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No longer in a jam

Food manufacturers
face competition by exporting

An increase in imported foodstuffs is |

expected i 2008, mainly from: Arab
countries. These products are sold
at lower prices than the locally
manufactured foodstutfs, and create
competition for the sector. With the
Tige in competition from fmports,
local manufacturers are increasingly
improving the quality of their
products to enable them to enter
foreign markets, where high
standards of quality are expected.

he processing of foods and
beverages i3 an industry estimated !

4t more than $1 hillion er 25.58
percent of tofal industrial produeticn
according to the Chamber of Commerce,
Industry and Agriculture. The sector
tncludes 130 factories “The increased
demand for locally manufactured
foodstuffs at home and abroad is due to

the high quality of the feoducts, and this |

has created growth within the sector,”
said (eorges Nosrowi, head of the

Syndicate of Lebasese Food Indusiries, !
Franeots Rizk, owner of Second House |

Products, manufaciurer of Lebanese
foodstuffs, said that the factory raised its
output capacity by 30 pereent in 2005.
The factory has been processing
foodstufls since 1986. Al Wadi Alakhdar,

has witnessed a considerable growth in .

the past few years, with a stable increase
of production in 2005, Al Wadi Alakhdar,
which produces more than 60 products,

was established in 1979, The major |

products are hommos tahina,
moudammas, and baba  ghannouge,
which were launched in the same year, At

foul |

120 items and exports to more than 75
destinations, mainly in the Arab world
and the United States.

STRINGENT MEASURES

" For those in the sector, producing o
i International standerds facilitates exports.

Al Rabih factory, a 10 percent increase in |

hasis, “Established in 1978, around 30
percent of production is destined for the
loeal market,” said Georges Nasrawi
owner of the factory Al Rabih produces

The United States and European countries

- production has been reported on a yearly currently demand high quality, If foodstulls

do not resch the required standards,
manufacturers cannot enter these markets,”
said Nagrawi. He said thst labeling and
packaging are now more controlled than

EXPORTS OF PREPARED OLIVES, VEGETABLES AND FRUIT

2003 2004 2005
Exports of olives (USD Thousand) M 715 887
Main courtries United States (19%} United States (29%) United Statas (26%)
Canada (31%) Lanada (26%}) Canada {23%)
Expé'rts of veg. & Fruit {USD Thousand) 2,909 3,837 4,824

Main countries
Source: Trade Informution Centre

Saudi Arabia (34%)

Saugi Arabia (30%)

Saudi-Arabia (30%)
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before, and stringent measures dre iaken
during production to meet the demands of |
export markets, “These measures will °
certainly encourage local producers to
upgrade their production quality if they are
to compete,” said Dechir Mechaclony, owner: |
of Mechaalany & fils factory, manufacturers
of foodstuffs such as jams, syrups, vinegar,
pickles, and olives. Some factories which are
not mindful of quality control have
difficuliies i entering overseas markets.
“Factories which have not reached required
standards for European and US markets, |
search for other markets in which to sell
their produets, maindy the Afvicar markets,
‘where [ebanese expafriates reside and
demand these kinds of foods,” said Nagrawi.
Most of those manufaciuring foodstuffs do in
fact have The International Organization for
Standardization certificate (130} and the

Hazard Analysis and Critical Control Point. |

(HACCP) 7 food safety management system
certification. The certificates are ohiained
through three main laberatories. Lebanese
laboratories have achisved internationsl
accreditation and recognition in the field of
testing, Products which are imported are
tested by the labs before they come into the
market “These measures have an edge, as
they prevent produefs which ave below
standard from entering the market and
heing sold at chieaper prices, thus competing
with local products which are of a higher
quality,” said Mechaalany Rigid testing is
beneficiai for the factory, which has atways
invested in quatity, and whose produets are.
well-positioned  in the market,” said
Fdouard Kosremelli, business unit manager:
s} Al Wadi Alakhdar. Al Wadi Alakhdar = a

brand owned by Dove Processing, part of the: |
the EUfunded

Obegt  Group. Qualeb,

Local jam producers: competirg vg}sh;gggptian imports

- of standardization, testing certification,

program worth $15 millien aims {o improve” |

quality —management capabilities

and

Infrastricture, mainly in the food industries |

sector. The program administered by the ;

Ministry of Feonomy seeks to align Lebanese |
practices to match BU regulations in the field

inspection. and accreditation. Tt also aims to
eneovvage Lebanese export oppoetunities.

INTENSE COMPETITION

For manufacturers, competition is high
from Arah countries from which similar
products are imported, mainly from Syria

¢

gver the local products i terms of pricing.
“For instance, jams imporfed from Bgypt .
are compefing with locally produced jems |
| countries. The major problem faced by
" exporters 1s the pricing of the products,

because the Egyptian products are 40
percent lower 1 price,” said Mechaalany

Competition has recently intensified from |
" high operation costs. Loeal producers
continuously complain about the high cost

gudl countries. To remain viable, local
inchustries have planned fo export more-and
sell less in the local market. Some in the
sector believe that competition is not
affecting  their husiness. as locally

|
|

strong position in the loeal market due to
their high quality. After comparing hetween
locally produced foodstuffs and some Arab
products, mainly Egyptian, an inereased
demand from overseas markets has been
witnessed due to the superior quality of
local foodstufts. Second House Products is
planning to venture into new markets in

and Egypt. They have a competitive edge | 2006. Local manufacturers still face strong

competition in the export market as prices
of local products are often not competitive
compared to products imported from Arab

which is related to heavy port duties, and

of production, mainly the high cost of
manpower, communications, and electricity
bills, which prevents local mannfacturers

manufactured products still mabwtain a 1 from being highly competitive.

IMPORTS AND EXPORTS OF JAMS

2003 2004 2005
Imports (USD Thousand) 6 4 5
Main countries Belgium (70%) Egynt (45%) Eaypt (32%)
United States {12%) United States (25%} Spain {49%}
Experts (USD: Thousand) 44 30 98
Main countries Qatar (45%} Qatar (45%) Qatar (34%)
United States (20%) Australia {35%;} United States (12%j)

Source: Trade Information Centre
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IMPORTS UP

The country has become a haven for
foodstuff producie with a small market
share for Jocal products. The majer reason
hehind the increase of imports is the low
custom dutios, especially in the case of
mutnal agreements which have to be

implemented, such ss the Greater Arab |

Free Trade Agreement (GAFTA), which hag

negatively affected this sector. Aceording to
those in the business, imports

local market. Producers have improved
quality end targeted overseas markets to

face competition. The Trade Information
Center shows an inerease in-imporis of |
prepared {uods in terms of dotlars. Figures |

show an increase from 2003 to 2004, from
approximately $1.7 million to $3.2 million.
The main countries from which imports
enter are Egypt, Iran, and Syria. While
some local manufacturers are suffering
from compelition from imported foodstaffs
the importers disagres. "Imported
products entering the market af low prices
and with lower quahty de not really have a
market shave,” sard Imad Abi Cha&er
general manager ai Manyfood, an import,
markeling and sales distribution company.
“Producers who are complaining about low

are |
competing in price not in guality in the 1

quality at ecompetitive priees, should

EXPORTS OF PREPARED FISH & POTATOES

complain if it is high guality at lower
prices,” said Abi Chaker Manyfood intports
mainty from. the Gulf Cooperatipn Council
{GeeC)  countries, United States, and
Turkey. “These imports actually give local
producers the incentive to improve their
products,” said Abi Chaker Some
mamufacturers believe that imports have
not heavily affected their produets as they
have a good position in the local market.
‘41 Wadi Alakhdar producté are not

i competing with imports entering the |
! market at low prices as they are foodstuffs |
i of a Jower quality than that of Al Wadi |
i praducts. Some in the sector link the growth
‘ of this industry to the economic situation,
I and expect a stable production leve! in 2006

Alakhdar” said Kosremelli.

EXPORTS ON THE RISE
As the local market 1s maerow; local producers

are searching for new markets to generate |
“Fhe export market has great |
said Kosremelli, Despite the !
harriers that hinder exports, mainly the price |

profits.
petential,”

Factor due to the high cost of production,
many Tactories have reperted growth in their
exports. “There is reom for more grewth in
the futuve,” swid Nasrawi. For some in the
sector, export levels will not inerease due to
the price competition fared in export

markets. For others the locel market isneta

profitable business, producers depend on the
gverseas  markets. Manufacturers  are
focusing on the export markef. “More than
50 percent of foodstufl manufseturers are
targeting export markets,” said Nasrawi. He
szid that an fcrease varying befween 15 and
20 percent in exports of foodstuffs has been
reported on a yearly basis. Locally produced
foodstufls have reached all the continents.

“Second House products, which exports to |

Europe, the United States, and African
countries, foeuses on the export market to
make profits. More than 90 percent of our
production will be sold in foreign markets in

{ 2006," said Rizk. Since its esiablishment, the |
| company has increased its exports on a yeardy

basis. The Trade Information Center shows
an inerease in exports. For instance, exports
of jums increased In terms of dollars from

2003 2004 2005
Exports of fish (USD Thousand) i & 4
Main countries Jordan (100%} Jordan (72%)  Guinea (57%)
Syria (28%) Syria(43%)
Exporis of potatoes {USD Thousand) 2,732 . 3558 L
l4ain countries Jordan (33%) Syna FirAe Syria{/78%)
Syria {57%) frag {13%}

Source: Trade Information Centre

; $27.600 1n 2004 to 870,000 in 2005. The main
countries that exports e aimed af, are-the
United States and Nigeria, Al Wadi Alakhdar
iz planning to increase s export level by 25
percent in 2006 and will be focusing on new
markels, mainly African countries such
Nigeria and Cote d’Azur. More. than 50
percent of Al Wadi Alakhdar’s production is
targeting overseas markets.

QPTIMISTIC FORECAST

I 2006, many producers expect booins i
production, and an increased demand for
foodstuffs due to the high gquality of the

‘ due the increase of imperts which aré taking

up a large portion of the loeal market share,
as well as the price competition in the export
markets, which is hindéring exports. An
merease of 50 percent in Mechzalany
i production will he wilnessed in 2008, in
addifien to- an incvease of 20 percent in
exports, Many factories are planning to
participate in international exhibifions to
promole their products. Mechaalany will
participate In exhibitions in both Mexico and
France in 2006. The Syndicate of Lebanese
Food Industries is encouraging food
manufactrers o participate in international
trade fairs Lke Gulf Food, ANUGA in
© Germany and SIAL in Paris. Producers im to
. enjer new markeis. Al Rabih factory is
planming. to target the Far Bast while
Mechaatany, whose products are currently on
the shelves in supermarkets in the United
States, and Canada will target Bastern
Eurepe and Latin America in 2006. Al Wadi
Alakhdar will increase its production level by
15 percent in 2006, Manufacturers are
making continuous efforts to enter new
markets. While some local products meet
international standards, and some producers
i are planming fe upgrade ther production
i guality, the export market is still the main
key to increasing trnover:
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