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SMALI~SCALE INDUSTRY AND THE ARAB COMMON NARKET

Introductiion

1. The Arab Common ‘'arket was 2stablished to promote the economic development of
its member countries and t~ co-ordin.te their elforts tc building up a balanced

indusirial sectcr thrournout the Arab region,

2. The Arao Common Yiuraet oropoges to crecte appropriate conditions for the opti-
wum use Of all eoroduction fact rs 30 is to enavle the indastrial sector to pert m

a dynanic role 1 tae otraraaent of progress wd srovth

3, The nurpise of this Jloogant 1s b wnalyse wd denonstrate the ell'ects 4 the
Arab Common farkei n tne orocess or growtn in smoli-scoale ladastry. A ostudy U
thiz kind ~ain only ve undert tien alter screntifl o Lly definmins the luats of small-
scale 1ndustry and nalyslie tae drovis: as g overaliy the Arat Common sarcet and
itg eltects - n industrial wtivity 1w genera!l ird wn the sual.-scade industry sector
1n particul.r

A, In view ~f these ronsiderations the document will ¢ divided 1n.» five

gections:
I. The concent »f gmall-rcile 1ndustry in the Arab region
II. Indusirial activity and the Arao Common flariet
III. “m2ll-scale indastry and the Arib Comnon .laricet
IV, Llecommendati~ns

\' Conclusisns
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I. THE CONCEPT OF SiALL-SCALE IWDUSTRY IN THE ARAB REGION

. The devel piug ¢ untrice wave latterly oeen uttuching increasing importance
to the expansion of small-zcole intustry, in view of its decisive role in the
crantion of conditions favouranle “or the develonment of mediuwn ind large-srale

1uaastiry .

. The contribation o1 small-swre industry takes various forms: preparation
£ glr1lled anl specialiced lobour, production of various articles and services for
Lirme—s~ile indastry  recrrashiconl Jdstributicen of industries to ensure full utili-

ction oo the country's cailire reccarces  wider Jdistribution of cverall national

10 ome, 2la,

! All there Tunctions, ai~n zaus: saall-seale indunsiry to serve w3 an 2conomic

miltinlier slge determine tao featares which, from cur nsoint of view, provide the
setent1 Tl Counadation ©or o oreoe definition for small-scale industry and enable
i* 1o ba Uotineichod froa the hanaiecrafts and eottage industries s>n the one hand

nd e mediam ond larce-aon e ladactry on the other,

Inonnys eovateres oot al tnvestment 1 oonsidered the basic criterion for

the derinvtion ~f omdlescde mmuwtrey. Jther csuntriez, however, have alopted
otferent criterrs cuen oo 2w loyaent, voluae of sales et Thic disparity in
e crtee 0 oriteri ok o DTl e underinie o comparative study of small-

soile tnmdustry tn the Aral 2ouneriun.

A

Lrte Wl develooings couneriesy the Aveh v tioas have bhecome wware of the

oo rtopen G cinaliese e inlootrry ond o 1ta role in the process of economic

Frovth without  nowever, o nsiderins thwe preplem of cmallescase wadustry at the
rerenal level for o tha ourpeses o7 wnawstirial legiszlavion, eacn Arab onuntry
ace adepted 1ts onowetinmiticn o0 gaall-scoaie 1aduastry, whien ditfers frem that
Abneed uy the Craers, s v rodiited Loafrerences oad discrepancies which
hova ande 1t inposoiel o undert 02 oy o omarative stidy or oany plan for co-
crdrnat ton The s inasteoy ey e conowdered o aadierafits iadustry in one

oantry o ana A soatles e andastry in o anetier

. Doecorte tne Lo roance wAl?h the Arau ceuntries attach tc che development of
watl=-cenle radustry, oo attempt o co-oydinate efforts to that end has been con-

templotad at the regional level. Smiil-scale 1ndusiry continus to be regarded as
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a local institution having its own problems which, can only be discussed and dealt
with internally. The principle > '"localization cr small-gcale industry" should

be replaced by the more dynamic concep! of "regionalization of small-scale industry'.

11. The vrinziple »f "regicnalizration of saill-scole industiry” 1s the best prua-
ciple to adopt if small-scule industry is to have the necessary prerequisites for
developmen:. The need to oonly this principle ols. implics the need te urrive

a common defiviition of emall=sc 1o industry that hags the same scope and meanint

for all the Arab oroaniirics.

12. Criterio such s the wwveunt of owpital investment .nd the awnocr of caployees
-~ which are cnrrently applied in the Arab countrics tor the definition of suall-
scale industry - «re, we feel, 700 rudimentary. Maey savuld re replaced by wore
gcientific critorin, s »s to nromote coe—ordinated complementarity botween the

different iranches f indusiry 2t both the nationol 'nd the rericnal level.

13, Within tne industrial sceotor asz such, small-scale industry talls between the
handicraft industry r the cne hond and large and rodian=scale industry nothe
other. I'ioonr dny and wze 1t oeould Le 1mpossicle o 3 lre tace problem ol ander-
development with ut taking acorint o the 1zportan’ v le of small-sceale inductry
and of 1ts clese ties :ith sther cdtegories 0 wndustry. The spocial features
of each catem ry of 1ndustry wo ot theretosre be teien aut consideration when

defining the lasic principles tor silanced growth.

4. In tne ~ase o7 small-scole ndusiry, its special teatures and dynamic role

call for the idontion of definite critoria as a bacis for a common definition thet

can be applied in cach Ardhb courtry. Such « defirition will tacilitate cuapara-
{ tive stndies wd help to achicve comstructiive industrial co-crdinntion among all

the A1nb countries.
15. The definition we pronos2 for snall-scale industry 15 as folluws:

"A small-rcale industry is on industriai estuiblishment in the form ol an

independent producer of articles for local consumption o prcducer (ancillary

industry) Sf commeditioss or servioas for largae-scaie industry, ising machinery as
a means o»f pr-oductiun'.
16. Such a2 defini*ion wouala make it possible to dsfince the boundrics betwe:n the

varicus categeries of industry. Iade2d, the torm "iccal consumption’ 1lmpliec
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that producticn is intonded to meet internal demand, whilc the tcrm "ancillary
~~dustry" implics that the omall-scale industry is technologically linked to large-

scale industry.

17. The proposed definition of smaeli-scale industry will meke it possible to

dei'ine the linmits of this sceector and the principice for its development witnin the
framewors [ the Arab Coamon [l.rkot, The last nart of thieg docunent is therefore
devoted 1o an annlysis of the provisions sovernins the arab Common Market and the

Market's cffects »n the indust:sliil developnent of coch Arah country.

II. INDUSTRIAL ACTIVITY AND "HE ADRA3 CO/MION MARKE?Y

18. The developing countrics are {ully eonvineeod that full atilization of their
resources can ~nly be achieved by means of balanced industrialization, In order
to achiceve that <im, 'he drab couatrics are maaing a sustained 2flert to prepare

the plans and atdics ncecssary {or the development o tnc irndustrial sector.

19. A study of the eoonomic structare of cach Aran country shows tnat the
restricted local market o nstitutos o consideraole ebatacrle 1 the achievement of
ceoncmice rrowth, Tooromedy tils situation, the dev o loping o eclriea have applied
vairicus solubtions decigned either to ineroase the surchasinge power of consumers or
Lo bring about bilitoral or maltilateral agreements Por the reduction or elimina-

tion of restrictionz on trade 1a naticnal induastric! products.

20, Thigs awarcncss of the need t cxpand the local market in cach of the Arab
countries reoulted in the establishment of the Arab Common Market under resolution
Moo 17, adopted by the Couneil of Arab Keonomic Unity al its second session on

8 Qctober 10},

21, The Arab Cemmon "arzet pronoges to attain the tollowing objectives:

(a) Freedom of movement for persone and capital;
(b) Trecds of trade in lecal and fereiszn merchandise and products;
(c) irecdon or residence, work .nd cmployaent

(d) ‘recdom of transport, transit and use of neans of transport and

civilian ports.
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22.  The beginning of 1965 was sot as the date for the eniry into forco of the

provisions governing the Arab Conuaon Market, which arc aimed chiefly at the

liberalization of tradc in Ar-u merchandisc .nd oroducts . in the ollowing elages:

(a)

(e)

Pl

230 Thb

A 20 per cent anmual reduchkion in custons Uariil o vegetable ad
animal products and on neturael rescurces STLTLAN LT in an Arab

country thal i< o momber of ihe Arl Common siarkoet

xemption Iros enos oy iy onothe wrodacts Crunerated in list A
annexed te the gpreanest conecrniar tho cncourcaerenent 1 trade
(1131 A corers the srocucta sutirely cuenpt rom customs Jaty s o1

1 Juniory 1065 -

A 10 per cent annl reduction in the customs duty on industrial

productc:

An increasc in the raduaction of customs Gty om o the products
enumerated in licts o and O wanoxed 12 the agreoment concerning
the cneourwrenent f 1rade (these twe liste cover the products

subjoct 1o v ¢ to U ooer cent reduction in oustoons duty as ol

1 Janu.ry 1)55)-

A 10 per cont anmeil reductisn in administrativ. restrictions with

recpect o Indastry Loorodacis.

resolation estad lishine the Arib Common larket srovides for a nwnber o1

transitionil provisions desined t nwe tho way for the liboraliz ticon of trade

between the mamber zountrios.

24, The main transitional orovisions are as follows:

(2)

()

()

Prom the veginniag o) 1)), no new restriciions or charges will be

imposed with resoect to trude vy memt :r countrics;

o local charses Hn oamportod Arh induciri.l products may he higher

than the charges 1aprze ~a comparale done i nroducty;

The duty and churses piyable on indastris] sroducts criyrinating in
one of the me or coun ries will oo redicca Ly 1 per rent a ycar,
from the beginning ~t 1i0,, so that coupleta liveralization can bo

achieved by the berzinmiage 0 1974
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(d) Tradec restrictions will be reduced by 10 per cent a year, from the

beginning of 1955, so that imports can be frece from all restrictions

by the beginning of 1971,

ITI. UUOALL-SCALE TUDUSTRY AND THE ARAB COIMOI '{Aw 87

29 It should e aoted that boih the oo jectives and the lransitional provisions
of the Ar-b Common Jlarkot opply too 11 industrial producis, no distinction being

made between the orcdacis f snodl-zelle Indagsbry and thhse o 1 rege-scile industry.

206, The cpplication of transitioacl ororicions comuen i 211 inductrial oroducts,

regardless o Lie caterory of i1ndwery or it cocolal foentures, conld fect sacll-

scale indactiry nere Shan any othor colesrory. In Thew gmodl-geals industry is
regarded s the woadient roup and thus decerving < oreteciizn and encouragement

in view ot Lthe imo-rionce o1 its eronomico «nd coell Punctio:.

P

27 The libereliscwiilon of trade in industricl producis, w provided for by the
Arab Common dhariket ) could venken the pusiticn of oov ll-senle industry in many
member countrios. [ faet the copurter of the sroducts 20 smtll-scale industry
virll be the memboer country thet o orenered to produce on o large-scale, so that

ttocan ewer 1ts production costs and thus competce with smali-geale industry in

nelgnvoaring countries,

2R These efierts will have o restrictive iapact on the development of the indus-
trial scector, Since the different categories of industry complement one another
technologically, the weukening oi small-scale iadustry will have a direct effect

non the other cotercriosn of industr Uor the following reasons:
; Y. .

(a) Smill-senle industry 1s, in many cascs an wncillary industry to large~
scale industry

\

(b) 'he indastrial srocessing of many raw moterials is carried ocut by small-

scale indastry.

29. The consequences »f the liberalizaotion of trade in industri:l products
between the meuober countrie: of the Arab Commen _iurket will he apparent both

nationally nnd locally. In fact it will no longer be pessible to apply the
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principle of territorinl distribution of indusiry, or to create conditicns avour-
able 1o industrizl development; underdevelopment will nersist in ceveral parts
a particular territury and the mory problems ~onngcted with this heterogeneity vl

reanain inso luble.

30. The now problens wilh wuich small-mcale industry will be {wad as 2 resul
of liberalizalion of trade betwean menber ccantries can be avoided 1f some of the
provisivng goeverniag the Arab Cemaon oriced are amended so as to facilitate the

achievement o1 bal:nced sruwth.

IV, 7"medDUDATIONS AND CONCLJSIONS

3l. In view o the import it role nlayed by suall-scrle industry in the devel p-
ment and cxpuarsion of the iadusirisd scoteor iu overy developins couniry, no plon
for balanced grovii caw be [rauiated witheul poying due regard 1o the drineinlon
i

and rulcg nccessury o encourtre and stiomelate smelleses!

o

ooindustry.

32, Small=gcole rodustry, 28 we have already notoed, s rtg wn charawteristic

fecatures. Ite cxponsian 1o subject b specl o] cnarviens uhion Arctoer Tras thooo
that apply to cther cotororics o 1ndustry. Accordine by out should b noted th

the induzir: .1 deveopawon® shich fthe woo Cowne ot aree?t s o wchlve calls tor

a distincti n cotween small-sonie oxn?t laree-oo Lo dndastry and oor» oo plan o
libernlize f1 e 1t inlusiriol oredaunts, boilbys wocount of the ~oocio 1 featares

of each cutepry of 1ndusiry.

33, There in therefore o need o formulate certein common principles Lhat cun

be applicd uniforaly in ~11 the couatries that re acmbers of tiae Aral Common Marvet.

Thesc principles cshould be as follows:
(2) There ie a need Ior o classilication of different industrics, with
definition of se-ll-scale wad larme=-c¢ .le 1ndustiry,

(b) The provisions governiaz the Arch Coaron Laicer should bo amended to

count o the distinction between sull=scile wnd lnrge-scale

(9]
O

1toke

industry;

(¢) Only the provisions corcerning the litver::iizaticn o irade in the pro-
ducts of large-scule industry should be appiled, suca wpplicution
extending over thc first tea yerrs ci the existence of the Arzb Common

Market;
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(d) Trade in the products of small-gcale industry should be regulated for
the first ten years of the existence of the Arab Common Market, by means

of bilateral agrcemeats.

34. We think that it would be odvieablo for the rlassifiction of industries in
Arab countries to be based on a distincticn betwcen small-seale and large-scale

indusiry, 1in the lizght of “he following definitions:

\ . L )
(a) Definiticn of sm.ll-s: .io Lduetine e

"Snell-seale tadustry 10 on fndustriol cstelLlishment in the form of an inde-

pendent producoer o ariicles forodeeal congumption, or a producer o¢f commoditiosg

or scrvices ivr large-se.le industry, usinr nchinery s 3 means of production. "

(b) Definition ~f 1 .yro-ge.ls indusiry:

et

Large-scrlc indastry is an industri-l ¢stadlishment in the form of a producer
of articles that e function 11y more complex rnd intended for local consumption

and cxpert.,

35, seing convinced ol the necessity for develooing small-scale industry in cach
Arab country, we Divpose that the provisions governing ithe Arab Common Market should

be amended tc toke wccount of the following peints:
(2) A distiaction should oo made between small and large-scale irndustry on
the basis of the definitions given nbouve,

(b) A list or Ihrgo—sents andurtries ir cach Areb country should be attached

to the provisions s the Arab Commen [nrket;

(c) The orovisions ol the Arab Comnon firket Pplying caclusively to the

products of l.rge-scole industry shcuald bo indicated clearly:

(d) Trade in the products of small-scale industry should be regulated by

means of bilateral agreasments.
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V. CONCLU3ION
2 ’ ’
36. The Arab Common Morket is, in aste.d fuct, the most import wt cloment in
effective :nd constructive co-spcratiog wion~s w11 ne Ars countrias, HWe feel,
however, thot ir ue roslly wish 40 ~ttoin *he e set Ly che Aras Comnen Jdarcot,
careful study wist Ly miven 1o 1t olfcots on the varic o aectors of the nationandl

econommics of the ‘oo ~suntrico.

37. The wolysis conoilned in this docwaent is ~ cordiribition 4, the eflorts
that are beiarz nocde vo ochieve the o.joctives £y wvai-h the deab Common Markat wvon

eptablishcd.

a8, The grovias lupirtancz o0 L ii==01lo ladusiry o the orocenr Sf economic
develooment prompts us to dovote snecial witonts n i the er2iion o1 coadibions
that arc proprticae to ite oo nzion, Joothis cud regiond o= ercty v, 1u the
ficld of irade liberalization snd in the ootwoliciiacss 0 indastriel sones, indas-
trial benis and siallor instituty onc. ic wound o hove o poirtive effoct oa the

procese of 1adustri.l doveloprmont nd on the schicvonent of ceononic srewth in the

[

member countries of the Arab Common iinicot.
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