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1.0 Executive Summary
1.1

Background

The total EU27 cosmetics market was valued at €63.5 billion in 2006. Among the EU
countries, Germany has the largest cosmetics market, valued at €11.7 billion, followed
by France (€10.4 billion), the U.K. (€10 billion), Italy (€8.8 billion), and Spain (€7.4
billion).
Europe's market size is almost as large as the U.S. and Japan combined, due to its
large population. In 2006, the U.S. cosmetics market was €38.2 billion, while Japan's
was €23.7 billion and China's €8.2 billion.
The EU27 cosmetics market is expected to grow at approximately 4.4% per year over
the next decade, the cosmetics market in the new EU members will grow at a faster
pace (8.8% compounded annually) than the EU15 countries (3.7%). The Japanese
market is expected to grow 3.1% over the next ten years while the U.S. is in the middle
of the pack at 5%
The Syrian Government, in its efforts to foster the manufacturing sector, has shown
high interest to develop this sector and FDI attraction. The Cosmetics Sector industry
has been identified as one of the sector whose unexplored and untapped potential is to
be reviewed and assessed.
The scope of the present mission was to provide a comprehensive overview and
evaluation of the cosmetics manufacturing industry in Syria, with the objective to find
out its potential to become a competitive sector, attract new investments and increase
added value.
1.2

Key findings

This study focuses on:
1. Cosmetics, perfumes and toiletries as main operating industries
2. Natural products cosmetics industry as promising niche whose potential to
develop should be investigated against international consumers trends.
The current study has determined the Cosmetic sector production of Syria to be 124
thousand tons of which 70 thousand tons were exported last year (USD 30 million).
The sector “SNAPSHOT” in figures:
124 thousand tons
US$ 30 Million
295 thousand tons
US$ 264 Million
US$ 100 Million
US$ 2.1 Billion
12%
4.4%
25 %
10.000
30-40
5-10%
Main competitors
400
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Estimated production of Syrian cosmetic products in 2006
Value of export of cosmetics, perfumes and toiletries products in 2006
Export of soap and organic surface-active agents in 2006
Value of Export of soap and organic surface-active agents in 2006
Estimated sales value of the cosmetic market in Syria
Estimated sales value of the Middle East cosmetics market
Middle East cosmetic market yearly growth for last 3 years
Growth rate of EU27 cosmetics market expected year over the next decade
Grey economy estimated in this sector in Syria
Estimated workers in the sector
Average workers in a medium company in the sector
Cost of labour as share of total costs
Low cost products from China and counterfeit products
Estimated number of producers in Syria
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This report also presents the findings of assignment undertaken to assess the present
performance of the Syrian cosmetic sector industry. The assessment involved
interviewing several local Syrian cosmetics professionals to understand the current
state of the industry and the key issues and factors affecting its performance.
The picture that emerges from the assessment is that the Cosmetics Sector is as
follows:












There is evidence that the cosmetic sector is a LOW-MEDIUM value added
sector, but with the capacity to become very competitive in the international
markets and to generate more value by moving from the lowest position up
to the value chain by including modern and appealing packaging, health and
safety concepts, quick and continuous innovation and new branding.
Low labour costs and cheap energy will not give competitive advantages for
long. In this industry there are higher value growth niches to focus on, for
example natural organic cosmetics, wellness and halal sensitive content
products, where Syrian manufacturers may find their competitive edges.
Import of expensive raw materials put pressure on price-led competition,
which gives not a bright future and it is leading to business failures,
relocation of productions in neighbouring countries and main distributors
operational offices moving to UAE.
Competitive product performance in trading of cosmetics mainly with Arab
countries and particularly booming Iraq market.
Attractive potential for investments in the development of niches and high
value added operations
Syria has failed to adopt and enforce international quality standards. This
damages Syria‘s competitiveness on a number of fronts such as reputation,
brand, pricing, and overall attractiveness to customers.
Modest product development efforts and research, limited access to funding
and lack of market data complete the picture

Problems to be addressed
1. Limited quality control
2. Packaging is a problem, as locally produced packaging is often not a satisfying
product.
3. Cheap and low quality products from China and other countries like Lebanon;
also fake products from China (5 SYP for a tooth brash paste of low quality at
wholesale!).
4. Corruption at all levels gets low quality products into the country
5. Poor logistic: often changing regulations + transport infrastructure with slow
development
6. Although there is a strong demand for more make-up, body-care, hair-care and
skin-care products, it is almost impossible to trade a locally produced product
due to difficulties to keep its high standards constantly.
7. Certificate of origins: no taxes paid by products entered into the GAFTA area
and labelled as originating from a member country. Max Factor products are
coming from Dubai without paying taxes.
8. Invoice changing practices on the value of the products, which makes unfair
competition.
9. 100 % of chemical raw materials are imported.
10. Imported products often do not have the expiring date as for local requirements.
11. Certification is a problem. EU standards should be adopted (PH 6-5 are Syrian
standards, while PH 5.5 in EU)
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12. Need for new regulations for the entire sector. There are laws that are older
then the French times. The regulation of the minimum quantity of active material
content creates us problems in innovating our products. Manufacturers cannot
introduce new EU raw materials (better quality, lower environmental impact,
more expensive) because of this minimum level by law. Syrian regulations are a
barrier to innovation and use of better products.
13. 50% custom duties + 15 % VAT on raw material and semi-finished products;
imports make costs very high. Iraq is the only place where Syrian products are
competitive; in all other countries they are not price-competitive due to too high
raw materials costs.
14. GAFTA area favours selling a finished product in Syria rather than to produce it
there; several cosmetics manufacturers opened a factory in Lebanon (where
only 10 % on raw materials applies) to then import finished products in Syria at
basically no cost. Due to war crisis, many are now moving to Turkey.
15. Methods of payments: Letter of Credit from Syria not always accepted
16. Establishment of Training and Research centres.
1.3

Conclusion and Recommendations

The Cosmetic & Toiletries sector in Syria will predictably steadily develop its market for
imported branded products while production will face contractions and concentration in
few high value niches, and export will continue to expand mainly in the Arab countries
and least developed countries.
To enter the largest and highly sophisticated markets in the world, Syrian
manufacturers needs to focus on creative and innovative niches, also with help from
license agreements, expanding the packaging industry and continuously innovate and
differentiate cosmetic products also through packaging and design.
The good export performance in recent years does not correspond to more competitive
local industries and products. Cheap labour and cheap energy does not give a lasting
competitive edge necessary for sector development.
A comprehensive Branding Campaign is necessary to build Syria‘s unique and exotic
high quality natural organic product positions and hence improve global perception of
Syrian products‘ quality.
Outdated regulation and laws is an obstacle to innovations and use of less harmful raw
materials and ingredients.

Recommendations






There is a need to integrate the essential oils production, well developing in
Syria, with the growing cosmetic industry to identify new forms of synergies and
create premium quality and added value for both industries in Syria. It can be
reasonably predict that a joint effort in developing both organic essential oils
and organic cosmetic industries would lead to highly valued products
development.
The development of this embryonic cluster should be investigated
Review existing outdated regulations on the sector that do not favour use of
innovative and less harmful inputs.
Enhance export potential by adopting international quality standards
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Identify few SMEs with capacity to grasp ―niche‖ potential, support their growth
with Venture Capital investments and sell them out within 3-5 years to
cosmetics multinationals.
GAFTA: the Government, to support the cosmetics sector, should initiate
negotiations to have a fully harmonized regulatory regime across GAFTA
countries. The new regulations should primarily involve broadly defined
common safety requirements and a new approach to risk management, which
does away with the requirement of pre-market approval for cosmetics products
and introduces instead a system of post-market surveillance. In doing so, the
new approach (followed by EU and ASEAN countries) would shifts to a great
extent the responsibility of ensuring safety from the government to the private
sector. That means allowing new products to enter the market based solely on
a ―Suppliers‘ Declaration of Conformity‖ with a given regulation. The U.S. also
has in place mechanisms to rely on private sector developed standards for
adoption and reference in mandatory technical regulations.
Support the establishment of a Cosmetic Business Association with the role to
develop better coordination and lobbying on behalf of the entire cosmetic
sector, better information on global market trends and requirements
development, to foster the upgrading of R&D facilities and promote Syrian /
Mediterranean concept into a territorial marketing campaign.
To fight against counterfeit products by contrasting corruption practices,
introducing supporting measure to enhance the protection of intellectual
property rights, making sure that this will not had costs for SMEs in particular.
Introduce trade mark registration facilities and a databank of original products
(similar to Italian FALSTAFF initiative)
Do not underestimate the development potential of halal cosmetic products
market
Exploit the potential of on line selling and advertising; fashion conscious
consumers expect to see 'their' brands present when they are on the Internet,
and welcome the communication and interaction that would help new moves to
add value to products.
Elaborate a study on the possibilities to source raw materials and other inputs
locally
Bulk sales should be reduced and invest more in value added products and
branding
Packaging industry: it is crucial for the packaging industry to consolidate critical
elements such as R&D in order to adequately support and complement
cosmetics local industries.
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2. Introduction
Methodology
In order to have a clear understanding of the Syrian cosmetics industry, it is necessary
to:
 Define the product groups to be included
 Plan data research, stakeholders meetings and companies interviews that covers
all the product groups and also looks at the suppliers, buyers, and other
participants in the value chain
 Try, as far as possible, to be flexible enough with the methodology to uncover the
more subtle issues.
The advantages of this approach:
 Builds on consistent, international classifications
 Recognizes particular characteristics of the Syrian market
 Allows conducting a meaningful SWOT analysis.
Definition
The EU directive 76/768/EEC on cosmetic products defines a cosmetic product as ―any
substance or preparation intended for placing in contact with the various external parts
of the human body or with the teeth and the mucous membranes of the oral cavity with
a view exclusively or principally to clean them, perfume them or protect them in order to
keep them in good condition, change their appearance or remove body odours.‖
The scope of this study
The consultants have carried out an initial assessment in order to define the scope of
the assignment by reviewing the existing ToRs, all available documents and reports,
meetings with major stakeholders for each of the three sectors and on-site visits to
relevant companies.
The sector is considered to be a traditional industry in Syria, with hair-care taking the
lead and natural products cosmetic industry still very limited but with untapped
potential. The operators met claim the sector is being neglected by the Government,
despite of the large number of people employed and the restructuring process
undergoing. The consultants and SEBC/SSP experts proposed to focus on:
1. Hair, body and face-care as main operating industries
2. Natural products cosmetics industry as promising niche whose potential to
develop should be investigated against international consumers trends.
Unless when relevant as input for the broader Cosmetics sector, this study did not
consider specifically the Essential Oils sector (HS 3301), being subject of other existing
studies.

Product Groups
The two product groups under HS Code framework (Harmonized System) are:
a) Hair, body and face care: HS cluster 33: cosmetics, perfumes and
toiletries
b) Natural products cosmetics: HS cluster 34: soap and organic
surface-active agents

SEBC/SSP
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The consultants‘ research went as deep as HS 6-digit codes:
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3. Objectives of the Assignment
The global objective of the assignment is to assist in increasing the competitiveness of
the economical sectors in Syria, as the country moves to an open market economy.
The aim is to find out the potential of three manufacturing sectors, namely; seeds,
cosmetics and shoes, so as to become a competitive sector, capable of expanding its
presence in its home market and, eventually, being able to export to regional and
international markets in general
The specific objectives of this assignment were:
(i)
(ii)

To review three potential sectors (seeds, cosmetics & shoes) and
To provide recommendations for their development

Expected Result:
I.
II.
III.
IV.
V.
VI.

A comprehensive evaluation of the three economical sectors in Syria.
Evaluation of recommendations & feedback from other stakeholders and
beneficiaries
SWOT and Value Chain analysis for each of the three sectors
A Presentation of a final version of the recommendations for the growth and
development of theses three sectors.
A Power Point Presentation (PPP) for a group of key stakeholders.
Final report including analysis, review and recommendations

4. Description of Activities
In order to reach the expected result of a complete overview and to attain more insight
into the footwear, seeds and cosmetic industries value chains, the consultants
collected information from multiple sources. The following main activities have been
undertaken:
a) Deskwork and research.
b) On site visits
c) Final data processing and analysis.
4.1.

Deskwork and research

Following the debriefing meeting at SEBC, the Consultant has undertaken the following
activities during the inception phase:
a) Review existing studies, reports and statistics available or produced by the Syrian
Government and other donor projects. Finalize work plan and inception report.
Specifically for the Cosmetics Sector, the following studies / reports have been
reviewed:
- Essential Oils - Sector profiles 2005 – Syrian Consultancy Bureau
- SEBC Cataloguing Syria - Ghar Soap
- First National Competitiveness report 2007, UNDP 2008
- A Study of the European Cosmetics Industry, Global Insight Inc. – November 2007

SEBC/SSP

12/51

Reliable statistical data are still very limited or too general, mostly inaccurate or not
updated and spread around different sources and institutions, which not always were
willing to disclose.
The main sources of statistics were the following: Central Bureau of Statistics, Ministry
of Industry and ITC Geneva.
The following sources of statistical data have been used:
- Summary of Foreign Trade – CBC 2007
- ITC Geneva
b) Collection of necessary data through reviewing available literature and interviewing
identified players, beneficiaries and stakeholders.
Meetings have been hold with the following most relevant institutions:
- Ministry of Industry
- Damascus Chamber of Commerce
- CBS – Central Bureau of Statistics
- SEBC/SSP experts
- Several meetings with most relevant private cosmetics manufacturing and trading
companies (see List of Meetings in Annex 4)
c) Data processing and analysis

4.2.

On site visits

As part of the general Work Plan, a plan for on site visits to most relevant companies in
the Cosmetic Sector in Damascus and outside Damascus has been drafted on the
basis of information drawn from local stakeholders and experts.
The following plan of visits outside Damascus area to processing companies, including
seeds, have been implemented:
Date
07/09 Sunday
08/09 Monday
09/09 Tuesday
10/09 Wednesday

11/09 Thursday
12/09
13/09

Place
Homs
Homs + Hama + arrival
at Aleppo
Aleppo
Aleppo Chamber of
Industry – Workshop
Shoes Manufactures
Association
Aleppo

Sector
Cosmetics & Seeds
Cosmetics & Seeds

Overnight
Yes, in Homs
Yes, in Aleppo

Cosmetics

Yes, in Aleppo
Yes, in Aleppo

Shoes

Shoes & Seeds

Yes, or return to
Damascus

Return to Damascus

Due to Ramadan period, some company visits had to be split into several meetings,
some re-scheduled or even cancelled. On the other hand, very fruitful meetings have
been hold with highly interested entrepreneurs willing to share their thoughts, worries,
ideas and future plans.
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4.3.

Final data processing and analysis

Before completion of the assignment, the consultants made a joint effort to overcome
the limited statistical data available by collecting additional data from more reliable
external sources as the International Trade Centre.
The difficulties to face regarded mostly the data at HS 6-digit level, rather than the
easier to find product cluster level (2-4 digits level). A 6-digit level would allow for a
more specific analysis of the market, performances and trends of the cosmetic sector
within the scope of this assignment.

5. Comprehensive evaluation of the Cosmetics Sector in Syria
5.1.

Sector overview

The EU is the largest cosmetics market in the world.

Europe's market size is almost as large as the U.S. and Japan combined, due to its
large population. In 2006, the U.S. cosmetics market was €38.2 billion, while Japan's
was €23.7 billion and China's €8.2 billion. The total EU27 cosmetics market was valued
at €63.5 billion in 2006. Among the EU countries, Germany has the largest cosmetics
market, valued at €11.7 billion, followed by France (€10.4 billion), the U.K. (€10 billion),
Italy (€8.8 billion), and Spain (€7.4 billion).
The EU is a net exporter of cosmetics. In 2005, exports outside the EU reached €37
billion, while imports were €24.3 billion. Over the 2000-2005 period exports grew by
14.3 percent compounded annual growth, ahead of the 13.1 percent import growth. EU
exports are spread out across the globe, with the top 10 destination countries making
up only 61 percent of the total.
The U.S. (11%) is the largest non-EU trading partner, followed by Russia (3.5%),
Switzerland (2.8%) and Japan (2.0%).

SEBC/SSP
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According to the European trade association, COLIPA, the European cosmetics
industry consists of around 4,000 manufacturers, mostly small and medium-sized
enterprises, which create employment — directly and indirectly — for more than
350,000 Europeans.
New market trends, specifically toiletry and skin care products targeted towards a
burgeoning male consumer marketplace, have provided a major source of new industry
growth. Toiletry products grew by 6% in 2004, second only to the skin care segment,
which grew 6.7%.
The chart below shows growth in retail sales over the 2000 to 2006 period in the EU15
for the five major products. Clearly skin care has been the most dynamic market with
all others below the market total of 3% compounded annually over the period. 1

Growth forecasts
Income distribution and disposable income per capita are the major forecast drivers.
No surprise, China is seen as the fastest-growing market, with significant double-digit
growth potential, partly because current per capita spending on cosmetics is starting at
a very low base.
The EU27 cosmetics market is expected to grow at approximately 4.4% per year over
the next decade, the cosmetics market in the new EU members will grow at a faster
pace (8.8% compounded annually) than the EU15 countries (3.7%). The Japanese
market is expected to grow 3.1% over the next ten years while the U.S. is in the middle
of the pack at 5%.

1

A Study of the European Cosmetics Industry, Global Insight Inc. – November 2007
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Syria
The cosmetics sector is a traditional sector in Syria; since 1970s, as import was not
allowed, many companies established production in Damascus, Aleppo and Homs,
with hair-care as leading sector within the cosmetic sector. The feeling among
professionals is that Government has always neglected the sector as not being
relevant enough, and that was a mistake.
Cosmetics Committee of the Chamber of Industry it consisted of 100 members, today
only 12 manufacturers, with a consulting role for Customs on prices of imported raw
materials, mainly on matters as invoice values with too high reductions.
The sector is now undergoing a serious restructuring as many plants they close and reopen in other countries to cover the GAFTA area.
To mention some big international companies were manufacturing in Syria:






Johnson&Johnson moved when Syria opened the market to Arab countries
products
Unilever has been producing in Syria for 35 years then moved
Maxfactor moved
L‘Oreal moved
Swarzkopf&Henkel moved

The GAFTA area suggests that there should be no reasons for these international
brands to come back in Syria and move again production. But the Middle East
cosmetics and personal care sector has been growing at 12% yearly over the past
three years, with an estimated sales value of US$2.1 billion in 2007. The conditions
and potential to attract new FDI in the cosmetic sector in Syria could be in place
quicker than expected adopting proper policies and measures.
The sector “snapshot” in figures:
124 thousand tons Estimated production of Syrian cosmetic products in 2006
US$ 30 Million
Value of export of cosmetics, perfumes and toiletries products in
2006
295 thousand tons Export of soap and organic surface-active agents in 2006
US$ 264 Million
Value of Export of soap and organic surface-active agents in 2006
US$ 100 Million
Estimated sales value of the cosmetic market in Syria
US$ 2.1 Billion
Estimated sales value of the Middle East cosmetics market
12%
Middle East cosmetic market yearly growth for last 3 years
4.4%
Growth rate of EU27 cosmetics market expected year over the next
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25 %
10.000
30-40
5-10%
Main competitors
400

decade
Grey economy estimated in this sector in Syria
Estimated workers in the sector
Average workers in a medium company in the sector
Cost of labour as share of total costs
Low cost products from China and counterfeit products
Estimated number of producers in Syria

Products
HS 33 and HS 34 codes include the following relevant products:

Hair, body and face care: cosmetics, perfumes and toiletries
HS 33
4_digit
3302
3303
3304

3305

3306

3307

Product

HS 33
6_digits

Product

Odoriferous mixtures as raw materials for industry
Perfumes and toilet waters
330300
Perfumes and toilet waters
Beauty, make-up & skin330410
Lip make-up preparations
care preparations;
330420
Eye make-up preparations
sunscreens, manicure or
330430
Manicure or pedicure preparations
pedicure
330491
Powders, skin care, whether or not compressed
330499
Beauty or make-up preparations nes; sunscreen or
sun tan preparations
Hair preparations
330510
Hair shampoos
330520
Hair waving or straightening preparations
330530
Hair lacquers
330590
Hair preparations, nes
Oral & dental hygiene
330610
Dentifrices
preparations
330620
Preparations for Oral or Dental Hygiene
330690
Preparations for Oral or Dental Hygiene – Other
Personal toilet preparations 330710
Pre-shave, shaving or after-shave preparations
shaving preparations,
330720
Personal deodorants and antiperspirants
deodorants etc.
330730
Perfumed bath salts and other bath preparations
330741
‗Agarbatti‘ and other odoriferous preparations which
operate by burning
330749
Prepared room deodorisers, whether or not
perfumed or having disinfectant properties
330790
Prepared room deodorisers, whether or not
perfumed or having disinfectant properties – Other

Natural products “niche”: Soap and Organic surface-active agents
HS 34
4_digit
3401

3402

Product
Soap, organic
surface-active
preparations for
soap use, bars etc.
Organic surfaceactive agents,
preparations s &
cleaning
preparations

HS 34
6_digits
340111
340119
340120

For toilet use (including medicated products)
Other toilet use
Soap in other forms

340211
340212
340213
340219
340220

Organic Surface-active Agents, Anionic
Organic Surface-active Agents, Cationic
Organic Surface-active Agents, Non-ionic
Other Organic Surface-active Agents
Organic Surface-active Agents; Surface-active, Washing and
Cleaning Preparations for Retail Sale
Surface-active Preparations, Washing Preparations,
Cleaning Preparations

340290

SEBC/SSP
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The broad cosmetics industry (also referred to as the Cosmetics and Toiletries (C&T)
industry) is segmented into 5 distinct product categories2:
 Fragrances & Perfumes
 Decorative cosmetics
 Skin care
 Hair care
 Toiletries
The importance of these categories in the consumption baskets of any market under
review differs, as does their performance. Next figure depicts the importance of each
product in the overall cosmetics market in Europe. Toiletries, hair care, and skin care
products each represent about 25% of the overall market in Europe, while fragrance
perfumes are 15% and decorative cosmetics are 12%.
C&T Market Shares by Product Category,
Retail Sales Price, Billion €, Western Europe, 2006,
Total market = €62.7 billion

Skin care has a decidedly more dominant market share in both Japan (40%) and China
(39%). In the U.S., toiletries dominate the cosmetics market with a 32% share, while
hair care, skin care, and decorative cosmetics have roughly equal shares, and
fragrance perfumes are somewhat less important.
Output
In 2004, the European Union was the largest cosmetics manufacturer in the world, with
a value in production of €35.5 billion, followed by the U.S. with €28.7 billion.
Within Europe, France produces 43% of the total cosmetics industry output, which is
two-and-a-half times as much as the next-biggest manufacturer, Germany. 95% of the
overall production takes place in six key countries.
In many European countries, the cosmetics industry contributes only a small share to
the overall industrial production. The share of the cosmetics industry in Europe is on
average about 0.6% of the total manufacturing production value. Single countries with
a bigger share and larger cosmetics industries are France, Poland, and the United
Kingdom. The cosmetics industry in the U.S. has a slightly higher share in the total
manufacturing sector, while the share of the Japanese industry is lower than in Europe.

2

See Annex 5 for the components of the five categories.
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On average, major cosmetic companies in Europe replace or reformulate around 25%
of their products every year.

Production Value – C&T as Share of Total Manufacturing (2004)

There are no data available on the total production for the specific product group.
The Ministry of Industry Information Department provided the consultants with following
data for the year 2005:

Sector

Number of
Companies
Syria

Capital
SYP

Investment in
equipment (SYP)

Number of
workers

Cosmetics

436

616.357.160

213.887.608

1.843

Yearly
Unit
Prodcution
124.819

Tons

The CBC Statistical data on Industrial production for 2007 say not much showing only
the production of 1648 tons of soap, anyway with no distinction between organic and
not organic.
The Gross Output of the Total Manufacturing in Syria in 2006 was 630 Billions SYP at
current prices (53 % of Total Industrial Sector). With the assumption that data from MoI
are somehow indicative, the output of cosmetic sector would account for 0,12 % of the
Gross Output of the Industrial Sector, which it would be in line with many EU12
countries (see table above).
Again, reliable statistical data are still very limited, mostly inaccurate or not updated
and spread around different sources and institutions. This is the main reason for
relaying more on export/import data from ITC Geneva, in order to have a better
understanding of the values and quantities of the whole sector, as shown below:
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Product group

HS33: cosmetics, perfumes and toiletries cluster products
HS34 soap and organic surface-active agents cluster

Export value
(Million USD)
2006
30

Export
quantity
(Tons) 2006
70.000

264

295.000

products

That means that, for data from MoI to be correct, they must refer only to HS33 cluster
products, being reasonable to believe that, if data are correct, then 70.000 tons have
been exported out of 124.000 produced.
Productivity
The European market is more fragmented than the cosmetics industries in Japan and
the United States. While in the latter countries, a few large companies dominate the
markets; a high number of small companies are acting in the European market.
This characterisation holds not only for the current industry landscape, but also for
developments on the employment market. While in the EU, and to a lesser extent in
Japan, the cosmetics sector has continuously created jobs, the employment figures for
the U.S. indicate a pronounced job reduction in recent years, leading to impressive
growth in productivity.
Industry productivity is vastly different between the EU and the United States. In the
U.S. gross value added per person employed is just over €310,000; it is about one-fifth
of this level in the EU15. Production on the whole in the U.S. (and Japan) is more
capital intensive than in the EU where the handcrafted nature of many products is
reflected in a high share of micro-businesses.
No data for Syria were available on productivity.
Human resources - Employment estimations
Over 142,000 people are employed in the cosmetics industry in Europe; France,
Germany, Italy, the U.K., Spain, and Poland together account for more than 127,000 of
these jobs. In Japan, there are only about 30,000 employees in the cosmetics
industries, in the U.S. about, 54,000 people work in the industry. Employment in the EU
and Japan increased by about 7% between 1999 and 2004 while in the U.S., the
industry shed more than 15% of its workforce. Employment growth has been
remarkably pronounced in the new member states of the EU especially in Poland.
In Syria, according to CBS data for 2006, the Industry sector accounts 724,800
workers, representing 15% of total workforce.
For an estimation of the number of workers employed by industrial cosmetic
manufacturing companies, the MoI database (that may not be reliable in terms of
declared figures and updating) reported the following data:
Cosmetic manufacturing industrial companies:
Number of workers:
Capital:
Investments in equipment:
Yearly production (2005):
Source: MoI data base 2005
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No other data are available on the employment in the private C&T industry. Data
obtained from interviews with private cosmetic manufacturing companies are as
follows:




Medium company average employment: 30-40 workers –
estimated total employment 10.000 people for a market value of
around than US$100 Million.
Labour costs: 5-10% of total costs, with salaries ranging from
150 USD monthly for workers and 2000 USD monthly to
distribution managers.

Imports / Exports
The European Union exported €8.6 billion worth of cosmetics products in 2005. Exports
have grown at a compound annual rate of 9% over the last six years. The EU exports
nearly four times more than they import. Perfumes & fragrances and Skin and Sun care
products were the two largest export product groups; together they represent 64% of
total exports. Imports grew at a compound annual rate of only 7% to €2.2 billion in
2005.
Skin and Sun Care and Toiletries represent the two largest import product groups
accounting for 57% of total imports.
Syria Trade Performance
Export and Imports of HS 33: Perfumes, Cosmetics and Toiletries 2006

Syria exported US$ 30 million of products from this sector in 2006 and imported US$
40 Million with a negative Net Trade of US$ 10 Million.
The ITC classify the sector as ―emerging‖ as the growth is fairly recent. The growth in
World market share is impressive at 62% pa and with 16 products worth more than
US$ 100,000 being sold to 20 markets.
The main product heading is HS 3304 Beauty, make-up and skin-care preparations,
sunscreens, manicure and pedicure preparations worth US$ 17 million, which the ITC
classifies as a ―star‖, followed by HS 3305 Hair preparations worth US$ 11 million.
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Trade Indicators

Code

Product
label

Annual
Exported
Trade
growth
value
balance in value
2006,
2006 in between
USD
USD
2002thousand thousand 2006, %,
p.a.

Annual
growth
in
quantity
between
20022006, %,
p.a.

Annual
growth
in value
between
20052006, %,
p.a.

Annual
growth
of world Share
Ranking
imports in world
in world
between exports,
exports
2002%
2006, %,
p.a.

48

227

16

0.04

61

Other Beauty or
'330499
make-up
preparations;

6,008

5,089

Powders,
whether or
'330491
not
compressed

5,630

5,434

43

105

281

16

0.56

25

Manicure or
'330430 pedicure
preparations

5,326

5,314

90

139

554

11

0.72

19

Eye make'330420 up
preparations

136

62

467

17

0.01

64

Lip make-up
preparations

132

99

55

12

0.01

61

'330410

7

Within the HS3304 cluster of products worth 17 Million USD, an impressive 3-digit
growth rate in value for the year 2005-2006 for manicure & pedicure, eye make-up, lip
make-up and other preparations. The export of manicure and powders preparations
registered a relevant ranking in world exports.
The breakdown of HS3305 Hair preparations export, worth 11 Million USD, 11,700
Tons at an average unit value of 950 USD, is as follows:
Trade Indicators

Code

Product
label

Hair
'330590 preparations,
Other

Annual
Exported
Trade
growth
value
balance in value
2006,
2006 in between
USD
USD
2002thousand thousand 2006, %,
p.a.

Annual
growth
in value
between
20052006, %,
p.a.

Annual
growth
of world Share
Ranking
imports in world
in world
between exports,
exports
2002%
2006, %,
p.a.

6,910

6,379

93

127

809

14

0.16

48

3,104

-13,452

23

33

206

14

0.11

54

345

11

0.38

21

41

10

0.06

44

'330510

Hair
shampoos

'330520

Hair waving
or
straightening
preparations

588

557

'330530

Hair
lacquers

296

64

SEBC/SSP

Annual
growth
in
quantity
between
20022006, %,
p.a.

12
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Shampoos are the major imported product within our cosmetics product group (16
Million USD of hair shampoos imported in 2006), while the export of almost 7 Million
USD of Other Hair Preparations leads to believe that those products are semi-finished
products as low added value inputs for the cosmetic industries of importing countries.
Export markets for HS33
The spread of export markets seems very broad and evenly balanced with Saudi
Arabia taking US$ 6.3 million, Jordan US$ 5.9 million, Libya US$ 3.6 million, Iraq US$
3.2 million and the Lebanon US$ 2 million.

Export and Imports of HS 34: Soaps, lubricants, waxes, candles and modelling pastes
2006

Syria‘s exported US$ 272 million of products from this sector in 2006. It seems to be a
fast growing sector with World market share increasing at 136% pa. The ITC classify
Syria‘s sector as ―emerging‖ which would reflect the fact that the growth has started
only in recent years.
Most of the exports are for HS 3402 Organic surface-active agents, washing and
cleaning preparations (other than soap and preparations for soap use) with US$ 243
million. However, there are also significant exports of HS 3401 Soaps and organic
surface-active preparations for soap use worth US$ 21.5 million, with he ITC have
classified all three of these sub sectors as ―emerging‖.
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The exports are mainly to Iraq (US$ 104 million or 38%), but there are significant
exports to the Lebanon of US$ 55 million, both countries facing troubles, which may
account for the exports from Syria. However, there are also significant exports to
Senegal (US$ 44 million), Angola (US$ 18 million) and Morocco (US$ 10 million). All
told there are exports from this sector to 29 countries worth over US$ 100,000.
It would seem that the troubles in Iraq may have been the spur to develop this sector,
but it seems to be consolidating and building a stable export base. In the shops in
Syria, very nicely packaged soaps and candles may be found which are made in Syria.
These products would readily find markets in Arabia and possibly in Europe making
distinctive efforts on tailored sizing, packaging and branding for the emerging and
promising natural organic cosmetic products market (as described below in this report).

Focus product: HS 340290 Surface-active preparations, washing and cleaning
preparations
This product accounts for:
 74 % of total Syrian exports of the cosmetics product group under evaluation in
this study
 218 Million USD in value exported in 2006 (83 Millions $ to Iraq, 50 to Lebanon
and 40 to Senegal)
 11 Million USD in value imported in 2006

Exported quantities (tons) and unit values USD/Ton 2002-2006 of the Cosmetics
cluster products
2002
Code

Product label

Cosmetics cluster 4d Syria

2003 2004 2005 2006
Unit values USD/ton

Exported
Value
in 2006,US
Dollar
thousand

Exported
quantity
in 2006,
Tons

1,013

735

781

994

869

294,821

339,401

656

644

731

927

900

243,236

270,362

1,962

815

859 1,209

864

21,510

24,894

Beauty, make-up & skin-care
'3304 preparations; sunscreens,
manicure or pedi

2,048 1,207 1,378 1,409

619

17,232

27,825

'3305 Hair preparations

1,443

856 1,017

954

10,899

11,419

892

310

1,396

4,507

1,000 1,632

0 1,652 1,573

302

192

Odoriferous mixtures as raw
materials for industry

0 1,116

0 2,245 1,152

129

112

'3306 Oral & dental hygiene preparations

0 1,135

0 1,978 1,300

117

90

'3402

Organic surface-active agents,
washing & clean preparations, nes

'3401

Soap; organic surface-active
preparations for soap use

Personal toilet preparations
'3307 shaving preparations, deodorants
etc.
'3303 Perfumes and toilet waters
'3302
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The Top 10 imported products of the Cosmetics product group

Code

Product label

Cosmetics product group 6d Syria

Exported
Value
in 2006,US
Dollar
thousand

Imported
Value
in 2006,US
Dollar
thousand

294,819

71,148

3,104

16,556

218,600

11,891

129

8,891

6,832

8,758

'330510

Hair shampoos

'340290

Surface-active preparations, washing and cleaning
preparations, nes

'330290

Mixtures of odoriferous substances of use as raw materials
in industry, nes

'340211

Anionic surface-active agents

'340213

Non-ionic surface active agents

1

4,007

'330210

Mixtures of odoriferous substances for the food or drink
industries

0

3,808

'330300

Perfumes and toilet waters

302

3,469

'330610

Dentifrices

14

2,893

'340119

Soap & organic surface preparations, shaped, ,nes; papers
& non woven impregnated soap/preparations, nes

17,000

2,843

'340120

Soap nes

3,722

1,033

Large part of imports is raw materials and inputs for the emerging cosmetic industry in
the country, with shampoo and perfumes showing higher imports among finished
products ready for sale.
Regional and international competitiveness
As for C&T export performance, it is noteworthy that the growth in World market share
of Tunisia sector, worth US$ 22 million, is at 10% pa, while Jordan‘s sector, worth US$
21 million is growing at 5% pa. Both countries have smaller sectors and slower, though
still positive, growth rates (Syria at 62% pa growth rate). However, although Turkey‘s
sector is far larger at US$ 159 million it is losing World market share by 2% pa.
Possibly Syria‘s exporters could look to capturing part of Turkey‘s market.
As for soap and organic surface-active agents, Syria‘s exports of this sector are higher
than Turkey‘s, Jordan‘s and Tunisia‘s both on a per capita basis and absolutely. Syria
exports US$ 14,000 per person compared with US$ 10,000 per person for Jordan and
only US$ 900 for Tunisia and US$ 3,000 for Turkey.
This would seem to suggest that the success in Syria reflects the ability of the
entrepreneurs involved to develop products at prices that are wanted and seek out new
markets, rather than any natural (regional) advantage.
Quality
Interviewed manufacturer, with experience in the Syrian Organization for International
Standards, suggests that quality in general is lower than the international markets but
capable be raised to compete with proper interventions. At the moment, the costs of
manufacturing are too high and know-how is limited. Collecting little quantities costs a
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lot; with so many different raw materials and mixed without a rational system, the
standards are difficult to keep.
Others feel more confident considering that they could compete on local products
quality standards; the opening of GAFTA opportunities brought them also unfair
competition from cheap Chinese import avoiding 50% Customs duties + 15% VAT by
reducing invoice value several times.
Fake products from China find easy way in a market where customers often prefer to
buy a fake Armani perfume at 400 SYP than an original Syrian one.
Market structure
The Syrian market is valued more US$100 Million of sales with the following main
features:
 Perfumes: 60 % import and 40% Syrian products
 Other Cosmetics: 80% import and 20% Syrian products
 Deodorants: 60 % import and 40% Syrian products
 Distribution: from small markets and shops to supermarket and pharmacies,
using agents or direct distribution
 Certification: it is not perceived as a problem, as certificates provided by
producers of raw materials and export certificates from Syrian International
Standards Organization are enough and easy to get. According to a new law,
only hair colour, shampoo and face care products are to be registered at the
Ministry of Health
Professional Hair cosmetics segment:
 Today there are 15-20 new brands in the market, out of which only 5-7 are good
brands
 Low entry barriers attracting a large number of small, scattered bulk traders
 Syria is the 4th market for consumption among Arab countries (70% of the
consumers colour their hair at home)
 Lebanon is 1st country for Professional Hair cosmetics consumption
Raw materials
Raw materials are not available; there is a need to import them with an average 6
weeks to certify an imported product. All raw materials are mainly imported from USA
and EU.
Packaging is also imported as local products are of low quality standards.
Costs structure
The cost structure described by main manufactures is on average as follows:
Raw materials: 40%  processing and packaging: 40%  Labour & capital: 5% 
margins: 15-20%  + 5% for wholesaler  + 15-20% for retailing
The cost structure for a large distributor of branded imported products is on average as
follows:
Costs as CIF Lattakia
Custom VAT Other Clearance & transport
Stocking
Taxes
costs
50% 15% 5%
20-25%
3-4000 USD each container for
clearance + loading & unloading
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Prices
According to local manufacturers, the Syrian cosmetic industry can compete, but not
with China. They are facing an unfair competition from Chinese products entering
through UAE and then into the GAFTA area.
The range of price is roughly as follows:
 EU products are usually 3 times more expensive than Syrian products
 Syrian products ranging from 3-4 USD to 10-20 USD retail price
 Chinese products are usually 40-50 % cheaper than Syrian products.
For a survey of retail products in Damascus, see Annex 6.
Consumption and Trends
The Syrian cosmetics market is considered one of the largest in the Middle East with
latent potential, and it is set to expand further with many new agency relationships
being founded. Local producers such as Gaston Banna & Sons, Rimaz, Kosmeto LK,
Kabbash & Co (with its Dream brand) and Wardi Shan are in the process of stretching
their boundaries out of Syria and into new markets such as Lebanon, Morocco, Egypt,
Jordan, and Azerbaijan.
The Middle East cosmetics and personal care sector enjoyed a healthy growth of 12%
annually over the past three years, with an estimated sales value of US$2.1 billion in
2007 and a record ten global cosmetic majors have set up branch offices in Dubai in
recent months3.
Some of the top names in the glamorous world of cosmetics and fragrance are
increasingly targeting the prosperous economies of the UAE and the Gulf countries.
Prominent among those that have chosen Dubai Airport Free Zone as a base include
Chanel, Clarins, Estee Lauder, P & G Cosmopolitan, Perfumes Loewe, Guerlain,
Revlon, Parfums Givenchy, Parfums Christian Dior, and Elizabeth Arden.
Research indicates that residents of the UAE and GCC countries are increasingly
appearance conscious with over 30,000 salons in GCC spurring demand for beauty
products.
The consumption of cosmetics and perfumes in the region is ranked among the highest
per capita worldwide, with an average purchase per head of around US$ 335 annually.
New trends suggest paying attention to:
 Organic and natural cosmetics. The global market for natural products is
estimated at over US$150 billion, with an encouraging growth rate predicted for
the Middle East markets as well. People across the Middle East have become
extremely health conscious and are opting for natural or herbal products.
 Halal cosmetics, an increasingly growing sector worldwide. Burgeoning halal
cosmetic market, currently worth an estimated US$560 million worldwide.
Recently more people have become aware about the nature of beauty products
and are choosing to spend money on make-up and lotions that fit in with their
religious and cultural requirements. In total, an estimated US$150 billion worth
of halal merchandise is distributed through the UAE each year, with personal
care items constituting a large proportion of this figure.4

3
4

Business Intelligence Middle East – August 2008 – www.bi-me.com
Business Intelligence Middle East – March 2007 – www.bi-me.com
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Skin care products (including acne, anti-aging, sensitive skin, dry skin, oily skin,
and make up care) have propelled the global skin care market that is set to
exceed US$47 billion in sales by 2010.5

The European cosmetics market represents almost half of the global cosmetics market.
Major European markets such as Italy, Germany and France all show limited growth in
consumption. However, growth in these markets picked up in 2006. The UK and Spain
show high growth figures, as do smaller markets such as Denmark and Sweden.
Eastern Europe is one of the fastest growing markets. According to Colipa, the
European Cosmetics, Toiletries and Perfumery Association (www.colipa.com), the
EU15 market amounted to € 60.1 billion in 2006.
Counterfeits
The impact of counterfeits on cosmetic industry revenues and profits is significant in
the EU. Counterfeits are generally replicas of high-end brand name decorative
cosmetics and fragrances. Successful branding is a key factor in the development of
comparative advantage and counterfeits can pose a serious threat to brand loyalty.
Counterfeits also reduce the return to R&D consequently the impact will be shouldered
primarily by firms where R&D expenditures are the highest.
The European Commission estimates that about 70 percent of counterfeit goods come
from Asia. Of the 100 million counterfeit goods seized in 2003, 1.1 million of them were
cosmetics and fragrances.
The problems associated with counterfeits are thought to be particularly acute for
SMEs since they lack the resources to secure effective protection and enforcement of
their intellectual property rights. A recent study by Technopolis 6 makes the important
point that judicial and administrative actions must be available and that proper
registration of intellectual property is necessary to institute an action and 80% of EU
SMEs fail to register their patentable rights.
The study confirmed that China is at the top of the list of countries producing
counterfeit products (56% of SME survey respondents said that China was the main
source of counterfeits) followed by countries in the EU. The study asserts that the
abuse of intellectual property is set to diminish as China adapts to international
commercial norms. Specifically enforcement bodies in China are conducting more
actions and the legal system is becoming more in line with international standards.
Natural Organic Cosmetics
Natural products: this niche is still too little in Syria, but with great potential.
The global market for natural products is estimated at over US$150 billion, with an
encouraging growth rate predicted for the Middle East markets as well. People across
the Middle East have become extremely health conscious and are opting for natural or
herbal products
Within the overall cosmetics sector, the natural cosmetics market is still relatively small,
but is growing faster than the overall market. The natural cosmetics market continued
to benefit from growing global consumer concerns about health, a sense of well-being
and looking good, as well as benefiting from media attention.

5

Business Intelligence Middle East – May 2008 – www.bi-me.com
Technopolis: ''Effects of counterfeiting on EU SMEs and a review of various public and private IPR
enforcement initiatives and resources'', August 31, 2007
6
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The EU natural cosmetics markets has grown around 20% annually in the last couple
of years and is expected to exceed € 1 billion in 2007, constituting a market share of
between 1.5 and 2.0%. The fastest growing markets in the EU are Germany and
France. However, Italy and Germany constitute the largest markets. German-speaking
countries and Nordic countries also have a high per-capita spending on natural and
organic cosmetics while the UK market is developing fast, with a specific focus on
organic products.
The natural and organic cosmetics sector is highly fragmented. There are many
companies, especially in the UK, Germany, France, Switzerland and Italy. Due to
market growth, private investors, large cosmetic companies, organic food companies
and (organic) retailers are all entering the market, pushing the natural market into the
mainstream channels. With increased demand, and in some cases also scale of
production, this will lead to mounting pressure on suppliers. This is already seen in
mergers and acquisition between ingredients suppliers.
The EU‘s cosmetics industry uses huge amounts of ingredients, both natural and
chemical. The use of natural ingredients, and therefore the demand for them, is
increasing through the growth of the natural cosmetics market and the escalating use
of natural ingredients in ‗conventional‘ cosmetics. Moreover, EU demand stems both
from ingredients for further processing and for the direct use in cosmetics. Within this
overall picture, there is a growing use of new, active natural ingredients with a
functional benefit, such as in ―cosmeceuticals‖. The demand for organic ingredients is
also increasing. Exotic and Amazon ingredients are in high demand, as are ingredients
(saps and extracts, essential oils and vegetable oils) based on (exotic) fruits. This is
also related to the increasing demand for fractions and highly processed ingredients.
The global market for active ingredients used in personal care products is estimated at
€ 450 million in 2003 and at € 650 million in 2009. The most important markets for
natural cosmetic ingredients are Germany, France, the United Kingdom, Italy and
Spain. At the level of product groups, however, some specialisation can be
distinguished.
“Ghar” soap of Aleppo
Among natural cosmetic products it is worth mentioning the Ghar Soap, fine handmade
toilet soap produced from pure Olive oil with Bayberry oil (Ghar), added to provide the
fragrance. This soap is regarded locally as a luxury.
Ghar Soap is an indigenous Syrian product, with its production centres mainly
concentrated in Aleppo and the surrounding olive oil producing regions.
There are almost 50 fully equipped soap workshops producing as much as 20,000 tons
of Ghar Soap in a season. While a few establishments operate in Idlib and Ifreen, the
majority are in Aleppo - some occupying premises as old as the industry itself.
Most of the olive oil (approximately 80%) used in Ghar Soap manufacture is locally
produced pumice oil and second quality oil. Bayberry oil is mostly imported from
Turkey, as local supplies are insufficient for the needs of the industry.
Pure olive oil soap can only be produced in the cold months - December through to
March. It is manufactured using a simple process of ―saponification‖, forming and
drying and packaging.
Production is usually in batches of five tons. The percentage of bayberry oil normally
varies from 4 up to 25 as desired. Ghar Soap with as much as 60% bayberry oil has
been produced.
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The principal factor in the quality of Ghar Soap is, of course, the Olive oil / Bayberry oil
mix. It is this ratio, not surprisingly, that also determines the price of the soap.
Most of the Ghar Soap produced in Syria is sold locally, with only a small percentage
exported. The unexploited potential for export to the sophisticated markets of the world
of this excellent health & beauty product is obviously considerable.
Organic essential oils: an input for the fragrance and cosmetic industry
Perfumery and cosmetics form the largest market for organic essential oils and
extracts.
There is a need to integrate the essential oils production, well developing in Syria
(www.biocham.com), with the growing cosmetic industry to identify new forms of
synergies and create premium quality and added value for both industries in Syria. It
can be reasonably predict that a joint effort in developing both organic essential oils
and organic cosmetic industries would lead to highly valued products development.
The main demand for organic essential oils is from fragrance and cosmetic industry. All
the mainstream industry fairs now have a growing section set aside for organic
manufacturers – raw material and finished products.
Regulations covering organic cosmetics are under discussion in the EU. When
questions such as whether synthetic chemical preservatives may be used in organic
cosmetics are resolved, demand for organic essential oils should increase. Some
individual certification agencies have developed their own health and beauty product
standards, e.g. the Soil Association in the UK. Laboratories of various sizes have been
approved for organic cosmetic and fragrance production ranging from small structures
such as Les Douces Angevines in France to international companies such as Weleda‘s
German operation with many hundreds of employees. However, more stringent
labelling regulations in the EU might lead to reduced use of natural essential oils with
their multiple constituents and favour synthetic single ingredient chemical alternatives.


Buyers purchase in quantities ranging from kilograms to tons. Most types of
essential oils are likely to be used in the cosmetic and fragrance industries, not
only the well known perfumery oils like neroli, ylang ylang and lavender but also
spices and herbs oils.

Cosmetic surgery tourism in MED Countries
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Cosmetics industry means also health & beauty sector with its strong impact on
tourism.
The beaches of Hammamet and the antiquities of Carthage are no longer Tunisia's
main attractions for international travellers. Tourists are now coming for liposuction,
breast augmentations and other cosmetic surgery procedures. In just the last few
years, Tunisia has seen a 7,500% increase in the "health tourism" phenomenon.
Many foreigners are now choosing Tunisian clinics for their proximity and affordable
prices.
Indeed, only a short flight from Europe, Tunisia appeals to those short on time and who
want to save money. For instance, the cost of a face-lift in Tunisia is €3,200. The same
operation in France would cost €5,000 or more. Breast enlargement surgery costs
€6,000 in France, but if done in Tunisia, the procedure price is €2,600.
Approved and regulated by Tunisia's ministries of tourism and health, cosmetic tourism
specialists can organise every aspect of a visitor's stay, from booking air tickets and
scheduling appointments to arranging comfortable accommodations, usually at beach
hotels, to allow patients to comfortably convalesce.
Growing recognition of both the competence of Tunisian surgeons and the country's
good health sector infrastructure has contributed to the recent boom in health tourism. 7
The potential to develop this sector in Syria should be investigated.
Taxation policies and its effect on the sector competitiveness
The entrepreneurs interviewed did not mention taxation as an issue affecting
competitiveness.
Operating environment
According to First National Competitiveness Report 2007 8, the Syrian operating
environment presents the following features more relevant for the cosmetic sector:
Goods market efficiency indicator:
No
6.01
6.02
6.03
6.04
6.05
6.06
6.07
6.08
6.09
6.10
6.11
6.12
6.13
6.14
6.15

Indicator
Intensity of local competition
Extent of market dominance
Effectiveness of anti-monopoly policy
Extent and effect of taxation
Total tax rate
Number of procedures required to start a business
Time required to start a business
Agricultural policy costs
Prevalence of trade barriers
Trade-weighted tariff rate
Prevalence of foreign ownership
Business impact of rules on FDI
Burden of customs procedures
Degree of customer orientation
Buyer sophistication

2006
84
n/a
76
78
n/a
92
81
64
115
n/a
127
n/a
n/a
n/a
n/a

2007
49
61
76
42
30
95
84
54
119
120
128
112
96
55
116

Remarks
Competitive advantage

Competitive advantage
Competitive advantage

A wrong competition philosophy is prevalent amongst producers; competition is mostly
limited to reducing prices at the expense of product quality, bearing in mind that with
7

Business Intelligence Middle East, www.bi-me.com , Health tourism booms in Tunisia, published 13
April 2008
8
UNDP, September 2008
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the issuance of the new competition law competition will be a real reduction of prices
coupled with increased productivity, raised production efficiency, maintenance and
improvement of quality.
Labour market efficiency
Indicator
7
Labor market efficiency

2006
91

2007
117

Change
-26

This indicator was the worst decliner falling (26) places and this confirms the negative
effects on the competitiveness of the Syrian economy caused by the continuing
absence of flexible business legislations guaranteeing the rights of employers,
employees and the state

Indicator

2006

2007

Change

9

Technological readiness

109

109

9.01

Availability of latest technologies

n/a

61

9.02
9.03
9.04
9.05
9.06
9.07

Firm-level technology absorption
Laws relating to ICT
FDI and technology transfer
Mobile telephone subscribers
Internet users
Personal computers

85
121
122
98
89
81

104
128
108
102
93
84

9.08

Broadband internet subscribers

n/a

109

0

Syria maintained its very lagging position in this indicator (109/131), which indicates the
deteriorating technological capacity of the Syrian economy whether in term of
traditional technology or in term of using up-to-the-minute IT.
R&D: Capacity of innovation 2006/2007: 108/106
Syrian companies do not attach any importance to the issue of spending on research
and development and there is virtually no cooperation at all between universities and
the business sector, which leads to graduating large number of university students
whose qualifications do not fulfill labor market needs. As for innovation abilities, many
producers and manufacturers copy foreign or local products exploiting the nonexistence of property protection rights.
In general, the issues that mostly impede conducting business in Syria, are as follows:
 Inefficient government bureaucracy
 Access to financing
 Inadequately educated workforce
 Corruption
 Inadequate supply of infrastructure
 Restrictive labour regulations
Key Issues raised during interviews
During interviews with institutional stakeholders and major cosmetics manufacturing
enterprises the following concerns and key issues were widely agreed on:
1. Limited quality control
2. Packaging is a problem, as locally produced packaging is often not a satisfying
product.
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3. Cheap and low quality products from China and other countries like Lebanon;
also fake products from China (5 SYP for a tooth brash paste of low quality at
wholesale). Corruption at all levels gets low quality products into the country
4. Poor logistic: often changing regulations + transport infrastructure with slow
development
5. Low purchasing power in Syria
6. Market: up to 60-70 % of cosmetic products in the market are of very low
quality, no branding of locally manufactured products; remaining 30 % are all
imported brands, especially make-up from China has the largest market share.
7. Natural products: it is promising, but not now. The spa and wellness business is
not developed yet and there are too many problems connected with water
scarcity.
8. Although there is a strong demand for more make-up, body-care, hair-care and
skin-care products, it is almost impossible to trade a locally produced product
due to difficulties to keep its high standards constantly.
9. Certificate of origins: no taxes paid by products entered into the GAFTA area
and labelled as originating from a member country. Max Factor products are
coming from Dubai without paying taxes.
10. Invoice changing practices on the value of the products, which makes unfair
competition.
11. 100 % of chemical raw materials are imported.
12. Imported products often do not have the expiring date as for our requirements.
13. Certification is a problem. EU standards should be adopted (PH 6-5 are Syrian
standards, while PH 5.5 in EU)
14. Need for new regulations for the entire sector. There are laws that are older
then the French times. The regulation of the minimum quantity of active material
content creates us problems in innovating our products. Manufacturers cannot
introduce new EU raw materials (better quality, lower environmental impact,
more expensive) because of this minimum level by law. Syrian regulations are a
barrier to innovation and use of better products.
15. 50% custom duties + 15 % VAT on raw material and semi-finished products;
imports make costs very high. Iraq is the only place where Syrian products are
competitive; in all other countries they are not price-competitive due to too high
raw materials costs.
16. GAFTA area favours selling a finished product in Syria rather than to produce it
there; several cosmetics manufacturers opened a factory in Lebanon (where
only 10 % on raw materials applies) to then import finished products in Syria at
basically no cost. Due to war crisis, many are now moving to Turkey.
17. Methods of payments: Letter of Credit from Syria not always accepted
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5.2.

SWOT analysis

Strengths
Weaknesses
 Rising domestic and international demand
 High costs of raw materials that cannot be
sourced locally for large part.
 Low costs of labour is a competitive advantage
 Skilled and low cost operators and workforce that  Existing regulations and laws are an obstacle to
innovation in business practise in the cosmetic
can be trained to make the best out of new
sector that need constant innovation processes.
technology
 Competitive sub-sectors as make-up and  The costs of manufacturing are too high and
know-how is limited.
deodorants
 Collecting little quantities costs a lot; with so
 Attractive investment opportunities
many different raw materials and mixed without
 Availability of port facilities and Syria‘s proximity
a rational system, the standards are difficult to
and transport connections with Europe, the
keep.
largest market in the world for cosmetics and
 Limited knowledge of international quality
toiletries.
standards
 Proximity with the Gulf Countries and its highly
 Limited quality control.
growing markets
 Better placed in exploiting the opening of trade  Low awareness of the consumption and
distribution trends in foreign markets
flows with Iraq.
 Possibility to source organic natural cosmetics  Packaging: items locally produced are often not
meeting the required standards and design
products and organic ingredients for the cosmetic
 Low quality players: current low standards of
industry
many producers undermine Syria‘s reputation as
a quality international exporter
 Compliance with international quality standards
 The difficulties in adopting advanced techniques.
 Difficulties in accessing international markets
 Difficulties to access to and availability of longterm finance
 Lack of reliable official statistics
 Syria is facing high logistic costs for undertaking
foreign trade
 Laboratories are not EU-accredited
Opportunities
Threats
 Increasing global health awareness for organic  Cheap and low quality products from China and
cosmetics; this range of products enjoys a great
other countries like Lebanon; also fake products
potential worldwide
from China and/or locally produced.
 Growing interest of big international companies  Price-lead competition, outdated laws and
for the Middle East market and possibilities to
regulations and no transparent business
open new license or agency agreements with
practices could favour de-locations of cosmetics
local cosmetics manufacturers
manufacturing in neighbouring countries
 Product
specialization
and
differentiation:  Bureaucracy, corruption and no transparency
focusing on higher added-value areas such as
hindering sector development
organics, and moving up the value chain to  Worsening of the political situation in the Middle
include quality assurance and packaging and
East
branding would increase profitability, exports and  Growing freight and transport cost worldwide
create jobs.
 Loosing reputation on international markets due
 Syria continues in its reforms of trade
to low quality products and bad business
liberalization and investments attraction
practices.
 Settlement of Middle East and Iraq unstable
situations
 Deeper economic and trade integration with the
Mediterranean area and EU.
 GAFTA is also a real opportunity for Syrian
manufacturers to increase sales, test their
products in export markets and grow in size.
 Syria as a regional base to sell to Iraq, Jordan,
Lebanon, the Gulf and Turkey,
 The opening up of the Iraqi market, combined
with Syria's strategic geographic location, will
witness a surge of exports towards that country.
 The signing of the EU Association Agreement
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5.3.

Value Chain Analysis

The value chain of an enterprise represents an integrated system of productive
activities contributing to the produce of products and services. The chain consequence
of these activities makes them interact on the levels of cost and efficiency. It is very
important for the enterprise to best coordinate these activities in compliance with its
strategy to achieve its competitive edge.
This chain includes the following main stages for adding value:

Key Activities

Input
 Import of raw
materials,
spare parts
and high
quality &
design
packaging
 Energy
 Labour
 Capital
 Services:
Customs,
Labs &
research
 Supporting
and related
industries

Processing
 Collecting,
unloading,
clearing,
transport
 Testing
 Filling
 Packaging
 Storing
 Loading
 License
agreements
 Joint ventures

Distribution









Export
 Export
documents &
Certificates
 Clearance
 Finalize
Sales Orders
 Methods of
payments
 Shipment

Logistics
Handling
Wholesalers
Agents
Distributors
Marketing
Exhibitions
Promotion

Value added and value breakdown
Focus case: standard 500 ml. Hands Soap manufacturing

Intermediate
Inputs

Processing

Intermediate Inputs
Processing:
Costs
Description 1) Raw materials: 65 % 15%
Mainly filling
(SYP/Kg) (40% for low quality
product, include
containers and pumps
from China)
2) Packaging: 15%
3) Labour, Capital and
overheads: 5%

Value
breakdown
(SYP)
Value
Chain
Index
(SYP)
Value
added

SEBC/SSP

operations

Profit
20% on
average
5% on
shampoo
40 % on top
products

Distribution
Distributor:
10%
Own
distribution or
agents or
agreements
with local
distributors

Retail
value
Micro shops,
mini-markets,
supermarkets
and
pharmacies

32

4-5

8-15

4-5

30

32

37
(+ 15%)

45-52
(+20-40 %)

50
(+ 10%)

80
(+60%)

32 SYP

+ 150 %

80 SYP
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The table above illustrates the value chain retail value breakdown.
For this VCA, a medium-sized company (40 employees; products: all liquids: shampoo,
air fresher, body care, face care) has been used as a case study to represent the value
chain for the cosmetic industry.
These figures are those provided at the moment of the interview.
There is evidence that the cosmetic sector is a LOW-MEDIUM value added sector, but
with the capacity to become very competitive in the international markets and to
generate more value by moving from the lowest position up to the value chain by
including modern and appealing packaging, health and safety concepts, innovation and
branding.
Low labour costs and cheap energy will not give advantages for long. In this industry
there are higher value growth niches to focus on, for example natural organic
cosmetics, wellness and halal sensitive content products, where Syrian manufacturers
may find their competitive edges.
Price-led competition has not a bright future and can lead to business failures.
The following is a typical example of the existing common cases of reasons for
importing vs. producing:
1) Case Product: refresher
Imported from Turkey

Produced in Syria

- 0,45 $ in Turkey ex-works (+65%
taxes and it is still cheaper than if
produced in Syria).
- 0,05$ shipping
- 0,17 $ custom (due to lower
invoice)
- 0,33 $ importer and wholesaler

- 0,50 $: Bottle filling with gas and
alcohol
- 0,50 $ Valves and caps
- 1,15 $ wholesale price

1 $ retail price

1,30 $ retail price

The following is a typical case of a business relocating production in Lebanon in order
to trade in Syria a high quality product and at the same time being price competitive
against the same imported Italian product.
2) Case Product: skin care crème
Imported from Italy
- 1,2 Euro
- Custom duties 65% + other costs

2 Euro retail price

Produced in Lebanon
with Italian filling
-

0,14 $ - Aluminium tube from Turkey
0,57 $ - Italian Cream
0,04 $ - Packaging
0,1 $ - Filling operations
0,2 $ - Promotion and marketing
+ 20-30% margin
1,25 $ - ex-works price for larger orders
1,30 $ - ex-works price for smaller orders
10% custom duties and import costs

1,50 $ retail price

The issue here is that there are factors as custom duties on raw materials and semifinished products, corruption, outdated regulations, unfair competition etc. that add to
all other factors that a business faces by operating in the Syrian business environment.
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Critical issues in the Value Chain
Intermediate Majority of intermediate inputs are imported
inputs
- Low quality of local packaging is a critical problem for producers
negatively affecting their positioning on higher quality range of
products.
- Local poor quality fillings and delivery time
- Lack of high-end design capabilities
- Custom duties on semi-finished products: 71%
World cosmetics and toiletries packaging was valued at $10.5bn by
2005. An estimated 44.5 billion plastic pack units were used by the
cosmetics and toiletries industry in 2005. As competition increases in
the personal care market, manufacturers are relying more on packages
to get their products off the shelves and into consumer hands.
The potential of this sector to develop in Syria should be investigated.
Product Upgrading and Innovation
Existing regulations on the sector do not favour use of innovative and
less harmful inputs.
New online database of the ingredients used in cosmetic products –
“CosIng”
More than 15000 cosmetics ingredients with one click (here) of the
mouse
The European Commission has launched a new online database of the
ingredients used in cosmetic products making it easier for companies to
find up-to-date information on substances needed to develop new
cosmetics or to improve existing ones.
Using CosIng, businesses and authorities can now check if and how a
substance is regulated at EU level, from when and how it has been
regulated through the years and what are the opinions of the Scientific
Committee on Consumer Products (SCCP) which form the basis of this
legislation. Companies will no longer have to search through various
documents to get the full picture. EU law on cosmetic products is now
more accessible and transparent and this will make life easier for
companies and reduce costs. It will also facilitate market surveillance by
the Competent Authorities and contribute to the safety of cosmetic
products.
Processing
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Cheap and unskilled labour
Few emerging entrepreneurs producing high-end cosmetics with
export potential
New industry mostly focusing on sales of bulk to accumulate
capital needed for upgrading into higher, value-added cosmetic
products
Price-based competition in bulk is preventing the accumulation
of wealth
Low barriers to entry is attracting a large number of small,
scattered bulk producers/traders
Lack of cooperation among producers and lack of a sector
business association
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Distribution

Export

Limited marketing efforts and knowledge
Insufficient research and development for new high-quality
product lines
Relatively high interest rate on loans



Large cosmetics distributors plan to open a new office in Dubai
and Jordan, as it is easier to operate. Never open a Letter of
Credit in Syria.
 Price-sensitive consumers
 Lack of trust in locally produced cosmetics
 Logistic: often changing regulations + infrastructure very low
development
 Low purchasing power in Syria
 Up to 60 % of cosmetic products in the market are of very low
quality, no branding of locally manufactured products; 30 % are
branded and all imported, especially make-up from China with
the largest market share
 5 SYP (0,1 USD) for a tooth brash paste of low quality at
wholesale!
 Corruption at all levels gets low quality products into the country
Importing cosmetic products into the EU
The importation of a finished cosmetic product as defined under Art. 1
of Council Directive 76/768 of 27 July 1976 on the approximation of the
laws of the Member States relating to cosmetic products (―Cosmetics
Directive‖) into the EU is subject to a number of legal requirements,
some of which are listed below.
1. Rules of origin, import tariffs, VAT, excise duties and customs
documents
2. Notification to competent authority
3. Keeping of safety-file readily available for control purposes with the
responsible person established within the Community
4. Permitted/restricted ingredients, packaging and labelling

.
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6. Recommendations for sector growth and competitiveness


















There is a need to integrate the essential oils production, well developing in
Syria, with the growing cosmetic industry to identify new forms of synergies and
create premium quality and added value for both industries in Syria. It can be
reasonably predict that a joint effort in developing both organic essential oils
and organic cosmetic industries would lead to highly valued products
development.
The development of this embryonic cluster should be investigated
Review existing outdated regulations on the sector that do not favour use of
innovative and less harmful inputs.
Enhance export potential by adopting international quality standards
Identify few SMEs with capacity to grasp ―niche‖ potential, support their growth
with Venture Capital investments and sell them out within 3-5 years to
cosmetics multinationals.
GAFTA: the Government, to support the cosmetics sector, should initiate
negotiations to have a fully harmonized regulatory regime across GAFTA
countries. The new regulations should primarily involve broadly defined
common safety requirements and a new approach to risk management, which
does away with the requirement of pre-market approval for cosmetics products
and introduces instead a system of post-market surveillance. In doing so, the
new approach (followed by EU and ASEAN countries) would shifts to a great
extent the responsibility of ensuring safety from the government to the private
sector. That means allowing new products to enter the market based solely on
a ―Suppliers‘ Declaration of Conformity‖ with a given regulation. The U.S. also
has in place mechanisms to rely on private sector developed standards for
adoption and reference in mandatory technical regulations.
Support the establishment of a Cosmetic Business Association with the role to
develop better coordination and lobbying on behalf of the entire cosmetic
sector, better information on global market trends and requirements
development, to foster the upgrading of R&D facilities and promote Syrian /
Mediterranean concept into a territorial marketing campaign.
To fight against counterfeit products by contrasting corruption practices,
introducing supporting measure to enhance the protection of intellectual
property rights, making sure that this will not had costs for SMEs in particular.
Introduce trade mark registration facilities and a databank of original products
(similar to Italian FALSTAFF initiative)
Do not underestimate the development potential of halal cosmetic products
market
Exploit the potential of on line selling and advertising; fashion conscious
consumers expect to see 'their' brands present when they are on the Internet,
and welcome the communication and interaction that would help new moves to
add value to products.
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Annex 2
List of meetings

Annex 3
Cosmetics & Toiletries - Categories and Components
1
1.1
1.2
1.3
1.4
1.5
1.6
1.7
2
2.1
2.2
2.3
2.4

PERFUMES AND FRAGRANCES (women, men, unisex and children)
Extracts, perfumes
Eau de perfume, eau de toilette, eau de cologne, eau de lavande, perfume de toilette (unisex)
Eau de cologne, eau de toilette for men
Eau de toilette for children
Pre- and aftershave lotions (not aftershave balms and creams - see 3.12)
Moisturized tissues forming part of a perfume product line
Boxed sets (mainly alcoholic perfumes)
DECORATIVE COSMETICS
Facial makeup products (foundation, blusher, loose and compact powders, etc.)
Lip products (lipsticks, lip protection and non-coloured foundation, pencils, glosses, etc.)
Nail products (nail varnish and nail varnish removers, foundation, protection, ―hardener‖, NOT artificial nails)
Eye products (eye-care lotions, products for eyelashes (mascara etc.), eye makeup and eye makeup removers,
eyeliners (pencils), NOT false eyelashes)
2.5 Boxed sets (mainly decorative cosmetics)
3 SKIN CARE (men, women and babies)
3.1 Face care products
3.11 Day creams, night creams, masks, exfoliation, anti-wrinkle and anti-aging creams for men and women,
skin-whitening products, treatment series, anti-blackhead creams, etc.
3.12 Aftershave balms and creams
3.2 Face cleansers and after cleansers (toners), makeup removers, (NOT eye makeup removers - see 2.4)
3.3 Hand care products (including hand creams, mixed products for hands and nails, anti-skin discoloration
cosmetics, etc.)
3.4 Body creams and lotions (firming creams, slimming creams and lotions, NOT sport massage products)
3.5 Baby care products (only creams, lotions, and milks, NOT soaps, shampoos, foams, sun care)
3.6 Boxed sets (mainly skin care products)
3.7 Sun care (with or without sun, before or after sun, sun care sticks, baby sun care products, sun blocks, etc.)
4 HAIR CARE
4.1 Shampoos (including two-in-one (shampoo/conditioner) and hair and body shampoos, baby shampoos, NOT
shower gels - see 5.52)
4.2 Hair conditioners
4.3 Hair lotions (daily & special treatments) and hair tonics (also alcoholic)
4.4 Hair sprays
4.5 Setting lotions and setting mousses
4.6 Hair creams, brilliantine, hair gels, etc
4.7 Perms
4.8 Other Hair Care products (treatments, masks, etc.)
4.9 Boxed sets (mainly Hair Care products)
4.10 Hair dyes, colouring shampoos, bleaches
5 TOILETRIES
5.0 Toilet soaps and syndets, wash lotions, including dermatological soaps (syndets), baby soaps, etc.
5.01 Soaps and syndets (non-liquid)
5.02 Soaps and syndets, wash lotions (liquid)
5.1 Oral hygiene
5.11 Toothpastes
5.12 Mouth washes (before and after brushing)
5.13 Other dental products, which are in contact with the mouth (sprays etc.)
5.2
5.3
5.4
5.5

Shaving products (foams, creams, gels, soaps)
Talcum powders (including baby powders, etc.)
Products for intimate hygiene (deodorants, detergents, talcum powders, etc.)
Bath and shower products
5.51 Bath foams, salts, bath oils, bath and shower gels, etc.
5.52 Shower gels, two-in-one (for body)

5.6
5.7
5.8
5.9

Deodorants and antiperspirants (roll-ons, sprays, creams, sticks)
Depilatories (including post-depilatory creams)
Foot care (salts, powders, sprays, creams, gels, treatments)
Boxed sets (containing different toiletries)

Annex 4
Retail prices in Damascus

Retail prices – Cosmetics – Damascus – October 2008
Low ranging shop
Category
Fragrances &
Perfumes
Decorative cosmetics

Skin care

Hair care

Toiletries

SEBC/SSP

Product

Price
Imported Syrian Fake
(SYP/ml)
Water perfume Bien Etre
265/480
X
Empario Armani spry
200/150
X
France shadows make-up
250/15
X
Lipstick
250/5 gr.
X
Terracotta
600/15 gr.
X
Nail varnish (Germany)
190/13 gr.
X
Nivea body
200/200
X
Nivea crème
300/400
X
Magnolia
100/325
X
Nivea
140/ 50
X
Nivea lipstick
75/4,8 gr.
X
German
1300/30
X
L’Oreal
110/75
X
Perfect caviar pure
1150/50
X
Bioterm tonik
1600/250
X
Bioterm face
2600/50
X
Bioterm eyes
2300/15
X
Clinique face (USA)
2500/50
X
Clinique eyes
2500/15
X
Lux (body gel)
120/250
X
Laurel gel
275/200
X
Loana gel
120/250
X
Vaseline
200/250
X
Jonson&Jonson powder
65/200
X
Amla keep dark oil
125/200
X
Vatika (almond, cactus, lemon)
175/200
X
Shampoo Panten
250/200
X
Shampoo Jonson&Jonson
85/200
X
Head&Shoulders (P&G) Shampoo 195/400
X
Dove Shampoo
200/400
X
Herbal essens shampoo
225/195
X
Nunu Tuna baby shampoo
60-80/200-300
X
Dove shampoo Egypt
175/400
X
Frutice shampoo (Lebanon)
200/400
X
Taft (KSA) shampoo
165/400
X
Hair mask (UAE)
175/200
X
Brazil
110/30
X
Taft hair gel
225/50
X
Pert shampoo (Lebanon)
120/400
X
Garnier color
175/75
X
Hair Oil (UAE)
175/200
X
Hair gel (Lebanon)
190/210
X
Gilet shave
275/200
X
Natural Soap Aleppo
150/100
X
Soap in powder
150/40
X
Laureal – kassap soap
500/1kg
X
Laureal – kassap soap
150/150 gr.
X
Nunu liquid soap
65/300
X
Palmolive liquid soap (Hungary)
150/250
X
Dettol (Dubai)
55/125
X
Lifeboy soap (KSA)
35/75
X

50/51

High ranging (expensive) shop
Category
Fragrances &
Perfumes

Decorative cosmetics

Skin care

Product
Chanel
Chanel 5
Chanel Mademoiselle
Chanel set 3 units
Aqua di Gio - Armani
Aqua di Gio - Armani
Aqua di Gio - Armani
Gloss
Mascara
Pencil
Clarins crème
Clarins milk (face)
Clarins tonique
Clarins set

Clarins oil
ISL tonique
ISL crème
ISL crème eyes
Nivea crème Spain
Atrix
Sunblock
Dermatologic
Correcter imperfect
Dr.Sosi herbal crème

Price
(ml/SYP)
100ml/6080
100ml/7450
100ml/7458
20ml/6000
100ml/3950
200ml/5500
50ml/2800
1350 SYP
1050 SYP
1000 SYP
50ml/ 4750 - 5075
200 ml/ 1325
200ml/1300
50ml crème
+ 100 ml tonique =
6500
40ml/2875
150ml/1850
50ml/3270
7ml/1070
300g/550
55ml/450
40ml/475
50ml/275
30ml/475
30ml/250

Imported Syrian Fake
X
X
X
X
X
X
X

X
X
X
X

X
X
X
X
X
X
X
X
X
X

Hair care

Toiletries

SEBC/SSP

Alwasar antirides
Face Aleppo
Karam TTO
Herbal essence Lebanon
Head& shoulders KSA
Pantene Lebanon
Sunsilk Egipt
Unilever
Egypt
Nivea Germany
Camay Egypt
Hair crème Vatika
Hair crème Nivea
Germany
Wesheda ginseng China
Laurel oil
Jableh Intimo gel
patented from Italy
Dabun soap UEA
Wardi shan soap
Propoleo apitherapy
soap
Arak soap
Detoram by Haffar soap
Acne seal soap
Narsess oily jess soap
Olive 100% soap
Lauro soap
Setaderm Germany soap

50ml/400
100g/85
100g/85
400/190
400/400
400/250
350/375
400/375
250/185
210/200
200/400
300ml/175
400ml/300
400/250
250/250,
400/440, 500/550
100/55
125/100
100/60
50/65
50/65
90/50
100/100
100/45 - 1kg/475
500g/125
125/100

X
X
X
X
X
X
X
X
X
X
X
X
X
X
X
X
X
X
X
X
X
X
X
X
X
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