the like, with enrollment that stood
at 975 students in 1959, There are in Lebanon sixteen private
vocational schools with 590 students, that teach such subjects,
besides the above mentioned, as book keeping, radio and

wireless and commerce,

l. Preliminary Assessment of Manpower Rescurces And

Requirements In Lebancn, Economic Research Institute,

1959 (ntpl )
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Furthermore, there ars seven institutions in the
country that cater for higher education, They are : Americsn
University of Beirut, University of St. Joseph, Beirut College
for Women, Lebanese Academy, Lebanese Uﬁiversity, Middle East
College and Beirut Management College. Enrollment in the first
six institutes was more than five thousand during 1959. Of all
the Universities, only the American University and University
of St. Joseph that contribute, through their well-equipped
laboratories, to research and scientific analysise Only in the
former, on the other hand, graduste business administration
courses are taughte Executive development programmes and
management practices,particularly in the Beirut Msnagement
College, are carried through seminars, conferences and the
like from time to the other in association with local business-

men and industrialists and international bodies.

No dependable information is available on students who
are studying abroad in educational missions, or otherwise., But
the Institute of Intermational Education states that 544 Leban-
ese students were studying in the United States during the
academic year of 1959, most of them were in the sciences and

business administratione.

In the absence of basic statistics, it is difficult to

give a general appraisal of the manpower resources of the
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countrye. Up to the present, the Lebanese governments fetch
the consultative services of foreign experts and international
technicians to accelerate the rate of development in adminis-

tration, industries and the economy at large,

It is almost impossible to measure the impact of
industrial research and technological information rendered, At
best they act as catalystic agents, in the overall industrial
development of Lebanon, But it is generally accepted that if
technical knowledge and resesarch are successfully implemented
in the developed phases of a project, may result in economic
géins, more efficient production and direct attributable
benefits,

Although it is difficult to assess the impact of the
industry Institute on the Lebanese economic development, yet

certain conclusions can be made,

ls Extent of recsearch activity and the readiness t o use the
outflow from research and development
——==—cs_-_ fo5earch and development

The first few years of the Industry Institute were on

the whole years of experimentation and learning for the
Institute's staff as well as Lebanese industrialists and business-
men. Several projects suffered delays, and in few cases failures

in the implementation and control of projects studied, In one or
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two incidents, research was discontinued and the projects were

dropped altogether,

The Lebanese expect much, and in a relatively short
time. Thus the main criticism forwardes in this conjunction is
that relatively limited capital has been spent on research
and development compared to other countries, especially at hts
initiating years, as most of the Institute's income came fram
the United States Operations Mission to Lebanon. One reason
given for the small allotments in the direction of research
was that technical infommation and research knowledge was
given on the basis of requests when approached by the various
industrialists. Lack of planning resulted in less projects
being considered. The spirit of guidance was almost non existent
to the Government. Lebanon is in such an advanced state of
development that it needs a research centre to spréad out
technical knowledge together with the State's protection and
guidance in order to have a tangible impact on the country's
economy. ’

The industrial sector can be developed not only by

establishing new industries, but also through improvement of
the existing ones through lowering their costs of production

and improving the quality of goods produced. Existing industrial
establishments are faced with problems of competitition, of

high cost of power and of limitations of the local markets,



Industrial establishments in this country are on the whole too
small to afford industrial research and extensive market surveys
and labour training. Thus they have difficulty in impreoving
their ifficiency and increasing their productivity. The extent
and implementation of research and development could only be
measured by these results. Whether a largezpart of research

output pays its way through products input.

2. Innovation and management:
Unfortunately, not all industrial establishments and

business organizations are equally receptive to research and
development techniques, Such attitude is partly explainable
in that few senior managers realize the benefits of research
in securing more efficiency and higher productivity. Granted
that the financial position and the commercial objectives of
the firm should receive prior consideration, most Lebanese

executives consider research as an extra cost to their establish-

ments.

It is true that industrial research for the most part
should pay for itself. Management has to reap the fruits of its
investment in the years to come. Yet it becomes a crucial question
of growth, or decadence, in an ever competing world of science
and technology, if the Lebanese administrators in question do

not resort to application of modern menagement principles and

2. Carter & Williams, op.cits, p. 62.



implement innovation at all phases of production and industrial

processess

Enlightened young Lebanese managers are stressing
more and more the importance of a rapid and apparent rate of
growth of research and development expenditure to cope with
their ever increasing problems arising from inadequate inform-
ation and shortage of consulting services. Innovation, through
research, becomes an inevitable tool for the progress of

industrialization in this country.

C. IHE ROLE OF THE INDUSTRY INSTITUTE IN MIDDLE EAST DEVELOPMENT:«

In its endeavour to promote commercial and industrial
activity to bring about a rising level of income, the Industry
Institute has extended its services to neighbouring Middle
East countries since the early years of its initiation. The
impact left varies from one country to the other, and from one

project to the other,

In those countries where the state plays a major role
in shaping and orienting the economic activities of the
community, the Institute has had an impressive role to play in

contributing towards development and spreading out technical
information. As it has been said previously, most of the countries
of the area are far from the developed technical and industrial

centres of the West. Added to that, many countries suffer



shortages of high skilled manpower, technicians and administ-
ratorse Thus the Institute pledges full and cheap consultations
and technical knowledge to the industrialists snd businessmen

of neighbouring countries.

Feasibility studies are offered in conjunction with
long-term ecmomic and technical develcpmental programmes. In
many instances, the Institute is the sole consultative centre
that offers its services in all aspects of standards, analyses
and measurements to the respective Governmentes, Moreover,
research organization and administration and training of staff

are well under way,

However, it cen be stated at this stage, that many
difficulties face the Institute in implementing the final phases
ef a project in the neighbouring cowmtries. Application of

research is not an easy venture. For certain features inherent
in the economic and social structures of the area which put

high hurdles along the path of exchange of technical knowledge,
Basically, the educational systems are below standards in most

of the countries where the Institute has given technical
assitance and research information. It would be a welcome
revelation for the Institute staff of technicians and scientists
to find that governments as well as private establishments,are

getting more and more used to new ideas and availing themselves



- Pl -
of modern practices and tools of development,

Certainly, the role of the Institute would be much
more impressive in stepping up economic‘deveIOpment, if both
the Governments and communities concerned would get enthusias-
tic about the achievements of research and technical assistance,
Research alone can not bring about economic development all by
itself. Gigantic efforts to accelerate growth end provide a
higher level of income must ultimately rest with the peorple

themselves,

Many of the Middle Eastern countries share basic
problems with Lebanon. Although it cannot be expected that
radical improvements would teke place in the foreseezble
future unless basic approaches occur in the outlook and
receptiveness of neighbouring communities to the winds of
development and change which are blowing from centres of
enlightenment. The march of industrialization is likely to

discontinhue if the socio=economic conditions do not alters

The task of the Industry Institute becomes thus
extremely difficults Yet the ‘1po-tant test will be vhether
countries who have resorted to the Institute's technical
assistance have profited from the knowledge they have acquired

and whether they will continue to apply it once the project or



study is handed over.,

D. CONCLUSIONS AND EVALUATION:-
The slowness with which industrial research and

technical knowledge reflects themselves in the performance of
the Lebanese economy and developing that of neighbouring
Middle East Arab countries, coupled with the relatively short
period surveyed make it rather difficult to pass judgements
on the Industry Institute. Yet,few concluding remarks are put
here which necessarily contribute towards a global evaluation

of the sucess or failure of the Institute as suche

l. Measured by financial standards, the Institute
has progressed tremendously towards becoming completely
independent from external aids. The income has risen many
folds, from twenty six Lebanese pounds in 1953 to over a
million presently. Since 1960, thg Industry Institute has
stopped receiving the United States Mission aid.

2. The Institute possesses now an advanced and
coordinated well-equipped body of technicians and industrial

consultants in Lebanon and the whole Middle East area. Staff
competence, high training and familiarity with local problems



have built up a worthy reputation for the Institute in

analysis and testing besides consultative services in manage-
ment and industrial r esearch, Invariably, the Institute's
activities have made themselves felt in one aspect or another,
True, some projects were successful enough to be handed over
completely to private end public sponsors, still a few had to
be discontinued either during the early phases or after they

were handed over,

3. Taking &ll factors into consideration, the Industry
Institute; more than any other organization in the area that
extends services of similar nature, must endeavour to pramote
interest in research and stimulate change and progressiveness
at all stages of production and marketing. Practices of
management and modern tools of technology should be induced
to improve the quality of products, reduce costs and increase
economic efficiency - in all to speed up rational industrial-

ization.

4, At the level of the firm, inadequate approach by
local industrialists and businessmen to their problems, and
therefore to research and scientific management can no longer
be forgiven. The march of industrialization and technology

dictates an urgent resort to application of modern practices
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of management and adoption of new ideas, Future standards
of performance impose a change in outlook of many Arab
executives. The new generation is coming to realize that

progress must be fought for quite hard,

5.Again, the progressive Arab Governments have to
coordinate their policies towards protecting backward
industries and accelerating the application of research and
technical development. More centres for spreading out
consultation services, on lines parallel with that of the
Industry Institute, in production and industrialization must
be established. Care should be taken in improving the
educational systems and raising their standards. Management
institutes and vocational training schools should be encouraged.

Moreover, industrial credit have to be provided for and extended.

6. Given all these factors, Lebanon, more than any other
country in the area with all the favourable conditions, is
destined to supply the Arab nation with the required faculties leading
towards industrialization and eventually higher income levels,
The Industry Institute, with proper leadership and planning, can surely
help to build up the confidence which will be necessary for speeding

up that processe



In conclusion, the services and scope of activities
of the Industry Institute will undoubtedly play an important

role in attaining and promoting the objectives for which the

Institute was first created.



APPENDIX A

JOINT TECHNICAL COOPERATION PROJECT ACREEMENT
BETWEEN THE TECHNICAL COOPERATION SERVICE FOR
LEBANON AND THE LEBANON MINISTRY OF NATIONAL

ECONQMY AND THE MINISTRY OF AGRICULTURE AND
THE ASSOCIATION OF LEBANESE INDUSTRIALISTS.

Article I - The Establishment of An Industry Institute

This is a joint Technical Cooperation Project in
the field of industry end its development,

rtd - cipation

This project agreement i:c entered intc between (1)
the Directory of the Technical Cooperation Services
for Lebanon (2) the Lebanese Ministries for National
Economy and Agriculture and (3) the Associstion of
Lebanese Industrialists, persuant to the Technical
Cooperation program agrcement between the Goverrment
of the U.S.A. and the Government of Lebanon, dated
June 26, 1952, The provision of such program agresment
shall be applicable to this agreement =nd to the
conduct of the project described herein.

Article TII - Joint Aims and QObjectives

ls The existing industries, entrepreneurs intend ing
to establish new industries and Government Agencies
ccncerned with the guidence and orientation of
industry, are faced with technical, production and
organization problems the solution of which requires
direct access to a centre with trained personnel

and adequate technical facilities.

2. Lebanon's historically mercentile economy, its
distance from the developed technical and industrial
centres, the small size of its industrial establish-
ments, and the specific lack of highly trained
technicians have prevented the ereation of either a

centralized or individual organization for indus-

trial development to ich governmental or private
agency can rgsort orwnefp éng igance. ¥
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3, There is at present an important segment of the
population employed in industry, while the closing
down or the drastic curtailment of certain industries
which had been hurriedly set up to meet the country's
war economy has left a large number of workers
unemployede

4, With an economy almost entirely based on trade,
Lebanon runs the risk of having its sources of supply
blocked in an emergency. Moreover, in normal times,
the economy of the comtry leaning heavily as it
dces, on trade is unbalanced and requires adjustment
which can only be effected by the addition of
economically feasible industries.

5., This project agreement is therefore designed to
provide the country with a reliable body of experts
as an orgenized channel for the exchange of technical
knowledge and production methods between specialists
of the Technical Cooperation Services, the industries
of Lebanon, and university research units and labora-
tories witﬁ a view to affording existing industries
technical advice and promoting the establishmentof
healthy industries and adequate methods of production.

6« The availability of an industrial institute in
Lebanon which would provide these and such like
services is an asset to the country all the more
valuable because it can be economically ecstablished
for the reason that there are in Beirut two univers-
ities possessing adequate lahoratories which sghall
place at the disposal of the institute, a2t a meodest
cost, the use of established facilities.

7. It is contemplated that as the Institute develop
in experience and technique it may well become a
centre from which Lebanese assistance could be made

available to industries in neighbouring cowmtries
with similar problems.

8. An Institute at the nature foreseen stands in need
of financial assistance for a number of years in the
immediate future until the Institute develops,becomes
better and self supporting.

- Joint Plan of Actioni=

An industrial institute is hercby set up on *he
following terms and condit ions,.



a. The Institute's principal offices shall be in the
city of Beirut, Lebanon and the Institute shall
therefore be subject to the laws of Lebanon.

be The Institute shall be regarded as a corporate
body possessing the juristic personality represented
by a Board of the INIDUSTRY INSTITUTE which shall
comprise representatives of the Lebanese Minis;r%gs
£ nd Agriculture, the association
of ﬂ%ﬁ&ﬁ%ﬁl %gg%%?¥iglgst§ and a university reprecent-
ative from the university with which agreement would
have been reached for the use of the facilities in
its laboratory and research units. A Point IV repre-
sentative shall be a member of the board as longas
funds are provided by Technical Cooperation Servicas
for the upkeep of the Institute.

ce The institute shall provide an organized channel
for the compilation and exchange of technical knowe
ledge with regard to industry, methods of product ion,
menagements, cost accounting and similar technical
services. It shall alsc advise, gratuitcusly or for

a fee, as the Board shall direct, individual indus-
trialist or bodies, Lebanese or foreign, on industrial
problems referred to the institute,

de The Board shall establish a scale of fees to be
charged for the services of the institute, and it
shall have the right to elaborate rules for the grant
of exemptions in appropriate cases.

es The Board shall have the power to nominate the
staff required including the recruitment of the

foreign technical officers on the advice of the
Technical Cooperation Services as long as that body
continues to contribute to the upkeep of the Institute,
The Board shall also have the power to incur and
defray all ligitimate expenditure in connection with
the Institute,

fo The term of office of the Board shall be two years,
at the expiration of which the parties hereto or any
body which may have been set up to replace them shall,
by agreement, select the seven members of the Board,
Retiring members shall be eligible for re-appointments

gs The Board shall arrange for the accomodation of the

Institute and the use of floor space and university

fgiilities within the financial provisions made avail=
aole,
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hs The Board shall meet at least, once a month,
and more often whenever it is deemed necessary in
the interest of the institute.

is Meeting shall be convened by the cheirman, of
the Board or cn his behalf by delegetion, The latter
calling the meeting shall contain the agenda of the
meeting before the Board.

Jje The Board shall manege the funds and property
f the Institute and shall arrange to keep proper
gccougtsngE aEi regeipts and expgnditure,pwgic

accouhts shall audit annually, by an auditor

approved by the parties hereto.

k collected a th ceipts shall acgrue
£0 %%% §§ggituteeang sha lobeeﬁagggeépbg the éo&r&.

l. The Board shall grepare an annual budget comprising
an estimate of the Institute's receipts and expen-
diture for the coming year, This draft budget shall

be submitted to the perties hereto three mocnths

before the financial year then current expire.

m, Full details of the functions of the organs of the
Institute are set out in the accompanying chart which
forms part of this project agreement,

ne As soon as the Board is established it shall
proceed with the discharge of its dutlies in accordance
with the zbov: agree’ schedule ,

0« The Board shall prepare and in agreement with the
parties hereto, put into force rules, regulations to
organize the industrial institute and to govern its
activities, The Board shall have the right with the
consent of the parties hereto, to change or replace
from time to time any rules and regulations put into
force for the better administration of the Institute,

Article V - Estimated Duration of Joint Project

As there will be a continued need for the services of
the INDUSTRY INSTITUTE, it shall. continue beyond the
duration of this Project Agreement. Joint support
shall be needed onl¥ for the first years, depending
on how socon the INSTITUTE becomes self-supporting.

As soon as the INDUSTRY INSTITUTE hereby established.
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shall become self-supportin%ethe parties hereto
hereby agreed to use their best endeavour to set
up the INDUSTRIAL INSTITUTE as 2n independent
corporation subject to the Laws of Lebanon.

Article VI =Joint Project Financing

Article VIT

The garties hereto shall contribute and make
available to the extent provided below, funds for

use in carrying out this project agreement and they
undertake to provide for the maintenance of the
INTUSTRY INSTITUTE from year to year within the
limits laid dowr in the Technical Ccoperation Program
Agreement until the INDUSTRY INSTITUTE becomes self-
supportings

1, The Government of the United States shall make
available during the period ending June 30, 1953,
the amount of 150,000 in U.S. currency out it is
exgected that in resEect of the following finencial
year beginning July lst, 1953, an additional appro=
priation of 139,340 in U.S., currency shall be made
available, subject to the availability of funds for
the purpose.

2, The Government of Lebanon shall mske available

LL. 164,400 approximately LL. 75,000 &s land and

IL. 89,100 in Lebanese currency and salaries of full
time employees, during the fiscal year ending Dec.
3lst, 1953, subject to the approval of the Lebanese
Parliament of this contribution and it is expected
that the Government of Lebanon shall make available
annual contribution 2s long as the Industry Institute
is not self-supporting (V %rt. IX).

3, The Association of Lebanese Industrialists will make
available LL. 36,000 in facilities, professional
services and in Lebsnese currency in respect of the
fiscal year ending December 31, 1953 and it is

expected that further like annual contribution will

be made available from yeer to year until the

Industry Institute is self-supporting (V Art. IX),

=_Program Equipmest and Supply

l, All equipment purchased {rom contributions made
by any of the parties hereto for the Institute shall
be deemed and is hereby declarecd tc be the property

of the INDUSTRY INSTITTE,
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2s¢ 4ll information, patents, processes and
techniques developed by the Industry Institute
on its own account shall become its property.
Pclicy for the sale or dissemination of these
informat ion, patents, processes and techniques
shall be decided by its Board.

3. All information, patents, processes, and
techniques developed by the ILIUSTRY INSTTTUTE
under investigation and payment by private agencies -
and firms shall be property of these same

agencies and firms, and all matters pertaining to
the same shall be safeguard with respect to

sSecrecys

Article VIII - Funds Collected By the Industry Institute

Funds collected by the Industry Institute for

services rendered to private or public organiz-
ation shall beccme its Eroperty and shall be
utilized according to the decision of its Board.

Article IX - Joint Porject Administration

1. The nature of this project agreement is such
that the joint administration cf the Institute
shall devolve on the Board. Until such time as
the Institute shall become self-supporting the
deficit shall continue to be met from Jjoint funds
which shall be contributed by the parties hereto
within the limits laid down in the Technicsal
Cooperation Program Agreements The Institution's
budget for the first year of its operation is

set out in Article VI above,

2. Technicians and administrative personnel employed

by the Lebanese Government and working part time
with T.C.8. Industry and Transport in commnection

with other project programs whose salaries zre

not included in the Industry Institute budget will

?e paid supplement salaries from T.C.S. program
unds.

Article X = Project Reporting

After its establishment the Board of the Indws try
Institute shall prepare and address at regular

%E%’EKS%itu%8“%%1&8"%5555&55"8%&%& os Mg,
to the Association of the Lebanese Government
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concerned.In addition the said board shall prepare
an annual report which shall be submitted to the
parties herein recited,

Article XI - Training

The Board of the INDUSTRY INSTITUTE shall have the
right to recommend every year condidates for the
Technical Cooperation 8ervices Trainee
its staff of

Program from
the Point IV

rivate industries, for training under
rainee Program for Lebanon,

Done In Beirut On the 2nd Day of March, 1953 Duplicate
In English And Arabic,

Both Texts Being Equelly Authentic
For the Technical Cooperation For the Ministry of National
Service In Lebanon Economy And Agriculture

Director, U.,S. Techniczl Minister of National Economy

Cooperation Service in Lebanon And Agriculture

For the Association of
Lebanese Industrialists

Vice~Pregidents



APPENDIX B
CHARTER CF THE INDUSTRY INSTITUTE
1960
Chapter Cne

Status and Purpose of The Institute

Article I = The Industry Institute is a Lebanese, non-commercisl
institution independent administratively and
finenecially, for industrisl studies and research

and for scientific testing and analysis, It chall
operate under the supervision of the Ministry of
National Economy and is deemed, through Presidential
Decree No, 10058 of the 17th of August 1955, to
possess the status of a "public utility",

Article IT -The Institute is an independent juristic corporate
body represented by a2 Board of Directors,

i itute is in
t -The Official headquarters of the Inst
S e ggirut, and it shgll have the right to establish

branches in all the territories of the La2banese
Republic,.

Article TV~ The Purpcse of the Institute'. establishment is
to create 2 permanent national center wherein
specialized scientific knowledge and experience,
scientific national means, and technical data and
information are gethered and developed, complement-
ing each other into an integrated service organiz-
ation that offers professional services to industry
and industrial development in the forms of reliable
consultations, studies, research, analysis and
testing.

Article V « All assets of the Institute, whatever their source
or origin, shall be deemed to be the property of
the Institute, and the Institute shall have the
right to dispose of same and enter into contracts to
improve, develop, meintain and administer these
acsets. Tt shall moreover have the right to accept
donations, bequests and aids and to add them to its
acsets and dispose of some,
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Article VI « All information, processes, patents and tech-
niques that the Institute develop on its own
account shall be regarded as its property and
the Board of Directors shall lay down the
policies and regulations governing their exploit-
ation and publication.

Article VII e If the Institute should lose its independent
juristic status or be dessolved, the buildings

end all it othef assets ghall become the
property of the lLebanese State,

Chapter Two
Administrative Organization
Article VIII= The Industry Institute shall be constituted of :

1) The Board of Directors
2) The Institute Administration

Article IX « All legal rights, powers and authorities of the
Industry Institute are vested in the Board of
Directors, which shall also represent the
Institute before the law, The Board shall have
the sole responsibility for safeguarding and
furthering the Institute's aims,objectives and
for ccntrol, safeguarding and develo%’1 g of the

Institute's fac111ties and assets. e Board
Of Directors shall furthermore have the right
to accept aid from whatever :ource, whether
in cash or in kind,.

Article X = The Board of Directors shall have control over
the Institutets administrati.n and finance. The
Board shall ¢

(1) Appoint the Institute Directar and terminate
his services, delegate authcority and respon s-

the annual budg et
%2%%%2 tﬁg ?%m'o?pgggﬁgry %f eggﬁ year a

emend it subsequently as the need arises.

(2) Appoint outside auditors to audit the Ins-
* titute accounts _and submit their report
thereon to the Board.

(3) Lay down the basis for the Institute's scale
of fees and revise and amend same whenever the
need arises.
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(4) Approve the internal by-laws for operation
of the Institute and register same according
to law with the Ministry of Labour and Social

Affairse.

The Board of Directors of the Industry Institute
shall be composed of seven members as follows ¢

(1) The iinister of National Economy - as Govern-
ment representative and chairmen of the Board
of Directors; or the Director Ceneral of the
Ministry of fiat ional Economy as his deputy,
or in cése this is not possible, whomscever

the Minister of National Economy chooses to
delegate %rom among the senior staff of his

Ministryes

(2) One representative of the Asscciation of
Lebanese Industrialists - the President of the
Association or whomsoever is delegated by the
Council of the Association every two years.

(3) One representative of the Chamber of Commerce
and Industry in Beirut - the President or his

depu‘by .

(4) One representative of the Lebanese "Order
des Ingénieurs" (Beirut) the President or
his deputye.

(5) The Director of the United States Operations
Mission to Lebanon or whomsoever he design-
ates,

(6) One bank manager or director, prominent in
the fields of financing and credit.

(7) One university professor, prominent in the

field of technology or economics ; or one
interested in the cause of national scienti-
fic research.

The Board of Directors shall have the power to

add new members to itself as it deems necessary
provided that the total number of members does not
exceed eleven during the first year this charter

is &n force.
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Article XII « The represent@tive of the Government and the
Association of Lebanese Industrialists shall
each be a member exofficioj; no quorum is consi-
dered complete in any of the Board meetings
without the presence of at least one of thems

Article XIII - Should any of the institutionsrepresented on the
Board wish to withdraw from Board membership, it

tify the Minist f Natiopal Econom

an a%%eﬁoi g prior ggrggmgniyt ereon. ?ﬁe Efnist
shall have the right to decsignate the successor
institutione

Article XIV = The Board's term of office s?al% be_two ye rfi at
the end of which membership in the Board” sha
be retained only by the representatives of the

Government, the Association of Lebanese Industri-
alists, the Lebanese " Ordre des Ingénieurs",
and the Beirut Chamber of Commerce and Industry.

Vacancies shall be filled by a majority decision
of the above named permanent members, Retiring
menbers of the Board shall be eligible for
reappeintment, No fee as to income, or cost
reimbursement is due on the institute for Board
members,

Article XV « ™= Bos~1 shell hold regular monthly meetings
and such other meetings =s deemed necessary in
the best interests of the Tnstitute. Meetings
shall be concerned in writing by the Chairman
of the Board or by the Secretary of the Board
acting on his behalf ; each convocation shall
gontgin the agents of the business before the

oarde

Article XVI « The Administration of the Institute is the
totality of the professional staff and adminis-
trative employces engaged in furthering the
Institute's objectives,

Article XVIT ~ The Administration of the Institute shall be
headed by a competent individual appointed by
the Board of Directors and responsible to it,
- and who shall be designated "Institute Director®,
The Institute Director shall be the Secretary of the
Board of Directors,



Article XVITI
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The Director of the Institute is charged with
the conduct of Institute business and execution
of the decisions of the Board of Directors.

He is further charged with establishing the
operational procedures and rules in the
Institute and controlling all the activities

o? its varicus divisions; and he shall have
commensurate power and authority to carry out
his duties.

The duties of the Institute Director are =as
follows

1) Operations and Activities

(a) "= v11) coutrol and coordinate
operaticns and activities, formulate and
approve coperating plens, foster economy in
the Institute's financial intercsts, and
assure the best possible use of its facilities,
services and equipment.

(e) He will formulate and approve
administrative operational procedures at the
Institute.

(c) He will approve Institute proposals
and the outside contracts pertaining thereunto,
as well as purchase contracts and other come
mitments, and ratifies all through his signature,

2) Orgenization

(a) He will approve the Institute's
organizational plan as well as necessary later
chenges therein, and sees to their execution,
He shall be prepared at all times to improve
such planse

(b) He will approve the additions,
elimination, or alteration of peositions at the
Institute,

(c) He will approve the salary and wage
systems at the Institute,

3) Personnel and Employement

(a) He will formulate and approve person-
nel policies,
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(b) He will approve the appointment,
promotion and release of personnel,

(e) He will approve vacat ion leave and
absence due to personnel incidental circumstances.

4) Finanee

(a) He will prepare the yearly budget and any
other requested by the Board and submit them to

the Board for approval, accompanied by the
necessary recommendations,

(b) He will approve payments disimbursed
from the appropriations included in budgets
approved by the Board.

(c) He will approve expenses reports
submitted by Institute personnel, including
his own, for amounts spent while on official
Institute business,

5) Public Relations

(a) The Institute Director shall endeavour
to establish and foster good relations with the
Government, foreign institution, commercial and
industrial corporations and with clients =nd the
public in general. It is also his duty to coor-
dinate the efforts of divisional heads an< to
provide them with assistance and councel.

Chapter Three

Finance and Financial Organigzation

The income of the Institute shall be derived from
the following sources @

1) Payment for services rendered by the Institute,

2) A yearly subsidy by the Lebanese Covernment

granted to the Institute as per the provisions
of the annual state budget,

3) Other grants, contributions or bequests from
individuals and organizat ions both national and
foreign, such grants, sontributions, or bequests
being subject to acceptance by formal decision
of the Board of Directors in each separate case,
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The director shall submit to the Board, beforas
December first of each year, an annual budget
for study and approval before the New Year.

The budget so submitted shall detail the
estimated income from, and the appropriaticns
requested for each of the principal acitivities

of the Institute,

The Director shall prepare a semi-annual
financial report comprising a profit and loss
statement as well as the balances sheet for

the six-month period covered by the report, and
he shall submit to the Board for adoptione

Article T'YIT «The Board shall designate the procedure to be

Article XXIV =

followed in effecting payments and accepting
receipts,

The institute shall endeavour, in the shortest
possible time, to become financially self

sufficient, self sufficency being defined as

the state when the Institute's income permite it

to dispense, in its . nomal budget, with such
financial aid as detailed in paragraph (3) of Article
XX above, and when the subsidy of the Lebanese
Government shall not amount to more than 20%

of the Institute's total budgetary income,

Chapter Four

Aims and Means

The activities and services of the Institute
shall be so organized as to realize the follow-
ing aims g~

1) To conduct studies and research relevant to
the establishment of new industries,

2) To investigate and disseminate information

about available raw materials with a view
to defining their uses and establishing the

best means for their exploitation,
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3) To provide specialized technological manage-
ment and economic consulting services to
existing industries and projects of industrial
cevelopment.

4) To provide, on an international level, reliable
services in testing and anelysis and to lssue
certificates of quality or of conformity with
standards and specificaticnse.

5) To maintain close cooperation with official
institutions, industrial organizations end
development boards both on the national and
internaticnal levels, and in all matters

relating to the industrial organizations and
development boards on the nat onal and the
jnternational levels, and in all matters relating
to the industrial development of Lebanon.

In providing its services and facilities, the
Institute shall adhere to the following ethical
and professicnal standards @

1) To safeguard, under all circumstances, the
spensor's best possible interests.

2) To regard as the sponsor's property any

. information, processes, patents or techniques
developed during work for him and to safeguard
such matters in complete secrecy.

3) To decline a project for which it considers
itself to be not fully qualified.

4) To select Institute staff solely on the basis
of merit and competence,

5) Towards the purpose of inducing complete
freedom from personal bias of the Institute's
management and its profesdonal staff, it shall
not be permitted for professional staff members
and members of the Institute management to hold
government or private positions, or retain
stock or ownership in profit-meking organiza-
tions which are likely in any way to influence
their decisions cn Institute memberss
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Article XXVII ~ The Institute’s services shall be provided on
a cost-incurred basis, in accordence with the
principles and scale of fees established by
the Board of Directors and reviewed from time
to time by the Boards The actual costs and
the methods of payment shall be defined in
a legally binding contrzct hetween the
Institute and the party for which the ssrvice
are to be provided,

Article XXVIIT - Within the limits set out in the annual budget,
and as it deems necessary, the Institute shell
underteke studies and research projects, and
shall provide consulting servicesygn matters
of interest to national industria{ development

in Lebanon, and shall, towards this aim, call
for and hold conferences issue and distribute
rel evant publications. The cogts thus incurred
shall be met from Institute funds and the
results cf such studies end conferences made
avallable to the publics

Article XXIX -~ To realize the aim set forth in this chapter
the Institute sh2ll acquire, cin and dispose

of the following facilities
1) Buildings ;

2) Leboratories and scientific instruments ;
5) Workshep with their equipment ;

4) A library with scientific and technical
publications ;

5) Equipment for accounting, reproductions and
printing ;

Article XXX = The Institute shall constitute a permanent
reliable body of experts and specialists sup-
ported by another body of administrative staff
and accountants which provides internal servi-
ces and undertake routine work,

Chapter Five

General Rules and Regulations

Article XXXT « This charter renders nill and voidel previous
charters, agreements and amendments, and
supergedes them all as the sole basic charter,




- 102 =

of the Industry Institute.

Article XXXIT«This charter shall come intc effect as from the
date of its registration through the proper
channels with the Ministry of the Interior.

Article XXXIIT«This charter may be amended by the Board of
= Directors through a decision of a majority of

two thirds of the members of the Boa§g, such

e t a d coming effective as
ro%d@ﬁg Sa%i o?r%ﬁeigpgggggtrati n through
the proper channels with the Ministry of the
Interior,
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APPENDIX C
DRAFT LAW
LEBANESE STANDARDS AND SPECIFICATIONS

Chapter e

Stendards And Specifications Organization
And Its Functions

An independent organization for standerd, and

specification, under the title of "Lebanese
Standards and Sgecifications Organizations" is

establifhed in Lebanon, and it 1s known inter-
nationally by its initials "LIBNOR"™

Article II- The Lebanese Standards and Specifications Organiz-

ation alone undertakes the setting of national
standards and specifications, its publication and
amendment, and giving the right of using the
Conformity sign for the standserds and specifications.

Article ITI-The national standardg and specificetions ars to

Article IV

Article V =

include by way of example and not restriction - the
measures, patterns and symbols and quality control

of products and commodities, and the means of
inspection, testing and analysis, and regulations

of professional operations and the rules of technical
installations.

~The Lebanese standards and specifications which

are passed by the Orgenization are optional in
principle, but for certain considerations relating

to public safety, public health or national

interest, and such upon the consent of the Organizzetion
Board of Directors, the Government may give any

of the Lebanese standards and specificaticns the

legal binding nature by virtue of a degree taken

by the Council of Ministers.

Standards and specifications are set upon a

proposal from one of the Members of the Board or

any of the special or specialized bodies concerned
or one of the Ministries of the State, they are
debated and formed within specialized committees

set up by the Board for this purEose, then submitted
tc the Board for approval as valid for publication.

- 103 -
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« The promulgation of the Lebanese Standards and

Specifications is published in the Official
Gazette cnce approved by the Orgenization Board
and they are considered national standards and
specifications as of the date of their publication.

The Lebanese Standards and 3pecifications
Organizetion has the right to propose to the
Council of Ministers the application of the
legal binding nature with regards to certain
standards.

Article VIII -The Lebanese Standards and Specifications

Article IX =

Chairman

Members

- ————t e ey,

Organization has the right to set draft standards
and specifications and make them public without
their official publication for the purpose of
experimenting their use and validity primary to
their official publication and consideration as
nat jonal standards and specifications.

The Lebanese Standards and Specifications
Organization has the right to pass amendments
deemed fit in any of the national standards end
specifications, and that upon the proposal of
committees and specialized or official bodies
concerned with the affair. The amendment is
published in the Official Gazette.

The Lebanese gtandards and Specifications
organization Board of Directors consists of @

The President of Engineers Association in Lebanon.

= The Director of the Consumer Protection Service
at the Ministry of National Economy and Tourism.

= The Director of the Technicel Department at the
Ministry of National Economy and Tourism.

« A Representative of the Agricultural Scientific

Research Institute at the Ministry of Agriculture,

« A Representative of the Ministry of Health,

= A Representative of the Chambers of Commerce
and Industry in Lebanon.

« A Representative of the Engineers Bi-Associations
Union in Lebanon.
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- A Representative of the Association of Lebanese
Industrialists.

« A Representative of the Industry Institute.

The functions of the Board are distributed as
follows ¢

A =~ The Board sets the general plan for the
activities of the Organization and its project
pbudget and fixes the taxes, fees and duties
which it has the right to collect from those
concerned. The Boerd supervises the expenditurec
and activities, while the execution of the budjet
and the fixing o the maciaanr level of fees are
subject to the approval of the Council of
Ministerss

B « The Board convenes upon invitation from the
Chairmen or at the request from the majority of
its members, and the salaries of the Board are
fixed as per session.

The Industry Institute ensures the functions of
the Secretariat of the Board for a period of three
years from the date of publication of this Law
and it is up to the Board to appoint the Secretary
after the expiration of this period.

Article XIII=The Lebanese Standards and specifications Organiz-

aticn is financed fram the follwing sources ¢

A = An annual allotment in the general State budget
fixed at 2 request from the Board.

B = Fees collected from inspection and researches

and grenting of conformity certificates and income
from licensing the use of the Conformity Sign for the
nat ional standards and specifications.

C « Annual subscrig}ion fees in the Lebanese
Standards and specifications Organization.

D « Income from the sale of the Organization
publicaticnse

E ~ Private donations and grants.
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The Lebarnese Standaerds and Specificaticns
Orgenization sets a special sign to irdicate
the conformity of the characteristics of the
national products and commodities with the
national standards and specifications, and
grants the right of usage to those interested
within conditions fixed by the Organizatiocn
which supervises its proper use. Cne of the
Two following forms, or both, is used for the

Sign ¢
A\
W

"The initiels" Leb2nese Standards™ in Arabic
and the initials " Norme Libanaise™ in French
with a cedars

The Sign is registered in both its forms in
Iebanon in accordance with the laws in force

and to be registered in foreign countries if need
arises and by a resolution form the Boarde

The use of the Sign by Lebanese producers or
exporters of Lebanese” agricultu 1 products is

ontional and is given to the one interested
according to a licence igsued from the Crganiza-
tion specifying the comnditions and regulations
to be adhered toe

The licence of using the sign are issued after
gscertaining that the characteristics of the
products or materials intended to place the
sign on are in conformity with the national
ctandards and specifications determining the
type aid quality and that the applicant for its
use is in a position able to control the quality
of his products of materials continuouslys.

L= .-
oy
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= Products and materials bearing the gign are

subject to inspection and control by the
Organization either directly or through bodies

or specialized committees delegated by the
Organization for this purpose,

The Organization collects for its own account

fee from those who are licensed to use the sign

and this fee is to be fixed in the licence.
certificate,

Chapter Three

General Provisions

The licence to use the Sign is considered as a
private contract between the licensed and the
Lebanese 8tandards and Specifications Organization
and the provisions of general laws are enforced

on him, ghe sale of any commodity bearing the 8ign
is considered as an undertaking from the licensed
to use the Sign towards the buyer for the conforme
ity of the commodity with the specifications

set for thig type. The provisions of general

laws ere enforced on him,

The Lebanese Standards and Specifications
Organizatiocn is not held responsible under

any circumstances nor towards any private or

national official or foreign body as to any action
relating to the use of the Sign. The sole person
responsible is the one licensed,

Specialized official departments are to supervise
in general the enforcement of the standards and
specifications which assume the binding nature,

The official departments cannot adopt a prece-
dure in isclation or conflittwith the netional
standards and specifications ~ except under
cﬁrcu%:tances provided for in Article XXIV of

this We

The official departments have the right to request
the Organization to study the reasons of their
wish in non-adherence to the national standards
and specifications in their purchase tender bocks
and puchases, If the Organization approves thst
then such books and purchases are exempted from
adherence to the national standards and specifica-
tions in each case apart,
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Apticle XXV « The Lebanese Standards and Specifications Organiza=-
tion represents Lebanon internationally in the
field of standards and specifications.

Article XXVI = The provision of the Law of Prevention of Freaud
are enforced in all cases contravening the binding
standards and specificationse

XXVI Th w is enforced upon its publication in the
AEE;E;E‘“"'IP of}ic al aazgtto. P P
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