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I, PRE-CONDITIONS FOR INDUSTRIALIZATION

Ae :The Market

After the end of the Second World War and, particularly, after the Country
gained complete independence in 1947, a great industrial awakening took place
leading to the establishment of a modern mechanized industry, One of the most
important factors that helped the growth of Syrian industry during the 1950s,
was the increased demand of domestic markets for various manufactured goods,
as a result of economic and social development. It is, therofore, possibic to
conclude thet the domestic market for manufoctured gonds in the 1960s helpud
cunditerably to support the establishmont of many new industries. The domestic
merizet still offors now in 1973 opportunitiss to' cllow for the estoblishmont of

¢ nnd modern industries,

In the developing countries, in generel, the size of the domestic mearket
plays a prominent role in the process of industrial development, Size is
usually determined by two variants: a) population, and b) the level of national
income per capita,

The first variant, i,e., population, is basically quite low in Syria; end
reached 3,638 million in 1953, 4,565 million in 1960 and 6,305 million in 197G,
the growth rate over the period 1953-70 being about 3.3% per annum,

The second variant, namely, the level of national income per capita, ia
€150 very low compared with levels of income in developed countries. The MNct
Domestic Product st market prices per capita was L,5. 658 in 1953, L.5, .1C
in 1796C and L,.S. 882 in 1970, i,e., in UBf: 172, 223 and 266 respevtively,

It is evident,thorefore, that the size of the domestic market was quite
1limited in the 195Cs and 19608, This, naturally, acted as a construint ~n the
ectablishment of new industries during ttat period, particularly, modern indus-
tries characterized by large scale production,

The small size of the domestic merket burdened newly established industries
with some difficulties, the main one being the need to attain a sufficiently
high degree of efficiency and productivity, so as to enable local industricu
to face competition of manufactured goods imported from industrialized countriec,



without buruening domestic consumerse. This, nevertheless, was not an undesir-
anle thing altogether, since it acted, indirectly, s an incentive to enire-
preneurs to bear in mind matters related to efficiency and productivity. In
many instas ces, however, newly established industries had to be provided by
some forn of protection, such as teriff protection, physical import controls

on manufactures and others,

B. Iransport

The transport and communication system was not sufficiently well developed
in the 1950s to permit new industries easy access to markets in all parts of
the Country, The rosd network was quite limited in lenoth and its specifice-
tions were poor, The railway system was not in a better position, since it was
cuastructed by the end of the last century and the beginning of the present one,
in two different gauges and no improve?nents were introduced into its specifi-
cations, The number of motor vehicles available in the 1950s waes alsa small,
thus offecting facilitation of transport services, This is evident from
figures given in Tebles 1, 2 and J.

Table 1. Length of road network in Syrie (1)

(xm)
Yvar  Asphalted Paved, non- Levelled Total Road length
roads asphaited roads per 1000 b€
_ roads : .
1e60 2496 1155 tee tee vos
1960 4170 660 2780 7610 an
1070 8096 150 2091 11687 £l
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Table 2, Length of railways in Syria (1)

(Km)
Year Ordinary Narrow Total Railway 1cn«;§th
gauge gauge per 1000 kme .
1950 543 301 844 a.,6
1960 543 301 €44 4,6
1970 732 301 1034 5.6

A .. i

Table 3, Number of motor vehicles in Syria (1)

L gy
Year Cars Buses Trucks Totel Population No. of vehicles
(millions) per 1500
1950 4234 1128 4265 9647 3,253 340
1260 16529 1411 106851 28791 4,565 Ged

1270 30324 1759 17303 49386 6,305 s

The weakness of such infrastructure acted as a constraint on industriale
izotion in the 1960s, despite the development it underwent which did not i« )
pacc with the increased demend for communication and transport facilitios o
sarvices,

Industries have not been able to develop a natiomn-wide distribution sycter
for their products because of the handicap caused by such poor infrastructur-:,
Trarsport difiiculties have doleyued the development of local rew materials ari
ctiention has been focused cn this since the mid 1960s when special transpart
facilities werc established to develop exploitation of important raw materials
like petroleum, rock salt and phosphate rock.,

Cs Power and Water

Sufficient supplies of electric power and weter were not entirely availatle
in the 195Cs and the 19608 for the. new industries established. Some enterprises,

§




particularly the lerger-sized ones, established their own cnurces of power

generation, The rest secured their power needs from the general network,

With regard to wator supply, some industries relied on muicipal water, othrrs
on underground water, while a smaller percentage relied on leke or river water,

when available, for cooling purposes end, in some instances, for process itself,

Unreliable supplies of electric power provided by the general network
_have, to a certein extent, acted es a constraint on industrialization because
of its inebility to meet demand, especially during peak hours .

In ordar to give en idea on the proportion of enterprises that have estab-
1ished their own sources of electric power, figures of power consumption byt
a) incdustries heving their own sources of power generation, and b) total
industrial sector, will be given from which it may be deduced that such pro-
portion was 64,0% in 1960 and 52,9% in 1970, es shown below:

Electric power consumed by Total electric power a/b
Yoar enterprises having their owr consumed by industry(1) !

sources of generation (1) (thousand KWh) o

(thousand Kwh)
(a) (b)
4960 135 911 209 562 O O
1970 270 452 511 367 < o)
AR — o

D, Industrial sites

Suitable industrial sites for new jndustries were in many instances avclle
eble in the 1950s, although it is noticed that in several cases industrics wcre

astablished in green areas,

This led to the spoiling of such areas with tho

subsequent result thet a limit had to be put into effect in this respect.

It was not until the late 1960s that planning of industrial areas wasc
started by the Ministry of Municipel and Rural Affairs, whioh is the compctent
hody in this field. Planning of such areas. which 1s carried out within the
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framework of masterplans for cities and towns, Llrveive the orowdisdon 8 e
cormon services and facilities like comstruction ¢ rads and sewage networs
und provision of water and power supplies, However, it should be pointor oo

thet no industrial estates have yet been develuped in the Country,

Es Local raw materials

Several new industries cstablished in the 1950s werce able tn find suitabio
locel raw materials, Examples of such industries arer cement, cotton textiles,
food canning, vegetable oils and hydror cnated oils, sugar (ectraction fror

sugar-beet) and baker's yeast,

The new sources of loral rew material: that were developed in the 19 (e
includet petroleum, marhle stone, clay raterials for the production of porce-
lain and pottery, send suiiable for us 1in the glass industry, phosphate rock,
rock salt and wood,

Industry in gereral w o frecely pe~ itted to import raw naterials that
were not available locally, There have becn instances wherco cuch imporootior
cncountered some difficult’ es,

Imported supplies, although reliu lc to a fairly goou r<tent, wore inter.
rupted from time to time due to import restrictions or short ge of foreion
exchanga,

Fe Human skills
Shortage of human skills affected nearly all sectors of industry in the
1950s and opvered all levals, namoly, skilled workers, sup wvisors (foremen),
accountants, engirsers and middle and scnior wanagemant, Such shortaege acted!
65 a constraint on industrielization i1n the 1950s and, in some cases, foreicn

technical persaonnel had to be employe-,

The shortage was not overcome in Lhe 1960s and supply of human skills
rcmained unable to satisfy the demand, This is svidont Prom the structural
corposition of employment in the publis dinrustrial secter, for example, in




1970, as shown below:

- engineers 0.51 %
- technicians 2.63 %
- skilled workers 23,19 %
- semi-skilled workers 34,63 %
- unskilled workers 27.92 %
~ administrative personnel 11,12 %
- Total 100,00 %
- total number of persons
employed: 28728
o a—

Ge. Available financing

_ Until the late 1950s, banks operating in Syria performed financing ecti-
vities for commerce and industry. Nevertheless, long-term financing on appro-
priete terms for the esteblishment of new industriel enterprises was not pro-
perly available in the 1950s, and industry was deprived of loans exceeding one
ycar, although the Public Debt Fund extended its assistance to a number of
industries and gave them credits for terms not exceeding ten years, This
assistence, however, did not produce the expected results due to the limited
rumber of beneficiary industries and the difficult procedure adopted by the

Fund in granting loans,

In order to meet the growing demand for imvestment fuids in the indus—
trial field, a specialized institution waes established, namely, the Industriel
ionk, by Law No, 31 of 1958, es a joint-stock company with a capital of
L3¢ 17,5 million, The Bank started its operations in February 1959, In
oy 193, it was nationalized by virtue of Legislative Decree No. 37,

Imports of machinery and equipment were freely permitted in toe 19802
el the *¥i0s,  Tmport permits and Yicenses for tructrial mactanoe ang
cedieee v se 1y referred by tee Meistry oF Economy and “oreign Trade
tay + o dntre of Iedustry to brww the views of the latter in conncotion
LAt ad weortations, Tn eccordance with irdustriol orvanization and control
rovolations,  Thore were instances, however, when snortage of foreign exchance

St Amperts of maskdnery ond equipment and caused delays in delivery,
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He Entrg_nreneurial initiative

The main sources of privete initiative in starting new manufacturing
enterprises in the 195Cs were the share-holding companies, the collective

companies as well as the single-owned enterprises, Entrepreneurs accumule'cof

sufficient capitals mainly from the economic activities performed durinc war
years, which enabled them to launch industrial projects, The group of pri-

vate entrepreneurs has steadily widened over the last 20 years and ownership
of private indusWy &8 present is not concentreted at all in the hands of o

few groups,




II. INDUSTRIALIZATION ACHIEVEMENTS IN THE PERIOD 1950-72

A, A braaf review

The 25 major new industriel projec<ts established in the 1950s, 1960s
end early 1970s which contributed to e broadening of the structure of the
{ndustrial sector are listed ir Table 4 which indicatess

- the year established

- the products produced

- the capital ipvested

~ the value of annual sales

- the approximate value of imported supplies
- level of tariff protecticn provided

The pattern of new industries established over the last 20 years did
not experience any switch from the consumer goods to intermediate and
cepital goods, This is evident from Table 4.

Despite the fact that a few industrial projects have been established
to produce some intermediate and capital goods such as the steel rolling
ri11, the nitrogen fertilizer rlent, che tractor production plant, the
{ etroleum refinery, portland cement factories and chipboard and plywood
plants, the pattern of Syrian manufacturing has not changed redically and
is still charecterized by being of the light type, producing mainly consumer
gnods as well as some intermediate goods directed chiefly to consumption,
Thus it is noticed that a large proportion of the intermediate goods pro-
duction consists of industries serving the construction and housin, industry,
namely, cement, alass, porcelain, stecl bars for reinforced concrete , and
~ paints,

Tatlc S shows the distribution of the industrial output in the menufac-
turing sector over the main branches of industrial activity in 1970, classi-
fir! according to the final purpose of production into three categoriest

a- Consumer goods industries

b- Basic intermediate industries
o~ Production goods industries

2
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Table 5, Distribition of industrial output in the manufacturing
sector ovar the main branches of industrial

activity, 197C (1)

{at current prices, thousand Syrian pounds)

A Consumer goods industries
1. Food manufactuiny, beverages and tobacco
industries

2, Textiles, wearing apparel and leather
industries

3, Wood and furniture industries

4, Paper, printing and publishing
industries

5, Metal products industries
6, Domestic and personal services
7. Mecellaneous industries

Total

B, Basic :i.ﬁu'nediate industries
4, Chemical industries and chemical products

2. Norematal products industries
Total

C. Production Ed“’ 3ndustrlas
1, Basic metal industries

Total

Grend total

Gross output Percentage

862 217

8% 321
87 947

20 472
132 114
& 725

5 431

1 983 827

230 714
106 615
339 329

20 405
20 405

2 343 561

!
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Figures shown in Table 5 raveal thet at the beginning of the 19775 G-
sumer goads industries rank first in relation to aross output, accountin:- f o
£4.0% of the total, The most important industries of this catenory are fo
manufacturing, beveragss and tobacco industries, and the textiles, weasin:
apparel and leather industries, which acccunt for 72 «Fh of the gross out;ut
of menufacturing and 85,7% of the total output of consumer goods industrics
Moreover, it should be pointed out that the main bulk of production of core
sumer goods industries goes ta local consumption and only limited amount .
are exported,

The contribution of the basic intermediate industries to gross output ir
very low, representing only about 14,5% while the lowest contribution comes
from the production goods industries, and more specifically, from the basic
metal industries which account for only 0.9% of the total,

It is evident from these figures that the Country is still in the rclsae.
tively first stages of industrialization, where the main proportion of indus—
trial production comes from the consumer goods industries which are basj cally
intended to serve the domestic market,

Resource-based industries, particularly those based on agriculture, have
played an important role in the industrialization process over the last
20 years, This is something natural due to the importance agriculture hos
in the national ecuiomy. The avallability of rew materials of agriculturs?
origin has acte1 as an effective promoter for the establishment of‘ new induc-
trial enterprises and the development of existing ones, It is mt surprisine,
therefore, to see that agricultural resource-based industries account for the
largest percentage of gross manufacturing output, as already shown in Tablc &,
The main local agricultura) materials that are industrielized include: fruts
ard veretables, sugar-beet, tobacco, grains, cotton fibre, cotton seed crd 'k,
This led to the establishment and development of food processing anc zanninr
plants, olive uil extraction Plants, e vegetable dehydrating plant, ferment: tin
plants for the production of dloohs), beverages, baker's yeast and cerbnn
dioxide, aucar factories, tobacco processing plants, flour mills, modern
bekeries and factories for Pastes and biscuits, cotton ginning plants, cntton
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toxtile mills, vegetable,oil and hydrogenated oil plants, dairy products

nlants, soap factories, stc,

Table 6 which shuws index number?s for the production of main ipdustrioes
based nn agricultural products, gives an insight into the development of cuch

industries over the period 1954-70,

Table 6, Index numbers for the production of resource=based
(agricultural) industries (N
(Base year 1950 = 100)

1954 1950 1962 1966 1070
—~z=footiTidus uries 76 1S 157 210 2
- Bevereges industries 79 207 246 219 sl
- Tabacco industry 93 93 128 130 158
- Textile industry (*) Jdoa 123 161 03 501,
BGeneral indax mumber 92 125 167 196 411
e B —a——

The most important mineral resource-based industries established over the
Tant 20 years include petroleum refining and cement pvoduction. This hos led
to providing the domestic market with the main bulk of petroleum products it
needs, as well aes supplying the construction and housing industry with thc
nrincipal row material needed, namely, cement,

As already mentioned, a large proportion of the domestic intermedict:
caods production consists of industries serving the constfuction and housinu
inlustry., The avaeilebility of the besic materials needed for constructisn and
housing has lod to a steady development of this industry, as shown in Toble 7,
shich gives the mumber of bullding permits granted and the floor areo inmvoived
durdiro the pordiod 19%63=71, '

(*] “oxtile dndustry covers: cotton, wool, silk and ertificial materialc,
ioth locally produced and imported.




Table 7. Building permits granted and floor arca involved (7)

Residentinl Non=residentinl Total _F‘]‘n.u‘r_.e_g:r"z;
'huﬂafms - nuIIEIngs USAZSTY Index
mrBer
Yicr Noe 0of  Floor arce No. of Floor rrea No. of Floor arca

}

per-its (thouscnd m2) permits (thousand n?) permits (thousanc )

1903 11 472 1312 7263 147 12 235 1459 s

125610 860 1240 552 13€ 1 A2 1376 0

1058 13 964 1893 658 194 14 619 2087 113

1071 10 742 1618 519 147 11 261 1905 135
M ——

Most of the new industries established over the last 20 years have core
centrated on supplying the domestic market, with the net result that th
- patterr of industry did not change over the said period,

Local industries have been able to supply the local demand for manu-
- factured goods (i.e. local production plus imports minus exports) to quite
a good extent, The proportion of lacal demand sotisfied by local industry for
e years 1953, 1960 and 1970 is as follows

1953 1960 07
- Gruss output, producer's value L8, m{TTTon
(at constant 1963 prices). (1) 795.5 142.1,7 201049
= Imports of manufactured goods (1) ~194,0 473,0 8510
- Total 989,5 1897,7 3194,,9
;= Exports of manufactured goods (1) 51.0 1070 71,0
g— Total demand of manufactured goods 938,58 1730.7 3123,9
i-— Proportion of lueal demand
i cotisfied by the domestic
¢ industry 04,9 % 79,6 % 84,7

- o

"+2, the degree of self-reliance achieved by the Coun:ry in the manufacturing
£ ctor wes B4, 9% 1n 1953, 79.,6% in 1950 and 84,7% in 1970,




The main industries which have been successful in exporting marnufactured
rnods are the textile industry and the food products industry. These two

industries normally eccount for the major part of the total export of manu-

fuctures, There are, however, other industries which contribute to a smaller
oxtont to the volume of export of manufactured goods, Among these, mention
may be made of the qlass industry, the mechanical and electrical equipment
snd components industry and the transport equipment industry. Nevertheless,
the proportion of national manufacturing output which 1s exported remeins very
1ow, i.e. about P, Thus, for example, in 1970 expurt of wmanufactured goods
arounted to LS. 71 million, i.e. about 3.1% of the gross industrial output
of the manufacturing sector, which wes estimated at LS, 2343,6 million, and
about 9,2% nf the total exports for the same year.

Table B gives figures related to the balence of international trade over
the period 1953-72, It 1s evident from these figures thet the proportion of
monufactured goods exported to the total amount of exports has been very low,
rancing from 13.7% in 1953 to 26.4% in 1960, 9,2% in 1970 and €,2% in 1972.

No industries have so far been established with cepacity designed to
supply a sub-regional market, So long as stxriot criteria of competitivenocss
with international costs are spplied, the small sizc of the domsstic market
15 1like'y to remain an obstacle to the development of some industries, par-
ticularl:- those producing intermediate end capital goods, Reglonal co=Oper-
ation in the field of industriel development could provide an gfficient tool
for overcoming such obstacle, besides offering the opportunity to broacen
the range of manufactured products which oan be efficiently produced locally
end to sccelerate industrial development by establishing new industries intendc
tn serve a sub-regional market,

Studies have been underway concerning industrial development at & ro-
~1onal or sub-regiunal level, whether in the context of the Arah Leegue of
Gtates whien, throuch the Industrial Development Centre for Arab States
(zLoA3), has carrded out stucies on the possibility of co-ordinating devel-
corerd of certain industries at o regional level, with priority being given




- -
(o 8'

3
5 & 8]

N suo a0y s3ax SBuRENy ~

9po0l pasmoB)mem JO syodw] -
ool peanjoujmeu JO S3800%3 -

(spunoy uetahg uorTTm)
(4) opus) TeuvtIewmeluUT 4o oouetog *g argey

S R I R e T %@%? o




N

1o petr oshemicals, lror and steel, fortilizers, rulr ond poper, tractors onu
aicuYtural dmpleroents, ane textileo, or ehdr the frarewort of the Fodors
Atior of Aret Bopoblic. (Gyrie, Ecypt ont Libye), Nevertheless, ne concrods
Copn b se far been taken towards the entablishment »f industria. ontere

rriLee vhich would serve such redional or sub=regiona? markets.

fi, Statisticel indicators of industrial development progresc

The contribution ~f the manufucturing cector to national ootput (Grose
ryrostic Products GDP) shoved a steady increase during the past 20 years,
Thi. contributica amounted to LS. 300,C million in 1950 und increased to
U o3, 5015 million in 15950 and LSe £L0,0 million i 1970, reaching L.3. 194044
340 in 1972, Despite this steady fncrmase, the percentage contribution of
the manufacturing sector to national output showed some fluctuations, thus
while amounting to 12,450 of the GOF ir 1957 and to 17455 in 1960, it do-
creased to 15, in 10 and reeched * WFdn 1972, These thuctuations In
(e porcentage contribution to the Cross Domestic Product vere due tn veri-
oticns in the actual contribution of ciher sectors, particularly agriculture,
Th abrnrmally low figure of 1,5, 612,71 mi1licn which represents the contri-
~ction of the egriculturel sector to GOP in 1900, voosted te percentacs
contribution of the menufacturing sector to GOP to 17,c% in thet year, &ac
shown in Table Y,

Table O gives the composition of Gross Domestic Praoduct at market prices
in 1053, 1960, 1970 and 1972 and shows the actual sharc as well as the per-
centere contribution of the major economic sectors to G0P, It is avident
fFrom this table that the most important economic sector is agriculture end
that fluctuations in the contribution of this sector to GOP are reflected in
114 contribution of other sectors, This reveals the need fur a radical
chence in the composition of Gross Domestic Product in favour of the manu~
¢ sturing industry,
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It is possible to estimate the rate of increasc of valuc added in the
manufacturing sector in the 1957s and 19LUS from figures of the Net Dorestic

Product, as shown in Table 10,

Table 10, Yot dnmestic product in the manufacturing scctor,
at market prices

(at comstant 1%3 prices, million Syrian pounds )

Growth rate —
Year 1953 1960 1970 1972 195360 TG0~ 7C g/ g
) - L2 L2 we
NDF 2609,2 479, 821,7 1047.3 745 5,5 12,0

—

Figqures given in Table 10 for the net domestic product in the marufacs
turing sector have been obtained Trom the Central Bureau of Statistics. They
reprosent the most reliable available cstimates in this respect. Fror theso
fioures, the growth rate was calculated ueing the compound growth methods
Aesults show that such rate was about 7,50 for the perdod 1900-c0, SNE N
during the 1960s end 12,% for the period 1970-72,

-
Estimation of the net domestic product was carried cut by the Central
wreau of Statistics making use of all available sources of relevant informee-
tinn such asg foreign trade statistics, results of industrial investigetionc,

praduction figures, power corisumption in manufacturing and others,

Available data on the proportion of manufacturino output accounted fur
"y industrial enterprises classified according to the number of persano
(aployed, cover only the years 1967 to 1970, and the following ranges of
mployment in enterprisess a) more then 10 persons, b) 59 persons, and
¢) 1-4 persons, as shown in Table 11,




Table 11. Gross manufacturing nutput according to number
of persons employed by enterprises (1)
(et current prices, million Syrian pounds)

iy of persons 1967 1968 19¢9 o 1970 —_.
eoployed % % _')C o
) more than 10 1114,6 67,1 1158.4 67,2 1408,1 70,0 1616,3 0.0
F) S -9 129.2 7,8 127,6 7.4 125,0 Had 153,2 Cad
c) 1-4 417.,6 25,1 436,7 25,4 478,0 23,8 574 .1 N
Total 1661.4 100.0 1722,7 100,0 2011,1 100.0  2343.0 170,10

Figures given in Table 11 reveal that the largest proportion of manufac.-
turing output i.e. 67-70% is aceounted for by enterprises employing more then
10 persons, The percentage contribution to grees manufacturing output ty
cnterprises employlng 1-4 persons comes next and amounts to about 24-2F"
frllowed by enterprises employihg 5-9 persons whose share ic about 5-C%.

Data representing the manufacturing output in 1970 produced in entor-
prises int a) the public sector b) the private sector and ¢) enterpriscs
with mixed ownership, show that the largest proportion of manufacturing
output comes from the public sector which accounts for 63,45%., The pro-
pirtion accounted for by the private sector is 35,51 while the contributicn
'f enterprises with mixed ownership is almost negligible, representinc only
104%, Relative figures and percentages are shown in Table 12, Such (nta
clearly indicate the leading rcle played by the sublic sector in the indus—
trial development of the Country which is in line with the economic policy
©f the Government,




Table 12. Distribution uof gross manufacturing output according
to ownership of enterprisus, 1970 (1)

(at current prices, thousand Syrian pounds )

Monufacturdng output percentage
a) public sector 1487 972 63.45
')  private sector 655 589 36491
c) mixed owaership 55 0. 04 )
Tetal 2 343 501 100,00

The contribution industry has made tc total employment in the economy,
hoth in numbere and in percentage terms, in 1961, 1969, 197C and 1971, is
ctuwn in Table 13, The percentage contribution of the manufacturiro sector
£+ total employment is relatively 1o« i.e, sbout 8=12% compared with thet of
. riculture which 1s, undoubtedly, the main contributing scctor, for it still
uses labour=intensive methods and accunts for a6-6F% of total employment,

F iuctuations in percentage contribution of the various economic sectors
are. due to the fact that figures given have beern obtailned from the results
of labour force sample surveys, with the exception ot v srresponding to
177 which were obtained from the results of the (unerel census of the [opu-
lation carried out in September 1970 and which can be regarded as more
reliable than the dete given for the other yeers,

Table 11 gives the distribution of the number of persons employed in
renufocturing in 1962, according to ~wnership of enterprises (public sector
et private sector), and the number of enterprises and total number of per-
cons employed for the following rrnae of employments

R UL o RPN At SRR s "1 ]
aver 1007 persons

h! v

b} 0 -~ Y95 persona

c) 100, ~ X)) person:
d) 10 - 9 pearsons
ﬁ':} 5 - J persens
f) 1~ A4 persons
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It is evident from figures given in Table 14 that the public sector
cceounts for all enterprises employing over 100 persons and which rumbor
~nit employ 36L16 persons, end for anly 7 enterprises enploying 10=~29 peroons,
Tne total number of enterprises in the public sector is 49 and total e toye
~nt In then reaches the figure of 37185, .e. 34,7% of the total employment
in manufocturing, The private sector, however, accounts for the majority of
rnterprises employing 10-99 persaons, which number 314 ocut of a total of a0,
wnil for all enterprises employing 5-9 and 1-4 persons, which number 2000 and
"LA7T consecutively, Total employment in the private sector numbers 50705

revsons, d.e¢ 65,3% of the total employment in manufacturing,




IIT, THE STRATEGY (F INDIGTHTALIZATION 1GL0=7C

A. Seioction of priority industries

The first attempt at planning the manufacturing sector in uyrin was
marde in the late 1950s, when the First Flve-Year Industric: Progroamme e’
formulated in 1956, Before then, industrial ectivity wios wainly the concern

"~

n{ privete entrepreneurship,

It was only et the beginning of the 1900s that the Country witnessoo
the formulation of the Firat Five=Yeoar Flan for economic ano social develop-
went covering the period 19G0/61 - 1904/65 with the participation ot both
the public nnd the private sectors, This marks the starting of a new era

af development planning at the national level,

The First Five-Year Plan wes followed by the Second Five-Year Plan
19670 and this, in turn, by the Third Five-Year Plan 1971-75, which is the

one enacted at present,

With regard to the broad quantitative targets formulated by the Govrrm-
ment for the development of the manufacturing sector in the development
plans during the period 1950=72, end In view of the fort that the First
Fivo-Year Plan 1960/61 - 1964/65 represents thef first conurete step toverds
development planning, it will be difficult to give any information or dota
pertaining to the 1950s,

The broad targets formulated in the First Five-Year Plan dealt with the
following (3):

8) Increase the national income in the industrial sector by b.5. 1€

million i,e, from L.5, 275 ~illion in the base yeer to (.S, 425 million

in the fifth yeer,

b) Increase in the manufacturing output in a number of industries ty
paercentages varying from one industry to another,

c) Increese in the level of investment by L,S, 544 million distributed




as follows: L,3, 394 million in the public sector and L,5, 14 ri T ion

in the private sector,

These targets were not achieved as originally emvisaged in the Plen
despite the fact that neticnel income increese by LS. 220 million,

Lel's
rxceeding the planned figure by L.,5, 70 million, However, the structur:s)
composition of the existing industry did not cha'ge radically and the ire
crease in manufacturing output wes confined mainIy to exdscing establish-
ments, 1.e. it resulted from improvement in prod tivity on the one heind,
and from enlargement and better utilization of production capacities or the

ather hand,

In connection with actual irnvestments, it must be pointed out thot
tecause of the lack of studies on the industrial projects covered by the
Flan, and due to difficulties in concluding contracts and in executin-
rost of the new projects, annual development budgets used to include rro-
jects not listed in the Plan, Moreover, they did not allocate any sums to
some of the Plan projects, Development budget allocations over the fivemyear
period of the Plan reached L,5, 489 million, compared with the planned figure
of L.S. 394 million, Actual investments in the public sector were in the
renge of L8, 316 million, i,e, about BO% of the planned figure, but only
ebout 657 of the total allocations in the annual development budgets,

Actual investments in the private sector were much lower than the
planned figure, due to reluctence of the private sector in execwting many of
the projects listed in the Plan, Projects implemented in this sector durinc
the Plan years ropresent an imvestment of L,S, 86 million, i.,e, 57 of the
+lanned figurc, However, industrial licenses granted to the private secctor
for the esta lishment of new industrial énterprises or the enlargement of
txisting ones during the scme perind amounted to L.S, 262 million,

The general targets of the Second Five-Year Plan 1966=1970, were defined,
. the one hand, in the light of the outcome of analytical studies which
thoved cases of disequilibrium and structural disorder, frum which the




Syrian economy suffers, and, on the other hand, in the light of the oim to
build an economic foundaticn which would support the socialist structure in
the Country and meke material and cultural requirements available to all

citizeno,

In quantitative terms, the targets of the Plan in the industrial sector
were defined as follows (4):

a) Contribution of industry (i,e, mining and petroleum, manufacturing,
and electricity, ges and woter) to the increasc in national income =
which was estimated at L,5., 1535 million - should reach 30.,6% i.e.
LS. 470 million,

b) Production of a number of new manufactured goods and increase in

the manufacturing output in e number of industries,

¢) Increase in the level of investment by L.S. 1010.5 million which
reprasent 20,4% of the total investments of the Plan, distributed
as follows: L.S. 960,5 million in the public sector and LS. oo
million in the private sector,

The targets of the Second Five Year Plen were rot actieved as originally
foreseen in it. Thus in connection with national income, the net donestic
product at market prices (at constant 1963 prices) showed the followinc

developmant,
AN AT -
— NOP (million Syrian pounds)
1965 1966 1967 1968 1069 1970
(bese yeer)
——amas
- Mining and petroleum 2.9 1.8 2.8 32.E £0,0 120 0
- Manufacturing 615.2 610,5 671,44 6B1,9 74,7 21,7
- Electricity, gas & water 47,4 39,4 28,8 39,8 67,0 G147
L P
Total industry (1) 665,5 659,27 703,0 754,2 919,7 1023,Y

e e "

i.,c., the Lncrease over the five-year periocd of the Plan amounted to
L.5. 358,¢ million which represents 76,4% of the planned figure.




Realization of production targets differed wico lv from one preo i
another depending on the extent of implementation of the prodects theeo: fu
In many cases, however, execution of new projects ¢i! mot koep poce witt

original plans and, therefore, production taraets could not be met,

The increase in the level of incestment in the public scotor wae
realized to the extent of 81% of the planned target during the period
1006=70,  In the private sector, however, actual investments in indcatry
reached LSy 40 million, i,e, 8% of the planned figure while indu.trial
licenscs granted to the public sector for the ostabliskment of new il -
triel enterprises or the enlargement of existing ones “iring  thie Sccond

Fivo~Year Plan period, amounted to L,S5, 50 million,

The Third Five=Year Plan 1971-1975, aims ot completing the buildine
of the industrial base by the development and modernizetion of odsting
industries and the establishment of industries which would enable the

Country to exploit its netural ane ericulturel resources,

The broad targets of the Plan in the industrial scctor are as Fnl]nwﬁ(h):

a) wncreese in the net domestic product et tiv rate of 15,0% por £nnun
for the industrial sector and 8,2% per annum for all sectors of the
AR

economy,

b) Increase the production of a number of manufactured goods, by
.raising production capacities through the establishment of new
industrial projects and modernization of existing industries,

c) Increase in the level of industriaml investment by LS, ?2330,8 millinn
which represent 29,2 % of the total investments emisagod by the
Plan, distributed as followsi




- ——— L P
Futlic sertor Pyt ynte asctnr Tt
- »
- Manufacturine 117205,0 T, RN
~ Fuel unt! powoer 1. - LERRIE
Wl AN A G AR i A e 2
Total industry Vi L FIE N

B - e o i S e e gk e e S S

Although it is diffieult ot present to aotimete the axtent to which the
toraets of the Third Five=Yenr Plan have been met, it is pussible to give
the nrowth rote of the net donestic product for the two-year period 1970-72,
This rate reached 12 ,0% per annum for all sectors of the economy and 13, 1%

cor annum for the industrial sector,

The first Five-Year Plan did not indicate clear-cut p.inrities for the
dovelopment of new industries, The manufacturing sector inciuded o list of
rrojrets the vast majority of which eimed at supplying the domestic merket
with import=substitution products,

The Second Five=Year Plan like the First, did not reveal any prioritics
in connection with industrial projects listed in it, In the manufacturina
fi.71, projects aimed at the utilizetion of local rotor-al regsources, cori-
cultural and mineral, or at the production of import-sunstitution monuface
tured qoods and their diversificetion, with the possibility »f oxportation
io many instences,

The: Third Five-Year Plan, however, classified investments intoc throco

c tenories, two of whieh enjoy first priority and represent investments

rtuglly embodied by the Plan, These investment allocations are assignec tos

a) Projocts the implementation of which is underway

=) ey Crvajonment prajents

Tt tedes mbescry represents & grous of recorve projects for which invest-

]
rients ere only aoblicoted, Dub o allocotions are actuelly assigoed,  Mover-
ttoloos, 1t de possdlle o transfer reserve projects to the ¢roup of now r

M s h e




ety wnd thus twoome First priority ones, by a dircree of the Frire,

totory, Chedrrman of the Supreme Flanning Council,
y ng

I foreulating the new projects of the manutacturing sector in the

Thaird Plan, it was taken into account to select those pmjects necesuary fors

n) Improverment in operating projects actually estoblished or under

axecution,
b) Prop.r axploitation of available natural resources,
) Meeting the increased 1oca! demand for some manufactured aoods,
d) Development of production methods and modern techniques .
e) Increasing the volume of exports,
f) Satisfying some strategic neevs.

New industries established in the 1950s did not follow any plens since
thore woere no development plens in that decade, nor they followed any prie
ritdes nutlined by the Government, Initiative in establishing new indus-

tries was lef't entirel y te private entreprensursts S

In the firct ralf of the 1960s, the majority of new industries estaie
liched were not in accordance with those 1isted in the Fiist Five-Year
Fizn, whether in the public sector or the orivate sector, Najor exception
«tre the nitrogen fertilizer project (public sector), the execution of
which was started during the First Plan, and the tobacco industrialization
‘roject (public sector),

In the second half of the 1960s new industries established or in trein
of cctablishment in the public sector, were well in agreement with thoso nute
“ined in Second Five-Year Plan,

Private initiative, although it identified and established new indur-
\r215 which were not included in the Flrst Plan 1960/61 - 1964/65, won
reluctant in fulfilling its share in the irvestment programme of the Plon

“n manufacturing, to which L,S, 150 mi1lion were allocated, Actuel invrite-
nents reached only ahout L,S. 86 million, i.e. 57 of the planncd firur .,




The Second Five-Year Plan gave private initiative a considerable deqree
of elasticity, since it astimated plamned investments in it at & lump sum of
L.Ge 50million, without 1listing any specific projects, thus giving entrcprow
neurs the freedom to identify end esteblish industrial projects within thc

frameworv. of the neneral policy of the States

Evaluation of national benefits and costs devieed from the implementation
of development plans, in general, and major industrial projects, in parti-
cular, is exclusively the task of the State Planning Organization.

The Ministry of Industry and the organizations linked to it are rese
ponsible for evaluating the commeroial viability of major new industrial
projects, their dependence on tariff protection and their potential for
achieving lowaer costs at a later date,

B. mlmtation of industrial Eg]ects

There was no Government policy in the 1950s to indicate clearly which
projects in the manufacturing field would he implemented in the public
sector, in the private sector and by foreign irvestors. As mentioned
earlier, identification of irvestment opportunities and promotion of
industrial projects was left to the initiative of entrepreneurs.

It was only in the early 1960s that such indication was made for the
first time in the First Five-Year Plan 1960/61 - 1964/65, which assigner
some projects to the public sector and left the rest to the private sector.

The Gecond Plan 1966=1970, ‘hovover, differed from the First in that
a1l industrial projects specifically listed in it were to be implemented
by the public sector. The imvestments of the private sector in the Second
Flan were not eermarked for determined projects,

The turning point between the First and the Second Five-Year Plans was
sormething ctvlous, in view of the fact that the latter Plan came after
irportant steps biwve been teken in the economic field towards the esteab-

1urront of the soclalist system in the Country., In the industrial field,




in perticular, the most important industrial enterprises were nationa i

in early 1965, From then onwards, the policy of the Government hao toon ¢

strengthen the public sector and let it lead national nconomic develonmont,

The Third Five=Year Plan 1971-1975, resembles the Socond in thed indne -

trial projects listed in it were all in the public scctor, No specifis R eI

jects were determined for the privete sector,

The Government!s policy is basically elaborated in the development plon
itself, The clearest example of this may be found in the present Third Fivem
Year Plan which contains the following:

a) General and sectoral objectives.
b) Investment programne.

c) Financial revenues aveilable for development.

R e

d) Policies and measures to be follawed for successful implementation
of the Plan,

e R

This, however, does not prevent the issue of special statements which my
touch upon industrial development policies, such as the Cabinet statemcnt
made by the Prime Minister before the People's Assembly, for example.

Changes in policy were not, in general, freguently made, The Suprem
Planning Council is the competent body respcnsible for this, The devclor-
ment plan is annually reviewed by the Council and, in the light of frlloyeyp
studies and reports, sdjustments may be introduced in order to removc
difficulties that may be hampering implementation,

The main thrust of industriealization in the 1950s came from loce!
initiative of the private sector, while in the 19608 and early 19/0s it
cume from Government's initiative in establishing new enterprises,

C. Pmmct:l_;m aw of manufactured goads

Viith a view to promote exports of menufactured goods, and although thc
temporary importation procedurc has been in force since 1935, when the




Custom: iaw was lssued, new ~asures ware introduced by the Government in

the 1960s in order to aqive oxport promot 1on the impetus it desorves. 1hese
mensures include import duty rebites and ey emption from certain toxed,
according t- Leogisletive becree tio, 07 of 1967, the two basic pointo of

which aret

a) Rebate of eustoms guties end fiscel and municipal duties leviod on
importer! materials used in the manufacture of 1local goods when such

goods arc exported,

b) Exemption of lorally manufactured products or materials used in
their manufacture, from the agricultural production tax and fiscal
and municipael dutles and taxes, or their total or partial rebate on
axport,

Implementation of these measures encountercd a number of difficulties
which had an adverse effect on thelr success in promoting exports, Some of
the main difficulties that affect prometion of exports of manufactured qnods
ares

1, Complexity of procedures and routine formalities related to imple=

mentation of the above mentioned MoasSuUroes e

2, Prices of locally manufactured products exceed in many instunces
world—market prices, due to domestic high production costs.

3, Lack of suitable control methods necessary to ensure conforrity of
exported goods with internationally acceptable standards of ruulitye

4, Wesk co-operation end co-ordination between the industrisl sector
and foreign trede institutions,

5, Lack of sufficlent advertising for local mamfactgra abroad.

In the early 1970s two further steps were taken to promote axports of
marufactures, These arei

1) Esteblishment of the Fund for Development of Exports of Syrinn Incus

trial Products, by virtue of Legislative Decree No. 147 of 1977, to
replace the former Fund for the Promotion of the Cotton Textile




Industry, established by Law No, 196 of 1956. The tasks ascodancd tn

the newly established Fund may be summardzed as follows:

a) Planning the policy of export promotion of Syrian manufactured pro-
ducts and formulating the basis on which such planning shauld b

founded,
Carry out marketing studies for Syrian products,

Grant materiel subsidies to exports,

Extend consulting, technical or laboratory services to official
institutions and agencies and to private sector against monetary
fees,

e) Collect information on foreign markets.,
) Propose the participation in international fairs,

The Fund 1s still in the foundation stage and its activity is so far
restricted to the promotion of the cotton textile industry, in which ficld
it has been quite successful ¢

11) Establishment of the General Organization of Free Zones, by Legis—
lative Decree No, 18 of 1971, Such zones are considered, in prin-
ciple, to be outside the customs area. Industries, particularly
axport-criented ones, may be established in the free zones on pro-
Planned industrial sites and thus avoid the complicated procedurcs
involved at oustoms and in claiming rebate of duties and taxes,

This Orgenization ic also in the foundation stage. Nevertheless, froc
zones so far established have shown encouraging signs of success in promoting
the astablistrert of new export-oricatod industries 1n then,

De Pmtig ﬂlomt
One of the ourrent measures of encouraging industrial development con—
sists in imposing low tariff rates on industrial machinery and equipment, i,e,
i T of the velue, when imported into the Country., In many instances, import




af industrial machinery and equipment may be oxempted from custome dutics,
according to Legislative Decree No, 103 of 1952 which grants some exemptions
and privileges to industrial pstablishments,

However, rclative costs of labour and capital had, usually, no bcarinc
on the choice of processes of production, whether labour-intensive or
capitul=intensive, The Government did r~t take any special steps to promotc

employment in this or other ways.

E., Location of industries in new centres and rural areas

Until the latec 1950s industrial development used to be concentrated in
the two main industrial poles in the Country namely, Demascus and Aleppo,
The 1960s witnessed increased attention being focused by the Government to
dovelop greater decentralization of the jocation of new industrial projccts,
particularly those pertaining to the putlic sector, In lnocating new pro-
jocts, techno-sconomic factors werc no longer the sole ones governing thc
final decision to be takan. Social considerations began to play an impor-
tunt role too, Thus new industriel noles boecame established, viz., in
Homs and Hama, Morsover, it is expcrted to see more industrial poles beino
ostohlished in the 1970s, most probably in Lattakia, Tartous and Deir-ez=Zor,

No special measures were adopted to proumote {ndustrialization in rurel
areas, although there have been instances where new industriucl projecte ucre
located in such ereas, with a view to improve their conditions by ensuring
suitable and permanent markets for their agricultural production which ic
absorbed for industrialization by the manufacturing plants established, ce
well as for social and employment reasons. Examples of such industri-l
public sector projects ares vegetable dehydretion, grapes industrinlizcticon
and food canning projects.

Fe Develngw of manufacturing technology

No measures were taken by the Government in the 19608 to facilitate the
acquisition of foreign technical collaboration nor to regulate the type of




toennology ehosen and tne fees palces UP to tne porocort ©ooc. trer
AL measurss or regulations and industrind encorpris e oar free too oo ou
Lilateral agreements or contracts with Yoroign firme For the agoiois o, oF

technical co-operation and knowehow, an termc negotisted oy Dote o rtd

Collaboration with foreign sources of technical know=how is ip o o
instances somewhat limited so that local enterprises have not alwoye b o
nccess to the more recent improvements developed in the industrializo
countries, 8uch a problem arises from the limited terms of the oricing)
teechnical collaboration agreement, It is, therefore, important ir thic roce
peet that relevant measures and regulations be taken which would enabic the
Government to examine carefully the terms of collaboration agreemont. for
these and other matters which may be in te national interest, thus ~voidinc
such agreements on the transfer of tec!waology which restrict the devolopuent
of export sales or which force the lonil enterprise to rely extensively in

imported supplies and components or o continuing basis,
In ordar to promcte a growing national capabilit, bt
a) rdept or improve manufacturing processes anu pruouct design,
b) design and engineer new manufacturing plants.

e) erect and commission new plants

twc organizetions were established, namelys

1) The General Orgenization for Engineering Stidies and Desicn.,
by Legislative Decree No, 255 of 1969,

i1) The General Organization for Executing Industrial Projocts, by
Legislative Decrec No, 139 of 1966,

The first organization undertakes the tasks referred tu under a) and L) (v,
wvhile the second one undertakes mainly the tasks referred to under c).




Ge Trﬂdgﬂ local labour and management

The Govermment did not take any measurcs to influende industricl ontore
prices to tyain 4ndigenous labour, tochniciuns and managerss Initiative in

this respect is left to industrial cstablishments. Howover, some larde
industrial public sector entarpricscs run by themselves or in co=operation
with Government training centres or institutions, special treining courses
for workars, techniclans and managements Nevertheless, such training in
general remains the responsibility of the Government which runa vocationcl
training centres, intermediate cnecialized technical ipetitutes, manegement
development and other institutions,
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Ve INDUSTRIAL PCL/lC,'[') AND MEAGIHED 1950 <70

In order tou ensurc that industrial projects establinhed in the
N .
wortor ware tochnically end commarciolly sound, the prvcedure adoptedd fy the

cabe A

fuvernment consiste in entrusting to specicolly composed working group. t
~rry nut deteiled techno-cconomic studios of the projects before colorb ine
on thedr implementation, even when such projects arc included in developrnent
nlrnse  The rolevant books of tenders are then prepared contondlning the aeneral,

tochnieal and special conditions by which would=be suppliers and contr ctor

(34

should abide, Tenderers are then invited to submit their ffers within ) TR
diterminea dates, Offers received are studied and annlysed so as t chonso
the one embodyling the best and most corveniunt technicel and financiel corm
itinns, Once the choice has beern mode o contract is signed, thus the prejeet
Fo eommissioned and implementation started,

A step which should run side by side with the above mentioned procodure
consists in sccuring the nucessary trained lstour and skiile oo well /o tochs
f}icr..l personnel ncedod for the projects,  Unfortunote ly, there wore inctences
fymn this was not so, thus creating bottlenecks t ot delayed or hamporod proper
i:m.i cconomic opeoration of implemented proiects,

Legislative Decree No., 8 of 1971 which contains the Third Five-Yoor Plan
9"‘71 1975 for cconomic and social developmenty explicitly refers to the £t
Cmt' "Exceuting organizetions should complete all detailed economic, toche
mc 1 and social studies of new projects and implementation will be ¢ 11:wed
anly ofter complction of such studies®, This is considered as a safr 'ty

ﬁv‘\u to prevent recurrence of previous mistokes or shoptc ombnas by exoouting
6 rncies,

: Tariffs,i,e. customs duties, wore first imposed in order to sccur:.
&nmcinl rovenues, and cconomic considerations had no great offect in
&noaing them, After independence, the tariff policy began to have an
é‘mmic bearing and was thus directed to protect the newly emerging locol
*duatry from competition of imported goods, Neverthcless, such protoctionn
B not based on goneral and definmite foundations but was linked with indie

#1071 infitiatives end was, to a gront extent, affected by circumstan s o
i nS by experience,

s o AT




However, since the Aevolution of © March 1963 and the onset of the sncial
trensformation process which relies on pconomic development and economic quid-
ance for increasing nnd strongthening the productive power of the Nation, cco-
nomie ¢nd social considerotions beqan to occupy first place among the prin—
ciplcs ndopted in formulating customs duty rates, and the financinl objective

of eustoms duties was thus shifted to rank in a subscquent pleces
Thus the tariff structure is based on the following principless
n) Promotion and dovelopment of national industry.
b) Promotion and develnpment of agriculture.

c) Yo direct imports to capital and productive goods and 1imit imports

of luxury goods,
d) To raise the level of culture, arts and sports,

e) To avoid burdening the consumer with high customs duty retes on

basic consumer goods.

f) To teke into account the geographical position of the Country with
no natural limits or barriers with neighbouring countries,

The first of the principleos just mentioned, namely, promotion and dee
velopment of national industry, has been put into effuct in connection with
tariff structure end formulation of tariff rates byt

4) Imposing low tariff rates on raw materials essential to industry as
well es on industrial mechinery and equipment, The tariff reotes
teble thus includes low rotes, 1,0. 1% of the value for machinery
and oquipment necded for industrial establishments, This si a very
low rete, indeed, compared with those imposed on machinery and
cquipment of noneindustrial cheracter, in which cose the tariff rete
m1y be as Mgh as 100% of the valuc, Tho same opplies to raw mate=
rials nooded by industry. Thesc may either cnjoy tariff oxemption
or be subjoct to low rates not oxceeding 1% of the value in most

instencos,
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11) Imposing reosonable teriff rates on semi-monufoctured noteriale,

depending on their extent of menufncture,

iii) Imposing high tariff rates on imported qoods when similor or equi-
valent goods are produced leccally, in order to help local industry
to develop and consolidetc itself and face foroeiun competition, The
cost of locally produced gonds {s taken inte considorntion when
determining tariff rotes, These rotes range, generally, between
25 and 7% end may, at times, be as high as 10(F, This linit which
41s in foct the upper 1imit of tariff rates, is opplied only in fow

special ceses, and the Government is not prepared to go beyond it

when protecting e new industry.

iv) Exempting locelly made industrial products, in general, from duties
when exported,

Tariff protoction normally uses the nominal or basic rote as the main
criterion. The offective rate is taken into coinsideration when determining

the nominal rate,

Basides thc nominal retes stipulated in the fable of Customs Dutles,
additional duties cre also levied.

Customs duties ere, in most instonces, based on the value of the gonds
1,0, these ore relative duties, There are, however, certain goods which are
subject to rates based ong

n) weights as in the cesc of cotton textiles.
b) volumes as in the case of beer,

¢) surface aront as in the casc of carpets.
These are specific autles.

Some goods are subject to relative dutios and specific duties simulte-
noously, and only one of the two, whichever the higher, is the one levied,
Only in the case of pessenger cars both duties have to be pald togethear,

The Syrien Toriff or Customs Duties Table is based on the United Toriff
Teble of the Areb League of States which has been adopted by most Arch
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countries and is, in fact, Loseu 5 Yhe Opusseis | Ariftd Trble.

The following are cxomplos of costons duty ot copddoabde e

industrinl and consumer (oot

Cuctoms duty Type: of aoods
1‘}/0 - Industri-l mochlinory and Qquiament.

- Agricultursi machinery like rotors, pumps, trootoro,
harvesters, otc.

- Rew metericls, like toanrina ard dysing motericolo, ©w
hides, rayon fibroe, raw wool, minercls, nils uoed In

soap manufacture, iprustrizl chemiculs, cbC.

Motericls used in agriculturc, iike fartilizero,

1

9'/) - Scientific, tonhrdcal rpd precision apporatus .
150 - Comsumer guods like papar, preoorod Food products

fuels, some mits l-mAace onds, (TG

25 o« 3% - Textiles,
5% - Wearing cpperol,
75 - 100k « Alcoholic boverngus, refrigerstors, aoshiing moohines,

butngas ovens, chandeliers, etc,

Yarif® levelc have ncither beon subsequently reduced to promoto
grecter officiency, nor raised to nccommodate inefficiency. In gomr
instances, however, toriff rates have been oltered to provide protection

for newly estoblished indstries,

Protection of local manufecturing onterprises is also providod in sono
sases by physical import cantrols, namely by prohibiting importoticn or hy
sugpending or restricting it,. Pronibitior or suspension of importation 1o
used to proteet new industrial enterprises, the production of which ic .7
roasoncbly good quality compared with similar imported goods, and sctisfy

in quantity the demend of local consumption, Ir cose quontity of production

41es not meet the demand of domestic morkets, the protecticn measurc edoptod
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sy be te inercase customs duty v ¢ oo o similor Dot L
critorion token into eonsdderctiorn wheny doeirtine pr nhidvdon o1 su
LF importotion, is the cost of loc1ly rroduced noods compr rod with 1% o ot

f similor imported ones,

Despite the low terdff rotes imposed on industriol scchinery oo
ment, nd raw meterinls necded Ly industry, ~nd in order to provide Inroose
tives for investrnont in the manuf acturing sector and to reduce the ~over
impact the tardff ciructure mey have nn the operation of new industric,
import duty concessions are provider for imports of machinery and cauiprent
~nd component parts occording to Leqgisletive Decrue No, 100 of 1952, wnich
exempts such items from customs duties when dostined for crocticn of now
industricl projects or sxpansion of existing enterprises, in both the pubiic
~nd the private sectors, Modernizatinn schemes do not gqualify for thesco
axemptions, Such concessions did not have the effect of discouraging the
dovelopment ot local industriecs aupplying these products,

Toxos levied on the operotion of industiel enterprises includc,
according to existing fiscol legislation, income tax on provits and rocl
state teax, Rclief from temation ic offered to new industries in the form of
investment incentives, according to Legislotive Decree No. 103 of 1000 which
oronts industriel enterprises some exemptions and privilcges, New industrin?
ustublishments and axpaneion schemes, in both the public nnd the priv:to
scctors, quolify for thess incentives, while modernizatinn schemes du not.
These tax exemptions moy be summarized os followst

a) Exemption for six years from the real estate tax fori
1) new construction of fectory buildings, administrative buildings

anc ivuslog For warkers und enployees, annuxed to the paant,

11) industrial machinery and cquipment forming part of the new
conatructions,

b) Exemption from the income tax on all reserve funds ellocated for
expansion provided thats
1) the amounts should not exceed ten per cent of annual profits.




14) such reserves should be jpvested in further expansion of the

industrial establishment within a period of two years.

¢} Exemption from the " ometty! tax for a cerdod of six years from the

beginning of nperation of the establishment,

d) Exemption from the income tax for @ perdnd of threw years fron the
beginning of operation of the establishment,

The "temettu" tax referred to above was aboliched by Legislative Decrce

No. 326 of 1969 and replaccd by an increase in the rates of income taxs

Incentive measures other than those indicated in previous paragrophs
cover the provision of land on favourable torms and facilities concerning
pover supply., According to Legislative Decree No. 103 of 1952, any entre-
preneur who wants to eastablish an industrial enterprise is granted thc
right to lease State domain land within a limit of 25,000 square metors,
with a further right to purchase the land from the State, The beneficiary
is not allowed, however, to scll the land or use it Por non=industrial

PLINOSOB o

In connection with power suppiy fucilities, industriel establishments
are provided with three-tariff power meters to cneble them to bencfit fron
the reduced night-tariff, and minindze consumption during peak hourc. In
addition, industrial enterprises requiring power in excess of ten kilowntts
are provided with special transformirg stations assigned to them. Moreover,
jndustrial establishments are granted o reduction in the lighting teriff,
which depends on the amount of consumption.

Incentives offered have, no doubt, been quite sucessful in promoting
jrwestments in the industriel sector and, although it is difficult to eoxpress
such success quantitatively, reference may be made to the fact that the nct
domostic product at merket prices (at constant 1903 prices) in the manufic
turing sector increased from LS, 289.2 million in 1953 to L.S,. 104743
mi1lion in 1972, i.e. by about 362% while the total incrcase for £11 sectors
over the samc period was from L.S. 2304,3 million in 1953 to L.Se "oiee
million 1in 1972, i.c. by about 266%,
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In order to facilitate financing of development rojects by the otd!

[

zation of domestic, Ar:b and immiorants capitals, it wee found wooon

R

o~

15300 the necessary legislation that would organize the sfntu of iy ta
< rvestment, whether national, Arab or foreign, end define the relatic i
tetweon £he parties concerned in such a way that it vill, on the onc bond,
onsure conformity of these irwestments with national sovercignty anc atot
plans end laws, and, on the other hand, guarantec the basic rights of foe
vestors,

A new law was thus issued to promote national and Arch investment, o
~ccordance with the recommendations of the Immigrants Congress held dn
Damascus in 1965, concerning the issue of o law that would facilitute the
participation of immigrants in some of the development projects, and provid
the guarantces that will encourage them +o invest their capitals in the
motherland, The law in question is contained in Legislative Deocree No, o/
of 1569, It deals with the promotiori of investment of capital by immicrant:
and Areb nationals in some economic development projects and witain the
qunaral plans of the State. The saird decree definos the investments covoreo
by 1t, and gives the general conditions that qunlify investments for the
facilities and privileges provided :»d which ore duly stated in the deooroc,

Meocures adopted by the above mentioned decree succeeded only to ¢
1imited extent 4n attracting immigrants and Arab mationals to invest thedir
capitals in industrial, agriculturcl, transport and building projects, for
whicihh formal epplications werc submitted and the relevant permits and
licenses granted, The number of such applications, the wvolume of ciopiti o
requested to be invested, as well as the types of projects choscn by invesiors,
were not in 1ine with what was originally envisaged when the decroe wis ioouctd,

In order to judge whether the overall impact of tariff protection,
physical import controls, imvestment incentives, promotion of copital invect-
ront by immdgrents and Areb natiorals,etc., hes been sufficient to stimuloto
the lwvel of private irvestment foreseen in the Government's developriint
plrns, reference should be made to actual investments in the private Lontor
~nc compare them with irvestmonts cnvisaged in the develnpment planc,  Thic
hi - olready been deslt with in Chaptor IIT,
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The reluctance of the privote spctor in implementing its share in the
development plans during the 1960s was not attributed to the inefficacy or
the insufficient strength of measures of jrwestment promotion, but wes

meinly due to the cdverse impression taken by private entrepreneurs as

n ult nof nationalization of main industries, and their fears of further
similar s being t;aken.

It was not mﬁhg\mx‘ly 1970s and, precisely, after the Correcctive
Movement of 16 November 19%’5‘,’ that the confidence of the privote scctor wes
largely restored and its fears dissipated to a fairly good oxtent, Politicel
stability hos, undoubtedly, had a fovourable effect in this respect. An
indicative list, cpproved by the Covernment, was issued in 1971, by which
the activitics of the public, privote and mixed sectors in the industriel
ficld ware demercated, thus ensuring a consistent industrial licensing
policy within the general framework of Goverrment plans, This list hes
recently been reviewed and 1t is axpected that u new and more detailed 1list
will be issued in this respect. It is naturel, therefore, to see with the
boginning of the Third Five-Year Plan 1971-1975, a stimulation in the ccti-
vity of the private industrial sector, Investments envisaged by the Plan in
the private industrial sector are LS5, 150 million,i.e. by an evaragc of
L.5e 30 mdllion enrually. Actual {irwestments during ‘' first two years of
the Plan, 1.0, 1971 and 1972, were mstimated at L,S. 30 mil.ion, while
{ndustrial licenses granted to the private sector during the same pariod
amounted to LS. 196 million,




Ve, INSTITUTIONS AND INDUBTRIALIZATION 120072

As mentioned earlicr, the first attempt at planning the sanufacturing
soctor was made in the late 195Cs, znd more precisecly, in 1956, when thi
First Five=Year Tidustrial Programme was formulated, It cannot be oodd,
therefore, thet there wes a broad strategy of industrialization in the 19005,
Industrial affeirs remained until late 1956 connected with the Director to
of Industry in the Ministry of Eccnomy, In December 1958, the Minictry of
Industry wes estoblished by Low No, 212, to undertoke all matters deline
with industry ond mineral rescurces. In 1958, clso,the Ministry of Plonnin
was established by Decree Law No, 194, as the centr:l technical body for
nlanning aoffairs, and was transformed later into the State Planning Organi-
zotion by Legislative Decrec No, 60 of 1968, The Organization act: as 1icison
between the Supreme Planning Council, ectublisned in 1903, ond Governmrent
ministries end public institutions, nd is responsible for formulatino nver-

a1l project plans for economic sind sncicd nevelopment.

with the begirning of the 1960: development plonndne wes introdurcd anu
two Plve-year plans, namely, the First and the Sccond, ware cnected durina
thit decedo,

The Supreme Planning Council, which is the highest planning ~uthority
in the Country, is the main body responsible for formulating the broad
strotegy of industriclization, Its <tasks include, among others, doetors:nine
the general fromowork of the coonomic and soclal targets, and discusoion ond
cpproval of the guide figures or indices prepared by the State Plaennine Orooe
nizotion for the formulation of plans for development of the national coonomy,

The tasks of the Inter-ministerial Economic Commission, creatod by Lenie
1-tive Decrec No, 147 of 1967, also have o bearing on the strateagy of dndui-
trinlizetion, The Commission undertakes, among other things, to find ouit “i-
nmoans and submit relevant proposals for the development of national neninuity
and realization of its basic tasks, and to formuloute programmes and $1no,

end refar to the Prime Minister the recommendotions that would ensur: iy
development of industry and agriculture,
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The Ministry of Industry plays an importont port in the overa! o rnine
of industrial development, On the one hand, it ~ollaborotes with the S5t to
Planning Organization in the preparction of the guide numbers or indicoes
pertainir to the development of industry and which constitute the basis an
which industrinl development plans are formuloted. On the other hand, once
these juide numbers or indices are approved by the Supreme Planning Council,
they are transmitted to the Ministry of Industry, which undertakes to trans-
late them into relevant industrial projects, This Ministry ~lco carries out
the techno-economic studics necessary for the gpproisal of ncw project pro-

posals submitted for inclusion in development plans,

Morcover, the Ministry of Industry pleys an active part in ensuring that
cconomic policy facilitated rapid industrial development, Besides being thc
competent body responsible for supervising both sectors of industry, the
public and the private, as wecll as for industrial licensing and for rcndering
technical assistance to industrinl enterprises requesting it, it ccts as a
co-ordinator between industriol enterprises and Government departments con-
carncd with implementction of industrial policies and measures, In addition,
the Ministry of Industry provides training facilities for labour and manage=-
nent personnel of industrial entarprises, as well as testing and research
facilities intended for the service of industry, Export promotion of manue
factured goods is also undertaken by the Ministry of Industry., All thosc
uctivities and othors have one mein aimg to facilitate ropid industricl
development and boost it,

The following institutions arc rosponsible for industrial projects
implemented in the public sector and for their overall pmrformances

a = The Union of Textile Industry, established by Decree No. 40 dotod
7 Jonuary 1960, 1s responsible for all textile industry projects,

b = The uninn of $Furd Industries, cotablished by Occree pNo, ¢4 detod
vodaunry 166, 15 responsible for nll food industry projects,

¢ = The unicn of Engineering and Chemicel Industriocs, established by
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Decrece No. 45 dated 7 Jonuory 1%.8, 1is responsible for a1l on o i-

neering and chemical industry projccts,

d = The Euphrates Company for the manufacture of tractors, motors one!
engineering products, esteblished by Legislotive Decree Noy 000
of 1969.

¢ = The General Petroleum Company, ostablished by Legislative Deore o
No. 269 of 1969, to replace the former Generel Petroleum Org o nd-
zation estaoblished in 1961,

f - The Generel Company for Phosphates and Mines, established by
Legislative Decree No, 122 of 1970,

g - The General Company for Iron and Steel, established by Legislative
Decres No, 142 of 1970,

The first four institutions mentioned above are linked with the
Minister of Industry, while the remaining three are linked with tne Ministo:
of Petroleum, Electricity and Mineral Resources,

The responsibility of implementing investrent incentives and other
measurss used to promote private anu foreign investment is not contrali: o
in one institution due to the different nature of incentives and MEeasUre. o
The Govermment bodies mainly concerned with the subject arc the Minictri:«
of Industry, Finance, and Economy and Foreign Trade. In the case of pro..
motion of private investment, tax incentive measures for example, arc
implemented by the Ministry of Finance, which coordinates the matter with
the Ministry of Industry to check up that industrial projects executed
qualify for such incentives, INeasures and incentives designed to promote
immigrants and Arab capital irvestments, are implemented by the Minictry of
Economy and Foreign Trade, which coordinates the matter with Government
bodies concerned through a commissinn in which these arc represented, Poton-
tiel investors start negotiations with the said Ministry, then they lnuld
contact the Central Bank of Syria to settle problems related tn transfer of
capitals, To obtain industrial licenses, the competent body to be contucted




i the Mnistry of Industry, Thero can be Titole oot tran cestro ot o
of dAmplamentation of drvestment incontives and sther reonures Do reg
point would be of greet agessictunce t potontial investors, In Sact, 11
could be regarded as o dncentive by ptoelf, Unfortunately, moo o teckoicad

and administrative reasons, such centralizetion is difficult to be put into
cffects, The alternative solution is to try to simplify mattere and find out

efficient and speedy ways of co-ordination,

Until the late 1950s, banks operating in Syria performed financing
activities for commerce and industry., Nevertheless, industry wa:s deprived of
loans extended for periods exeeeding one year, although the Public Debt Fund -
which is a Government institution - extended its assistance to a number of
industries and gave them credits for toerms not exceeding ten years, This
assistance, howcver, did not produce the expected results due to the limited
number of beneficiary industries and the difficult procedure adopted by the
Fund in granting the loans, Thus, in view of the urgent noerd experienced,
the Industrial Benk was establishcd by virtue of Law No, 177 of 1958,

Although the objectives of the Barnk include - besides oxtension of
credits and the carrying out of all banking cperetions reisted to industry -
the participation in the establishment of national jointes ock i idustrial
companies, the purchase of shares and bonds of national industsrial companies
and tho provision of technical advice to industrialists, the Bank confincd
itself to banking, It did not assist in the identification end promotion of

new industries,

o To improve the supply and quality of skilled labour for industry, spo=-
clialized training institutions have been established by the Government, Thus
in the post-secondary training stage, a number of intermodiate institutes
have been established,

The first intermediate institute, namely, the Industrial Institutc, wes
established in 1960 in Aleppo. It is linked to the Ministry of Education end
aims at supplying industry with technicians specialized in the following
fieldst glectricity, general mechenics, automotives, carpemtry and wood-




work, It also aims at supplying instructors for industrial and technical
eohools, Courses are of two years duration, Students admitted to tho
Inctitute should be holders of the Certificate of Industrial Secondary
Studies, Tley are granted scholarships and may graduate ass a) engincering
assistants or b) trade instructors.

In the late 1960s, two other institutes were established, namcly, the
Intermodiate Ingtitute of Textile Industry, by virtue of Logislative Decrec
No, 245 of 1909, and the Intcrmediatc Institute of Petroleum and Mincrel
Trades, by Legilsative Decrce No, 251 of 1969, The first institute is in
Damascus, it is linked to the Minister of Industry and aims at supplying the
textile industry with technicel personnel specialized in the differont branches
of this industry, namely, spinning, weaving end textilc chemistry, The second
institute is in Homs and has a branch in Damascus and another in the Rumedlan
oilficlds, It is lirked to the Minister of Petroleum, Electricity and Min-
eral Resources and aims at supplying the petroleum industry and the geolng-
ical sector with technical personnel specialized in the various ficlds
covered by them, Students admitted to both institutes should be holders of
the Certificate of Secondary Studies, or equivalent, and are granted scholar-
ships, Courses are of two years duration aefter which successful students

graduate as engineering assistants.

A fourth institute, namely, the Intermediate Institute of Industrial
Engineering, was established in 1970, The institute is linked to the
University of Damascus and provides training in the fields of automotives,
electricity and electronics, Holders of the Certificatre of Secondary
Studies, or aguivelent, ere aumittoo to the institute. Courser are of two

years duve L loe ca sutoorat ol Siodo 4 rvaduate as en seairiny, assistants,

The Mindctry of Fducative 15 tie competent body rosponsible Tor estab-
lishing secontary schools of industrial character, vrom which students
graduate as holders of the Certificate of Industrial Secondary Gtudies in
one of the following fields: electricity, wireless, automotives, cerpertry
and wood carving, textiles and the various metal trades which enable them
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to take up technical jobs in industrial erterprises. A number of such
schools have been established throughout the C_untry, and from 1960 courses
and treining programmes have been adjusted so as to suit the needs of induSe
try and facilitate, therefore, employment of graduates, The duration of the
courses in industrial secondary schools is threc years and students ere

qgranted scholarships,

In addition to the training referred to above, facilitjes are also pro-
vided for training those engaged in industry, at all levels, in management,
production and supervision methods as applied in the industrially developed
countries, For this purpose, the Manegement Development and Productivity
Centre was established by |egislative Decree N, 79 of 1967, and is linked to
the Minister of Industry, The Centre provides training in a nurber of fields,
such as: industriel emgineering, industrial cost accounting, organization and
management, marketing, productivity, etc,

Morec. er, training facilities are provided for workers in the \ocationael
Training Centres established by the Ministry of Industry, These centres
cover various trades, like slectricity, metal trades, textiles, automotives,
carpentry and wood=-work, etc., Steps are being taken at present to a'd new
trades to the existing ones, Training ir these centres ic free of charge
and is provided to both the public and the private sectors, Training methods
used are the following:

a) Industrial apprenti-eship, the duration of which is 2-3 years,

b) intensive training, with two types of courses. beginners courses,
lasting 3 months and advanced courses, lasting 6 months,

c) Special training seminars which are usually of short duration, apout
ong month or less,

The last two methods have been started since 1965, and studies have been
prepared in connection with implementation of the first method, namely,
incduatrial apprenticeship, Legislative Decree No, 159 of 1965 attached
Vocational Training Centres to the Directorate of Vocational Training and
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Qualifying in the Ministry of Inductry,

No specialized institution has been estatlisier by the Govirnmer* ta
promote private investmcnt, both demestic, anc foreian,

In order to promcte export sales of manufacture: anads, the Furng for
development of axports of Syrian industria} Froducts hes boer estab) ished by
Legislative Decree No, 147 of 1970, to replace “he former Fund for the &7 oo,
motion of the cotton textile industry estublished in 15%¢ by Law Mo, 100,
the activities of which were confined to this particular industry, The
Fund operateas under the supervision and according to the quidance of the
Ministaer of Industry,

Provision of entreprencurs with techrica’ irformation on selection of
a mmfacturing Process, product deaign, wechivery and equipment suitable
for local conditions, may ba effected by the Vivdstry of Industry as well
as by the General Organization for Ercineering Studies and Designs, estabe
lished by Legislative Decree No. 2o or 1369 and linked tn the Ministor of
Petroleum, tiectricir. erg ¥inere\. Resources, 7bhus acroing to Law No, 24
of 1958 which deals with tha orgenization and pror-to, of industry, the
Ministry of Intustry provides entreprenevrs, Lpc. their requect, with infor-
mation, statistical data, reports end tachnical drawings needed by them for
establishing or enlarging a determinead industry, A-fee may be charged
against such services,

The Generel Organization for Enginesring Studies and Designs undertakes
a8 number of tasks which include, among others, the folilowing:

e - To carry out techno—-economic feasibility studias,
b~ Yo carry out detailed studies and designs for the projecis,

¢ - To prepare the Necessary books of technicel conditions and spem

d « To carry out studies doaling with developmant and &parsion of
projects, .




g = Design of mechirery and cguipnent required,
f . Purchase of patents and detailed designs needi.

The ectivities o the Urgunization have so far becn conTined to projects

releted to the Ministry of Petrcleum, Flectricity and M.neral Resources,

To provide advice on the adptation of product des ign and manufacturing
processes to suit local conditions, or <tandardization f product design and
on tha control of quality of products manufactured, the Industrial Testing
and Resparch Centre bas been established by Legislative Dusree No, 71 of
1965, Tho (ntre is linked to tho Wristry of Industry and is sti1l in th~
foundation stage, Its activities «re #iversified, and In this particular
field it ains, among cther thirgs, at improving the guality of industrial
products by providing industrial unteririses with technical studies, pro-
paring studles un spo _fications, calibration and measurcments, carrying
out tests and enalyse: or industricl raw matorials and nroducts, and cone
guciing epplied research in the various ficlds of industry. The Centre also
aima at guiding industry in raising tte quality of pro.oucts and the level of
productivity and assist in tho inctallotica of testing equipment in factordas,
Legislative Decree No, 249 of 1% 7 pstablisied the Syrion Arab Standardization

and Metrology Orgenization to be the sale body <o responsible
for standardization and metrolcgy affairs. The sare Jf e oorrusron the

tasks of the Organization, for the time beirg, to tho Tndustricl Testing ond
Research Centre. The Crganization is linked to +he Ministry of Industry.

In the light of the above factual description it canrot be concluded that o
single Government agency nes overall resporsibility to cffectively promote
and menage the process of industrializetion. Neverthzless, the Ministry of
Industry seems to be the executive agency most concerned with such affairs
and which pla 5 a prominent role in ¢he promotion ard onogerent of the
industriai z..tion process, It i natured, therefore, that the said Ministry

3hould nave o influonce that corresponds to thz crowirg importance of

industrializetion to the Nountry' s development, n practice, this is so,




Voreover, it can be concluded thet the activitie. of other institutions
concernad with induetriel development are, to some oxtert, @ffectively weil
co-ordinated, It should be pointed out, huwever, thet such co-ordination
could be further improved so as to be more gffective and thus faciliiatc
promotion of industrial development,
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