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SWâLii-SCalS IïffiUSTOÏ AND THE ARAB COMMON IiARKET 

Introduction 

1. The Arab Common I'ar'xet was established to promote the economic development of 

its member countries and t->  co-ordinate their efforts to building up a balanced 

industrial sector throughout   the Arab region, 

2. The Arab Common «lar^et   propager:- to  create  appropriate conditions  for  the opti- 

mum use of all ¿r^dacti .n fact ,rs  s<-  .is t<> enable  the  industrial sector to  peri*  na 

a dynamic  r: lc   ia  tie ,' t - li v.ient  - f  progress   inri  -jr^th 

6,       The  our oc se  of  tino  uucaaom   is   t..   anilyse    mi  demonstrate  tue eíTectr;     1   t h" 

Arab  Common   Wrkel     n tno   arccess  •-•x   ,*T"'.rtn i:i  sn.li-30.1ie  industry-        \ study    t 

thi3  kind "in only  be ändert uen a.'ter scienti!1   . ily  defining  the   li.atc   A   amai 1- 

scale   industry and   inalycia«--  the  pr-visi UIF  <?•-ver.uiv   the  /Irai)  Comm.ai .-. ircct    md 

it3  effects  on  industrial   ictivi;y  ia genera:    ¡no   on  '..he  oaal.-srUe  industry sea   r 

in particular 

A.       In view of  these considerations,   the document  will '.«a divided iru > five 

oections: 

I. The concept of small-ccile  industry in the Arab region 

II. Industrial activity and  the Arab Common ;Iar!:et 

III. "»mall-scale industry and the Arab Common   iarket 

IV. Recommendations 

V Conclusions 
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I.    THE CONCEPT OF ffilALL-SCAIB INDUSTRY IN THE AIÜU3 HBOION 

3.       Tho deve lo pi.i¿ cuntrice hixj latterly oeen ottachiiv; increasing importance 

to the expansion of sraall-scole industry.   in view of it3 decisive role  in the 

creation <d   conditions favourable  •''or the develonment of medium  ind large-scale 

lì ¡a .is try. 

The contribution A   G mal l.-r,\ae industry tikes various forms:    preparation 

-f skilled an,] •;peci-ilio,ed   labour,   production of various articles and services for 

1 ..r^i,-s'- tie  industry    ,£eo;*raphi:'o.l distribution of industries  to ensure full utili- 

ziti m   ..1   tho  country's  (.auro  roroaroeo     wider  distribution  of  overall  national 

iiic ¡-no ,   oto, 

,'.        All   theoe  function.-.,   oai^o cans ;  onull-soale  industry + -<   serve    to  an  economic 

•nul i íplier.   ois"  determine   t ¿u   1 eat ureo  v/hich,   from  our point   of view,   provide the 

orient ifu   founded 1 01 for  •;   orooe*- definition for siaall-soale  industry and enable 

iv   t. • >  '.<o   liotinp-iieho'l i r \.i  tho handicraft--  mid cottage industries on the one hand 

.triol  fr. o;i medi um  and   ltr^e-coole   inJactry  on tho   -thor, 

J M a in/ (•:-• oit^ioo   -ooi. ' il  investment   10 considered the basic criterion for 

'ho  definition  "\f  cm-d l--oeab.;   inooriry.       dther countries,   however,   have adopted 

• \.f feront    -ri tono-   ouoi'i  o     0 iployaerit,   v, iu.ae  of   ..ules    eto.        Thio  disparity in 

t'u   01 toe     C  oritc; 1', :r;¿a   1.   diífifuH   '.•:   underfo'-o  •••  comparative  study of small- 

or ilo   industry  m   the Ar.-do   0 ¡untrioro. 

oi!:e   ill dove f.\Hn,f- ounaius,   the  Ó"",K ' it 10 ¡ID  have become aware  of  the 

i'4.'i. d'.tofi   <ï r'o.tll-30 -.lo  i rid ¡ -t^y   ¡nd oi   its role  in the process of  economic 

,-T-o'th without     n~wovor,   .-.'r.siderin,r;  tho  prob lorn of cmail-sca^e  industry   it the 

re a   :nl   level. ''or th •-.  ourpoooo  ..f  inaaotrial   Legislation,   each Arab  country 

uo-   ui'pted ite,  .oon ao'initi.o; ef a lall-so lLe  iadi~>try,   which differì  from that 

00   :io..l   oy  the   . ruero. his  a'-   rooulteu in uifferonce.;  oiid discrepancies which 

b i/a  .aide   it   ii;..oiiuoi     '      ..aider!  ao  noy   -.operative  ot.„dy   >r any plan for co- 

••-"diiia* Lun        The  s 1 ;.-   .. naa-try  -ay  oa  considered  a a .adi craft s  industry  in one 

"omti-y  .tiui  a s'jli-.i ' i.1  mdaotry  in   uiotiior 

r . lioooitc t¡ití i.:o,. î tace '.'Aie'; the ir\u <'ountriod attach tc :he development of 

.»nal L-<-<-•alo industry, o attempt '•-. co-ordinata effort« to that end has been con- 

fomplctud at   the regional  level.      Sa ill-scale industry continues to be regarded as 
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a local institution having its own problems which,  cui only bo discussed and dealt 

with internally.       The principle  of "localisation ci  small-scale  industry" should 

be replaced by the more  dynamic concept  of  "régionalisation of small-scale  indurirg- 

li.    The principio of "regionalize i m of s,ri-ll-se;..le  industry"  is   tho host  prir- 

ciple to adopt   if smail-sculo  industry is  to  have the necessary prerequisites  re- 

development,       '¡'he  need to   opnly   this  principio  als.   implies  the   neod to  arrive   il 

a common definition of small—oc .lo  industry that has the  ¿rime scope  and meaning 

for  ill the Arar  countries. 

12. Criterio, such   is  the   :oi"unt  of capital  investment    .nd  the munuor of ompL yeeo 

- which ore  currently  applied  in  tho  Arab  countries  for the  definition of s:u ill- 

scale  industry -  ore,   we  feel,   t oo  rudimentary.        i'hey  .ouKuild re  replaced  by more 

scientific  criterio,   s.,   os to   prom "it o  cc-ordinated complementarity  between the 

different   ¡.«ranches    >f  industry  at   both the   national   md  the regional   level. 

13. Within  tao  industrial  sector as  such,   small-scale   industry  fails between  the 

handicraft  industry   a,  the  ene h..aid and  lar^e  ana nedi.-ai-scalo  industry    n the 

other In our doy and a^e  it   i.-ould bo impossible  to  o   Ire tne problem e,'  under- 

development  with'ut   tUiOinjx ace mat     f the   importun'   r  le  of omali-sce.le  indue try 

and of  its  close ties    -ith other  colognes   a'  industry-        .nhc speoi.J features 

of each cater ry oí   industry ;.;. st  therefore  be  tckon ltit     consideration when 

defining the   l.asic  principles  for    oiLanced growth. 

14. In tne   -ase  oT  smal 1-sc. io   industry,   its opeeial  features and dynamic  role 

call for  tho   tdopti>>n of  definite  criteria as a bus i s  for a common  definition that, 

can bo  applied  in e ich  Ar¿-b  country-       Such   a definition wi;.l  facilitate  ou..ip.iru- 

tive studies   and help to  ach i ovo constructive industrial e o-crdi nation aimm^* all 

tho Ai ab countries» 

15. The definition we prooose T)r snall-sealo  industry is as follows: 

"A small-:calo  industry is an industriai establishment  in tho form of an 

independent  producer of articles  for local  consumati jn,    >r a producer (ancillary 

industry)  of  emm -dit ios  or services for  iar^e-scaio industry,  usiner machinery .as 

a moans of product un". 

16. Such a definition woula make   it possible  to  doline tho boundries between tho 

various categories  of  industry.       Indeed,  the torn "local consumption"  implies 
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that production is intended to moot internal demand,  whilo the term "ancillary 

...idustry" implies that the small-scale industry is technologically linked to  large- 

scale  industry, 

17-       The proposed definition of  small-scale  industry will m¿Jco it  possible to 

defino the  limits  of this  sector and the principios for its development  witnin the 

framework  ->f the Arab 0 >,am.. n I [ark e t.       The   last  part   of  thie document  is  therefore 

devoted to  an ano lys i 3 oí' the  provisions /''.verni, n,-; the arab Cunmon liarket  and the 

Market's effects   "»n the  industrie!   development  vi' e.-.ch Arab country. 

II.     INDUSTRIAL ACTTvTTY AND THE ATJQ Ci'MTON MARKET 

18,       The developing countries   ire fully convinced that  full utilization of thoir 

resources  can  ~>nly lie   achieved by moans  of  balanced industrialisation,        In order 

to  achieve  thai   -:i::i,   ! ha Arab  cosarios  are fi^ug a sustained effort  to  prepare 

the  plans  and studies  necessary for  the  development   of  tao  industrial sector. 

19 A study id'   the  economic  struct ara oi'  each  Arfo  country shows  that   the 

restricted  Ine il market   cnstitutos    :  consider fu Lo  obstacle  t •  the  achievement   of 

economic growth,       '!'•  r-vnedy thin  situation,   tiu.  dov.loping c-u-tries have applied 

virious  soluti au;  designed  either  t-,    increase  the  purchasing: power of consumers  or 
10  bring about  bilater il   T nuit 1 Lateral agreements  for  the  reduction or elimina- 

tion of  restrici i .¡is  on  livide  10 national  industri.: L  products. 

?0.       This  awareness  of   the  need t >  expand  the local market   in each of the Arab 

countries resulted  in tiu  establishment  of  the Arab Common Market  under resolution 

No. 17,   udouted by   the  Council   ,>f Arab Kc.aiomic Unity at   its  second  session on 

'•< October   L.Ki.j, 

ol.       The Arab Common "target  proposes to  attain the follov/ing objectives: 

(a) Freedom  of movement   fjr persons  and capital; 

(b) Freodo     of trade   m  local and foreign merchandise and producta; 

(c) Freedoa  0f residence,   w, rV   aid employment ; 

(d) Freedom   :>î  transport,   transit   and use of means of transport and 

civilian oorts. 
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22.      The beginning of 1965 was not  as the dato for the entry into forco of the 

provision governing the Arab  Gormen Marico t.   which arc aimed chiefly at  thu 

liberalization of trade  in Arob merchandise  and product G .   in the following elates: 

(a;    A 20 per cent   innubi reduction in custom  tariif.    ou vegetable aid 

animai  products and on natural res :>ureuL ori^iaoi n.* in an Arab 

country  that   is  a rao^bjr   ,f the   Ar:>  Common Jlurkei. ; 

(b) ïïxoraption fr,,:-,  cue;   :::.:•  diioy   ;n   the produM.j  crunoraooJ   in  list  A 

annexed to th,.  ntfrco.-r.ead   encomia-  the eneoura^Oüient   Y trade 

(liei   A c.-œr:3   the   prouuoto  entirely oueupt   Pron  customs  duty  .\a 01 

1 Jana ury  Idear 

(c) A  10 nor coni   annuii reduction in the  cuateras duty on industrial 

producta; 

(d) An increase in the  reduction of customs duty   ni the products 

enumerated in   lints   J and  C annexed to   the agreement  concerning 

the  encour^o,:ion+    >f  trido   (those  tw>   lied-  co/or the products 

subject   Lo   >   V te  .•'•".' ooi'  cent   reduction in  onrrto-nr.  duty  an of 

1 Janu try  IY'J'))', 

(o)    A It) per cent  annual reduction  in administrative  restrictions  with 

rccpoei   i )  industri   i  or>dueLoc 

23.       The resolution estad ii^hirr* the   Arab  Common Market   provides  for a number of 

transitional pr< --vi mono desi.med +     o ave the way fir the  liberaliz at ion of trade 

between the meteor  countries. 

24«       The main transitional orovioions  are  an follows: 

(a) From the oe^i:mi.t^ jf 1 it),. n,¡ new rustriotions or charges will bo 

imposed  with resooct   to trade  ey  mornb ->r countries..;-; 

(b) Ho   local  charcos   .m  imported Ar ú;  induoind  products may be higher 

than the  charges  impose •   "ai empara1, Le  d..,nw,:Mc  oroducts; 

(c) The duty and ehaivoas piy ab le ou industrial pr-ducto criminating in 

one of tho me d;or coun rico: will 00 roducou ;y 1' por cent a year, 

from the beginning d' 1)6,, so that r-^piota liberalization can be 

achieved by the  be.^xnii.^  . f  1971; 



m/wo. 17/17 
Page 3 

(d) Trade restrictions will bo reduced by 10 per cont a year, from the 

beginning of 3965„ so that imports can be free from all rostrictions 

by the beginning of 1971« 

in.   :;;:ALL--SOAL2 INDUSTRY AND THE AüAB COIîMûH 
?iAk.u37 

2';.       It  should be  noted that tain the   „njectivos  and the transitional provisions 

of the Arab Common ;iark.ci   .¡.pply t•.•     II  industrial  producto,   iv>  distinction being 

made  between the  predaci ?     f   ruai] -nu ie  ina. is try  und. th '.so  <<f   1 „rgc-scalc   industry. 

26.       '['h«..:  applicati ".i  of  transi ti.au.i   provisions  common  to   all  industrial   products, 

regardless   ";f  tl.c  category  of  imhu-ury    >r  its   ajeciui   features,   could   if feet   s.:kJ.l- 

30,ile  industry  tv-re   Mian   .my   -thei   oaieaoary.        In   f un  anal 1-soolo  industry  in 

reg irdod  as   the  weakest    ;ruup  and   thus  decervi ng •: L   protection  und encouragement 

in view vf the  imo  rtanoe  of  i'O?  economi e  ano   .001 .1 function. 

2/.       The   liberal i.a vti-.oi 00'"   trade   in  industrial produciti,   us  provided for by the 

Aril;  Common ..hrkot ,   could vreakeu   the  position cf  nao li-scale   industry in many 

comber  countries.,        1';, fuel     the  exporter of the    >roducts   n   small-scale   industry 

aill  he   the member  country that   to  o re p ire d to  produce on a  laiy;o-scale.,   30 that 

it   (-m   1> wer its   or '¡duct i ai costs  and thus  compete  uith  amuli-scilc  industry in 

neighbouring countries. 

2H„       These effects  will have a restrictive impact  on the development  of the indus- 

trial sector.       Since the different  categories of  industry complement one  another 

technologically,   the  weakening   at  small-scale  industry will have a direct   effect 

on the  other categories  of   industry,   for  the   following reasons: 

(a)     Small-scale  industry is,   in many cases   an ancillary  industry to   large- 

scale  industry 

(b;    The  induotrial  processing of many raw materials is  carried out  by small- 

scale   industry, 

29, The consequences of the liberalization of trade in industrial products 

between the member countries of the Arab Common .uur'uot will be apparent both 

nationally and   locally.       In fact   it  will no   longer bo possible  to  apply the 



ID/ WG. 17/17 

principio of territorial distribution of indusary,  or to croato conditions i'av ar- 

able to industrial dovelopmont;    underdevelopment will persist  in .-.several parts 

a particular territory and the many problems connected with thin heterogeneity vu : 

remain insoluble,, 

30. The now probloao v.dth which small-so ile  industry v.-ill be f -.cod aa  a result 

of  liberalization of trade between ¿nembor ccantnes  ein be avoided if some of  the 

provisions governing the Arao Oum.aon .'•L.r^et  are amended so  as to facilitato the 

achievement  of balanced growth, 

IV.      T^It.î.ï -2ni-IDATI'Ji;£  AHI CONCLUSIONS 

31. In view oí   the import ait  roJo  playeo, by s;.tal 1-scale  industry in the dove 1 pi- 

ment  and expansion of tho  industrial  sector in every  developing country,   ri"  pi a; 

for balanced growth can bo  Í arnu'-'ted witheul   payiri,; due  rop; ard !•>   the   principlcs 

and rules  necessary   i.o  oncour^o  and stimola1 a   s • i. 1-oee .'e   industry. 

32, Small-scolo  industry,   as  we  have  already  noted,   hai   its   -vn ohojactorüitio 

features.        Ilo  expansion  1.:  subject,   !. •  speci J.      ama 1 i oris  \ihi<u dioí\.r  i rem  I. ho.-.; o 

that   apply to   other cat opiles  -n   industry.       .ioo-rdin  J.y   it-   loh.mln  be  nefeH   t ho ¡ 

the  industri .1  dovei.opa.ar   ah i eh the   Irao  COLUTILO : I art. o1    usas   a    ochi r/e  >•;.<.] is   far 

a distinction  ootween  small-scale   • ao1   lirge-sa.lo   industry   J.nd  f. a   ••-  p L .n   01 

liberalize   t.r aie  ir: industriai  or*., ducts,   t '.aiag 10c-aa+    a    the  -noia   1   features 

of  each category of  industry. 

33, There   io  therefore  a  rio ed io  formulato  certain oomm  n principilo   that  cai 

bo  applied uniformly in   oil the  countries  that    ire members   of  the Arab  Common Maro 

These principles  should be as followo; 

(a) There  io  a need for .1  classification of  different  industrien,   with  a 

definition of sot--1 I-scale   ind  large-r-c .le industry; 

(b) The provisions  governing the  Ar do  Oomnon öUrKon   shoufi bo   amended t > 

t.uco account   of the  distinction between small-scale  .and   largo—RCUIU 

industry; 

(c) Only tho provisions concerning the  lioorij xz it,ion of trade   m tho pro- 

ducts of  large-scale industry should be  applied,   oucn application 

extending over the first  ten yearn  ci   the existence of the  Arab Common 

MarKot: 

'. 1' 



ID/WO. I7/I7 
Page  10 

(d)    Trade in the products of small-scale industry should bo regulated for 

the first ton years of the existence of the Arab Common Market,  by means 

of bilateral agreements. 

34.       We think that  it  would bo advisable for the  Passif iation of industries  in 

Arab countrxes to be based on a extinction botween small-seale and lar^e-scale 

industry,   m the  light  of the following definitici: 

(a)     definition of  z^li-n(    ;.-   j „^.„.-j „ ,. .L¿: 

¡rr.o.ll-scalo  indus" rv   i: r,y  is  an muustrial establishment  in the form of an inde- 

pendent  placar or artici,-,  f-r  j,)li:i]  c-nsumption,   or a producer of commodities 

or services  for lar^-so.le   industry,  usn, ra xhmory   *  a means of production." 

(b)     Dp.Tiniti.-n   >f   1 .r,?c-scj.le industry; 

Large-scale industry is  an  industri:! establishment in the form of a producer 

of articles   that  are functionally .ore conolex „nd intended for loeal consumption 
and export. 

35.       ¡teine convinced of the  necessity for developing small-scale industry xn each 

Arab country,   we Coposo that  the provisions governing xhe Arab Common Market  should 

be amended to  ta!;e  account   of  the   following peints: 

(a)     A distinction should bo .ado between small and large-scale industry on 

the  basis  of tho  definitions given  above, 

\o)       A    list    OÍ"    l-ir'V-0'"1   ^    i v-irlii" 1 -n-i •„,    •; , i_     « L    ladu' Lri0í; 1K oach '«--o country should be attached 
to   the provisions   U'   tno ,1IMU Common Harket.; 

(c) "he oreyisuMis  ui   f.he   Arab Coñuda n-rkot     ,Dlvlm-  , rl     •     , .í.iivcc   ..pplying exclusively to  the 
products of Krgo-sc...!,..  ¿„4ll!!,.ry shcM  ^  inilc^d ^^^ 

(d) Trade m tto productB  of mlHalj  induatpy ahould ba ^^ 

means of bilateral  agreements. 
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V.     C0NOLU3IOF 

36.       The Arab Conmon il,rkot  is,   in  i-tml foct,   the most «pert mi  oloaont in 

effactive   ^nd constructive co-oper-vtion   morv  ill oho Ar.ib countries.       Mu fool, 

however,   thot  ii we re.Uly wiah te   ottuiu the -.no  o et  1/  Mio  Arob Co..W.vn .Ur'cet, 

careful study :¡rist ',o ^iven i..-.-  it •.  erí'eots on tho  /aric, 1>? 30iU rg C;f the „^ì^Q 

economica of the .Iroo cjuntrieo. 

37»       '"he   une lysis cuti amed  in this  document is u contribution t,  the efforts 

that  ure bein- TI./IU lo   thieve  the : ; joutives f >r vai :h tho Au-ub Common ÏÎ orket u;u 

established. 

38.        Tho  .-ruànj import meo  ;;,"    .;u.x-oeilo  luduolr/  m  Hr. ;,r-> c,np    >f economic 

development  prompte ui  to  rtevv.to  rpooiol  ...tt,nU-n   -.  the  ere tuen    i   onJUimn 

that  are prcpili-.^  tj  itr  ex •• .nsi >n,        ;.;  thin und ro-iui.i  e-- ver-ti .».,   m th..: 

field of tracio  liberalization   uid  in  thu  ootooUroiaeuo    -i   industriell   z^s,   indus- 

trial bcniv.3  and si.;al/.r  in¡? tituti uir-,   io   oound  t:o  ¡v.vo  u poutivo  effect   ,ui the 

process  of  industri .1 développera   ond   .on tho   oehie^ouent   oi   ,jcono;„ie ^i,.vrth in tho 

member countries of the Arab Common liaruct. 



'.-/••.       ,:'*:•    '   :ï»Mf• •'•-•.«' •'-''•"•'   .  ";<''   ,   : '* . '  .   ¿'.'V*"'''   '""  ;''.''   \ : ':- '••   '' •'"•'• ' '*'•• «" '''•"*'' "' .  ""  '   :   Y*-   -î 




