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PREFACE 

The aution of the Single European Matlcet is the most signjfiarrt step in 
economic integration so for taken. A single economic tna in which capitlll 
and labour. goods and SDVica all nuwe frttly is the target set by the 
cOlllllries of the European Community to be ~ by the ouI of 1992 
Givm the size and stmrglhs of the Cannumity, the dulnga under way may 
be ap«Jed to ~ significont impacts beyond its bon/en. 

UNIDO. with /illllncial suppott from the ~ of the Ndlrerlands. 
hdd an Ezpm Group Meeting from 18 to 20 Maida 1992 in VIOINI to 
examine the moin implications of this procas for inllustriaJizat in 
tkvdoping cOlllllries. The ap«Jed growth effects of the Single Matlcet will 
~ implications for the world economy. including dumga in trade and 
in11atn1DU paaans. Other associated EC policiu, up«iaJJy in the arras of 
rqionlll policy. compdilion. technology. emirorunou, energy and technical 
stiD'Ulards will also of/ect a wUk ~ of iNlustrial seaon, and thus the 
prospects for industriaJirati in developing countria. The Ezpm Group 
Muting rrviewed the implications in tams of key iNlustrial ~«ton: food. 
tati/es and dothin& footweaT, stuI. chemicals. and dectronics. 

The present paper dnnvs on the SIUdia canied OUl in prq1tlnllion for the 
mmin& togdher with the discussions at the meeting itsdf and other 
material. in order to attempt an initial summmy of the main ap«Ud effects. 
Howet!eT, due to the complaity of the issua. it is envisaged that further 
analyris at a 111txr ddllikd level may be wularolcen in the future. This 
paper is not intended to tqJl«e the 1YpOfl of the mmin& which is being 
issued separotdy. 

The paper wa.r prqH1Ted by the Regi.onal and Corull7y Studies Branch of 
UN/DO. with Dr. Thomas Pietsdunann as UN/DO consukanL 
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I. INTRODUCTION AND OVERVIEW 

This paper draws on the discussions at an expert group meeting held by UNIDO from 18 to 20 
March 1992 on the implications of the Single European Market for lndusb'y in Developing Ccountries, OD 

(sectoral) papers presented by UNIDO consultants at that meeting as well as additional information available 
at UNIDO headquarters cooccroing the likely consequences of the EC Single Market for de\ocloping 
countries in general and the indusb'y of clncloping countries in partic:uJar. 

A general conclusion appears to be that the Single European Market (SEM) - taken by itself - is 
neither to the advantage or the disadvantage of de\ocloping countries as it offers both new opportunities as 
well as potential dangers to ~ countries' industries.. The question to be asked may rather be what 
economic po5cies one can expect the EC to pursue once the Single Market has come into being. The 
preparations for the Single Market have already Pen some indications. As of December 191Jl, 80 per cent 
of the legislation for the rcali7.ation of the "Single Market Programme· had already been adopted by the EC 
and 61 per cent of the measures for the aeation of a Single Market were already in force in EC Member 
States.1 Thus analysis of the likely implications has some first results to draw on. 

In the meeting it was often emphasized that CYCDts outside the EC or the EC Single Market may 
have even more important implications for de'!Cloping countries. Such major •exlcrnal9 events include 
~lopments in Eastern Europe and the outcome of multilateral trade negotiations (GAIT, Multi-Fibre 
Agreement, and Multilateral Steel Agreement). In practic:c it is often difficult to separate EC policies 
concerning the EC Single Market from other EC policies which arc taken as a response to changes in the 
intematioaal environment. 

The Single European Market (SEM), as laid down by the Single European Act of 1 July 1987,2 is 
only one step forward on the way towards European integration. Nevertheless, the SU:gle European Market 
concept has become a symbol of European integration and of the aoractivcncss of the EC to third countries, 
as demonstrated by the membership applications of Austria, Sweden, Fmland and Switzerland as well as 
Malta, Cyprus and Turkey and with some East or Central European countries (Czechoslovakia, Hungary and 
Poland) likely to follow suit. 

The nexl steps OD the way towards European integration after the completion of the EC Single 
Market have already been outlined. The Single Market has been welcomed in most circles in Europe, with 
more unanimity than, for instance, the treaty of Maastricht (December 1991)3• There is some likelihood 
that additional steps towards European integration will take more time than originally expected and that the 
EC Single Market will for some time be the furtbest European integration can get without losing public 
support.4 

If one analyses the EC Single Market on its own merits (i.e. excluding its symbolic function), it is 
in many respects nothing more than the completion of a number of important objcctivcs which were already 
laid down in the original Treaty of Rome (the basis for the foundation of the EEC in 1958). 

Up to now, the EC has shown the characteristics of a customs union with - in addition - a number 
of fields i.o which specific economic policies (mainly agriculture and trade) were already executed by the EC 
Commission. Despite the existence of a customs union, i.e. common customs duties vis-0-vis third countries 
and zero customs duties vis-1>-vis EC member states, the EC remained scpaented into 12 national markets, 
not only because of language barriers but also because of the large number of 'tccbnical' non-tariff trade 
barriers. 

1 Sec /trm'l4/ Martn • lmplnnmtDtion ofllre W1ri« Poptr. in EC Bu1!51jp. 12/1991, p. 21. 

211111- baed Oft Ille WNt, Poptrt#I complmn11MiNmlol""11'lrlr; COM(85)310; Bul!sljn of lbs gc,6/198.S. J'OiDIS l.ll lo 1.3.9. 

3 Sec T-m £,_,_,, Uniotr. in Bul!clm of 1bs EC. 12/1991. pp. 17 ff. 

4 For 1 diffcrcnl opaiioft ICC J>rordillk. W., Dt1llislt Vcw Sllolra EC • &II II Vow to hm Oii, in Jo!etp11Kmfl Hcqld Tribune, 
4 June 1992; or Glrd11tr. Dsvid llld Budwlan. Dlvid, EC to pns.s"" 1111111 Moasric!tt. in FjMncu! Tung. 4 June 1992. p. I. 
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The main objcdivc of the SEM is thus to abolish all those trade barriers in order lo intensify intra
EC trade and thus ccooomic growth in Europcs as a prerequisite to reducing European unemployment and 
making EC enterprises once more competit.~ oa world markets lo COUDter the challcngw:s of enterprises 
from Japan. the Asian NJCs (newly industrialized countries) and the USA. 

The Single European Martel legjslatioo focuses on harmonizing norms (lcdmical regulations) and 
standards, reduction of the ~ bmden few enterprises (including delays at frontiers few customs 
purposes) and an opening up ol public procurement in EC member states for EC enterprises from all 
member countries. In addition. EC institutions arc strengthened and EC ac:tivities already under way (such 
as in the field of common research) arc given a firm legal basis. 

It is evident that all these measures ha~ repercussions for dcvdoping countries, although the 
importance of these implications wries aa:onting lo the sectors concerned as well as from one dcvdoping 
country to another. In some cases the implications arc similar for dcvdoping countries in the same region. 

The lables in this paper, which are givcn after each sectioa, arc an attempt to summarize the 
possible implicalioos. drawing on the papers and discussions of the expert group meeting. which included 
participants from deYcloping COUDlrics and international organisations and UNIDO staff and comukants. 
The first table shows EC policy in the sectors under in"-ectigarioo.. The snc:cceding four tables assess the 
impact of EC policies on industly in dcvdoping countries in Asia, Africa, the Arab countries and Latin 
America.. Io each of tbe tables, the bottom line summarizes the agreptc cffec:L This report ancmpcs a 
systematic summary of a complex subject: it should DOl be regarded as a definitive statement of the 
problems.. Nor is it the Report of the Meeting. but a document of the UNIOO sccrctariat intended to 
provide information and provisioaal assessment. 

S Sec Commillion of Ille Europcaa Communilia. ~ Ec""-J · tltt £clJllOmics of 1992. Mardi 19118, p. 33 ff. 
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II. GENERAL IMPLICATIONS 

A. Tedaaology 

EC tedmology policy is related to the Single Market since the European Single Act of 1987 ga~ 
EC opcratiom in this 6cld a firm legal basis. 

Industrial policy in the EC bas shifted from a "traditional' industrial policy of •sectonJ subsidies• and 
•scctonJ protection• towards "functioaal subsidies•. Whereas sectoral subsidies or inc:entM schemes arc 
rc:gardcd as distorting competition and leading towards ineflicicncy, 'functional' subsidizing ha~ become 
popular and arc used to promote tile 'innovatiw:' capacity of enterprises. The subsidizing of rcscarch and 
cbdopment is thereby the core of EC 'industrial policy' in the 1990s. Co-opcratiyc research is the c:cntrc 
of EC tedmology policy, intended to cbangc European enterprises' attitudes towards aH>pCralioa in the pre
compctitivc phase of research. Pan-European ~ in this field tries to imilat~ the successful 
approach that was dcvclopcd by the Japanese Ministry of lntcmational Trade and Industry (MITI) some 
decades earlier. Enterprises arc cncouragcd to co-opcralc in the early phases of research, even if they arc 
to compete against each other later on. 

Of course, this "'functionar approach of industrial policy also bas important sectoral implicatiom. 
CMra11 EC policies on tWmology arc laid down in the EC framework programmes which started in 1984. 
The currcat third EC framework programme (1990-1994) (ECU S.7 ba) conc:entrates (like the previous ones) 
OD cJectronics and informatioe tccbnologics (39 per cent), folJowcd by industrial and materials technologies 
(16 per cent with programmes such as EURAM and BRITE), cacrgy (14 per cent), life sciences (13 per 
cent) (which also includes biotedmology (3 per cent) and agricultural and agi-o-industrial research (6 per 
cent)), environment (9 per cent) and human resources (9 per cent). 

These figures already indicate the ovcrwbclming attention that is ~ to the clcctronics sector as 
it is this which was identified as lagging bcbincl those of Japan and the USA. 6 The two major programmes 
arc ESPRIT D in the field of information tcchnologics (EC subsidy: ECU 1.6 bn) and RACE in the field 
of fibre-optics for data commwUcatioas (EC contn"bution ECU 0.55 bn).7 

Other EC programmes arc less sector specific. Nevertheless. there arc research programmes of 
rclcwncc to nearly all industrial sectors. In the chemical field the research priorities of industry (chemical 
reactivity and principles of catalysis, biotedmology, environmental protection, reliable synthesis, and 
processing and reprocessing of functional and structural materials, new cnviroamcntally benign and resource 
minimizing chemical process technologies etc.) have all been CCMrcd in a number of EC programmcs.8 

The chemical industry itself is less convincd of the uscfi:lncss of these programmes for European industry 
~ the prc-compctitM character of the research and the open information policy which also allows third 
countries to benefit &om such research results. 

6 
Sec Naumoco, Midliyo. Forrip cllip IMk.m advaM' i1rlo ~ - w ttrnd is to tlMnilrallc' by US Olld ltlpllM# lfOllPS. in fi11D1 

]jmg. 12 May 199'2. p. 6. 

7 
Sec UNIOO. Tlw E.ll:l10tlics S«tor • &pm Group Mttrbt1 on llw Implications of llw Sinp £wopeon Mtrin for I~ 

ill Dtwlopitt1 Coulllria, ID/WG .523/6(SPEC), 17 Mardi 1992. p. 14. 

B Sec UNJDO. Tlw Clwmicols S«tor • &pm Group M«Dn1 on IN lmplicoriotu of llw S111p Ewopcon lttorltlr for /"""1trioJizJ in 
Dfwlopill1 Caunoia. ID/WO .523/7(SPEC). II Mardi 199'2. p. 15. 

Sec 1llo CEflC. E""1pftllf policy for fCimu and t«"""'°l1, De pgtjljgp o( !lu; Eu'9JICf0 rlKmiAI iadysty. BnlllCll 1992, pp. lG-28. 
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Research programmes in the field of steel on the other band - mainly for proa:ss and product
rclated improvements - arc considered tc be important for the sector. For the food sector, the three most 
important programmes were BRIDGE (biotechnology research), ECL\IR (linbgc of agriculture and 
industry) and FI.AIR (food linked agro-industrial rcscarch).9 H~. these programmes tend to affect 
agriculture more than actual food proceuing For the clothing and tcxtilc sector, proa:ss-oriented rcscarch 
programmes were directed towards the clothing and knitwear industry and the acalion of operational 
networks to clllcnd quick ttS!JODSC production from the fibre manufacturer to the distribution stage. Also, 
a number of research activities under ~cs such as BRITE, EURAM and CRAFf were directed 
towards the tatilc and clothing sector.10 Research into the area of new materials (artificial fibres) has 
blurred the traditional delineations betwccn the tatilc industry and the chemical induslry. Fmally, in the 
shoe industry, research activities centred more on the manufacture of shoe-producing equipment than on the 
shoe industry ilSClf. 

The major problem arising for ~oping countries out of the EC rcscarch programmes is not the 
fact that EC research enables European companies to m'1V'C up market; the real problem for dcYcloping 
countries is that many EC R&D programmes arc designed de /llCIO to improve traditional fields of 
manufacturing in which EC industry might otherwise lose its compctitNc edge. 

B. Tndt 

Trade policy (or EC commercial policy as it is caDcd) was one of the carticst policies pursued al 

Community lc-lcl. As long ago as 1975 the Court of Justice ruled thal the "Common Commercial Policy" 
should not only cover questions of external tariffs but of trade policy in gcaera1. The Single European 
Market docs not change this. However, a number of national quota systems exist and will ba~ to be 
abolished (they arc likely to be replaced by quota systems al the EC level N~lcss it is generally 
expected thal the new EC quotas will bring ~oping countries some advantages over the status quo.) 

The general level of tariff protcctioo of the EC is already ~ry low, about 3.S per cent, and the tariff 
cxcccds 20 per cent for only a few products.11 

Nevertheless, substantial tariff (and non-tariff) barriers exist for most agricultural products and 
~ral industrial products which were excluded from trade bl>crali7.ation. These sCKallcd 'sensitM' sectors 
include tclllilcs, wearing apparc~ Slee~ ship-building, and (with a lower level of protection) footwear. These 
'sensitive sectors' arc mostly C0111poscd of low-tcdmology manufacturers, using relatively standardized, 
labour-intc05M production technologies and thus acating opportunities for ~loping countries. 

In addition, EC trade policy has tended to grant far wider reductions of duties on primary 
commodities (excluding agricultural goods produced in the EC) and raw materials than on finisbcd goods. 

Far more important than tariffs ba~ been the: so-called non-tariff trade barriers. Voluntary export 
restraints, orderly marketing arrangements, tariff quotas etc. constitute important forms of non-tariff trade 
protection. Technical regulations may also constitute non-tariff trade barriers. Even systems such as the GSP 
(Generalized System of Preferences), which allow for limited volumes of duty-free exports from developing 
countries into the EC, actually put a brake on ~loping countries' export possabilitics, as any excess of that 
quota is subject to (high) customs duties. The most famous 'voluntary' export restriction scheme is the 
"Multi-Fibre Arrangement" for telllilcs and clothing. 

9 
Sec UNIDO. ~ Food S«tor • £.rpm Gmup Mmitl1 "" w /mplicotiotu of w Sillp ~ Mtrin for /Nlustri4Jizlltion ;,, 

Dwdopilt1 eo-ria, ID/WG .SlJ/2{SPEq, 6 Mardi 1992. pp. 6-7. 

IOScc U!lo100, ~ Tatila Olld Clotlrilll S«tlX · bpm C"""'P Mmut1 on tlw lmplicOliotu of tlw S111p ~°" Marltlt for 
I~ ill Dtvdopul1 COlllllllO. ID/WG .S23/J(SPEC), 9 Mardi Im. p. 10. 

11Scc Molle, W .. ~ f.cOflOtfllCI of EwoprO/l /NIJrOllon, Hanta (UK), 1990. p 442. 
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N~rthcless, it may be expected that the EC Single Market will offer new trade possibilities for 
~loping countries. So far some 500 national quotas exist. n1any of them dating back to pre-EC times. 
With the EC Single Market. these national quotas will be abolished and arc unJikdy to be replaced by 
Community-~ quotas.. On the other band, anti-dumping measures ~ been med by many countries. 
including the EC. A more united EC is likely to make C\'CD wider use of this instrumCDL 

EC trade policy is particuJar1y signiticant with respect to imports &om dcvdoping countries in the 
field of tmilcs and clothing. Altbougb tbcrc is some probability that the Multi-Fibre Agreement could 
expire and the textile and clothing sector be incorporated into GAIT, the EC is likely to press for a 
transitional period of 10 years. Within this period, the EC hopes to ha~ its industry automated to such an 
ment that it will be more competitive with developing countries, In trade ac:gotiatioas. the EC is likely to 
offer a faster reduction of trade barriers in tmilcs (which arc~ to automate) than in~ wearing 
apparel sector (in which automation will take some more time). Hopes for a rapid libcrali7.atioo ofthe steel 
sector under the MSA (Muhilatcral Steel Agreement) ~ so for not materialized and, with the steel sector 
once again dcdining, the EC is unlikely to press for a quick global libcrali1.atioa In the cbcmical sector. 
there is global over-capacity fOI' easy-to-produce intermediate products. The EC is not likely tc Pc up this 
market segment for the benefit of cbcloping countries. The protection of the cbcmical sector is, ~. 
in general ~ small and an increase in ccoaomic growth rates within the EC as a rcsuh of the Single 
Market should offer significant opportunities to ~loping countries in the medium term. Protection in the 
footwear sector bas been reduced over the past decades to lcvcJs wbicL no longer pose a problem to 
cbcloping country exporters. In the clcctroaics sector, protection is generally low (4 - 7 per cent tariff on 
imported electronic equipment). Tariffs on scmic:oaductors arc still rclatiYcly bigb (14 per cent).12 

Howcw:r, there is pressure from within Europe to lower the tariffs on semicooductors to make European 
information tcdutology and tclccommunicatioas manufacturers more competitive at the international l~L 

c. hnatmatt 

Overall, the EC bas kept a relatively low profile on questions of investment policy. It bas been an 
explicit aim of the Single Market concept to raise the attractiveness of Europe as an in\'eStmcnt site - and 
this aim bas been achieved. Generally, there seems to ~ been a ahift in favour of foreign in\'eStmcnt, CYCD 

in areas such as cars or electronics. A few years ago, the EC was still mrcmely rdUdant to sec foreign 
in\'eStment in such 'strategic' industries and EC rC5Cafcb programmes were originally designed cxcl115Ncly 
to imprOYC the competitiveness of EC-owned firms (Dot of foreign firms operating in tbr. EC). The 
contribution that foreign-owned companies can make to improve the compctitivc:acss of the European 
industry is increasingly recognized. By 1995, ~ per cent of demand for DRAMS (.of-megabit dynamic 
random access memory) that can be satisf.cd by local producers (60 per cent of total EC demand), will come 
from foreign owned manufacturers producing in the EC.13 However, this shift in EC in\'eStment policy 
docs not significantly affect most dCYCloping countries apart from a number of manufacturers from NICs 
(especially from Korea). 

There have not been - and there will not be - rcsttictions on EC direct investment abroad because 
these for~ign investment activities by EC rlflDs have been seen as another means to increase the global 
compcti~ncss of EC firms. 

The only area in which the EC bas been reluctant lo allow new investment was for capacity 
expansion in steel. This policy, bc.wcvcr, indirectly helped dCYCloping countries to expand their steel 
capacities. 

ll Sa Nalulmoco, Midliyo, EC clrip makm pror«tion iS buym' ,_.,. • trrlM officials lttlliit1 lllrilf CllU foul lltmudlia ct111Jlrl ;,. IM 
"""4k, in flQlnQa! Ijmg, ZS May 1992. p. 6. 

13 Sa Nllkamoco. Mictii,o. Fomr clrip makm odvoltc' illlo E.lllofw, in fiDMQll Dm, ll May 1991. 
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D. Competltioa 

The subject of EC competition policy includes inter-firm c:o-opcration and concentration. The EC 
Single Act docs not bring much of a cbangc in this area. (The most significant cbangc is that transport and 
financial scniccs arc included in the general EC competition policy framework.) 

One has to distinguish between the steel sectoc. governed by the Treaty of Paris (foundation of the 
ECSC), and the other industrial sectors, which arc govcrncd by the Treaty of Rome (foundation of the 
EEC). The ECSC treaty goes significantly further than the EEC treaty. For example. under the ECSC 
treaty. stccl companies who want to merge need the prior approval of the Commission.14 The ECSC treaty 
is signifu:antly more strict and intervcntiooist than the EEC treaty. 

EC competition policy as outlined in the EEC Treaty attempts to prevent c~ concentration 
of crooomic power damaging the interests of consumers and competitors. Furthermore, competition policy 
seeks to ~Dl state aids from distorting compc:ltion by giving unfair advantages to certain national firms. 
(State aids arc normally only allowed for purposes ruch as industrial restructuring. i.e. reduction of capacities 
in declining industries, environmental reasons, and ia some cases for rcgioaal development purposes.} 
Fmally competition policy is supposed to~ companies from re-establishing. by means of market sharing 
agreements or export bans. less Yisl'blc but equally cffcctM barriers to trade. 

It has to be emphasized that the competition rules of the EEC treaty apply to all cntcrj)riscs 
operating in the EC irrcspcctiYc of their country of origin. i.e. ioduding firms from developing countries. 
E~n so, most industrial cote~ from ~ countries (with tbc possible exception of a few large 
enterprises from major NICs such as the Republic of Korea)) ha\'C nothing to fear from that ~ation, since 
EC regulation on merger control is only applicable if the world-wide~ of an enterprise is aboYc ECU 
15 billion and the turnover within the EC is above ECU 250 million.15 

fl may be expected ~ concentration in all sectors is going to increase in Europe as a result of the 
Single Market: this is particularly evident in the food sector already, as well as in electrical and electronics 
industries, although the latter is more a result of global cbangc. 

In this context it is interesting to remember that only a few decades ago there was a general fear 
that large enterprises would pr~nt an efficient market system from working and that this would lead to a 
loss in global compctitNcncss. The Japanese experience, hOWCYCr, bas shown that oligopolistic market 
structures do DOl ncccssarily lead to an overall decline of efficiency. On the contrary, if properly managed. 
they can lead to a growing inn~ capacity of the sectors concerned as large companies arc in a better 
position lo in~ in R&D and ffoduct dcvclopmcnl. These considerations may inhibit intc~ntion in the 
concentration process in research intensive sectors such as electronics or chemicals. 

Thus, both national governments and the EC arc likely lo accept the concentration process as long 
as there remains enough foreign competition to prevent the large companies from earning monopoly rents 
ar the expense of European consumers. Developing countries might well use this argument in trade 
negotiations with the EC, wbcDC\ICr they have some indication that monopoly rent! arc being earned in 
Europe due to oligopolistic market structures. 

14 Sec Molle, W., 11w «onomics of~ ~. 1990, pp. 36.S ff. 

15 Sec U!lo1DO, 11w Swl S«rqr · bpm <irrNp Mminl on w lmp/lcODOns of w Siltp EllTofwan MOIM for IM'usrioluolion in 
Dtwlopfll1 COIUlll'ia. JD/WG..523/S(SPEC.), 9 M1tch 199'2. p. 7. 
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L Standards 

The harmonization of technical standards bas been al the heart of the Single Martd process. The 
harmonization of rules was already foreseen in the original Treaty of Rome. However. technical barriers 
to trade on the national level could llC\'C~ always be justified if tcdmic:al rcgulalioas referred to bcalth 
and safety of consumers or workers. or to the protection of the environment. Because of different interests 
of member states. detailed EC-wide technical rcgulalioas were difflCUlt to achieve and a very time consuming 
process. For the creation of a single European ~ a new approach bad thus to be found. National 
technical regulations were harmonized al the EC ~ However, this new broad harmonization was 
achieved by confining 1hc limitation of the barmonjzatioo pn>cCS.\ to "essential requirements of safety and 
health". Thus all EC countries arc free to toughen their lcgjsla:ioo al the national bcl for domestic 
products. But all products having been produced in the EC or having been gWcn the pel'1DiWon to be sold 
in one EC member country automatically oblige member states• gmcmments to presume that the quality 
standards of these products do not infringe European health and safety regulatioas.16 This legal dcvia: 
results in free market access. 

These rules indirectly also apply to third countries and thus to developing countries also. However. 
these rules nevertheless put third countries (and thus also da-cloping countries) al a disadvantage. H ~ 
goods of a third -:ountry arc in line with EC standards but contradict the (higher) national standards of an 
EC member country (country A). then direct exports to this country arc prolu"bited. The third country can 
look for another European country (country 8). and from this country goods can be shipped to country A. 
thus inacasing the cost for the (developing country) aporter and thus decreasing his profit margins. 

Ovcr:ill standards so far have already played a major role for the clcctronics industry, the steel 
indUSlry and the chemicals industry. In tCllilcs, standardization bas so far been restricted to home tCJliles 
and protective cloths. For the footwear industry, standards ba\"C so far only been important for special 
footwear. i.e. shoes for oi! rig workers or for timber cutters. Sports footwear will be the ncu target for 
standardi7.ation. 

l>J gcneraJ. lhc real problem for developing countries are not the standardspu se but the expensive 
and time consuming tcsting requirements. 

F. EaYiroament 

An cvcr-inacasing role not only at national level but also at EC lcvcl is played by environmental 
policy. Obviously, EC environmcnlal policy bas its greatest implicatiom for the sectors that tend to be strong 
polluters. such as chemicals, steel or tCJlilcs. Within the Single Market. EC-wide environmental standards 
will inaease in number and imponancc. In general. a more stringent EC policy in these areas may work 
to the advantage of developing countries. at least in the sbon term. Companies in the EC are tempted to 
shift production away from the EC, thereby given a boost to the industrialization process in developing 
countries. In some cases. cnvironmectal arguments could however also be used by the EC to fend off 
impons from developing countries claiming that developing countries' products were not produced under 
similarly strid cnvironmcnlal laws which then could be claimed to be an 'unfair trade pradice'. Rc-.cent 
decisions by GA IT - which were also supponed by the EC • however made ii dear that such arguments are 
DOI a valid ellCUSC for erecting new barriers to trade.17 

16 Sec allo L'NIDO, lntmtaatJftOl l"rodMct Suwlards: 1Msdr ond l1a1a, PPD.182. 7 January 1991, pp . .fG.41. 

17 
11111 n:fcn 10 lhc recent GA 1T panel rvlin1 on Ille Mcllican romplain1 apiMI Ille US cmbarp> on Jtllawf1n tuna and tvna 

produna. The 1mplica1ionl of 111a1 panel judpmcn1 •re 111a1 a country or a poup of councria cannot iarricc imporu or a produc:r 
mcn:ly bca111e thole 1mporu onpna1c in a counrry will! clMronmcntal policia diffcrcnl from iu own. 

Sec UNIDO. Tlw Food S«tor · Ltpm Group M«Dng on IN lmplicllliMs of IN Sillfll ~an MaNI for lndlurriaJizatio ill 
Dtwloping Cw""";· p. 17. 
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G. ResCoul policy 

As part of the general principle of seeking equal distribution of the benefits of European integration, 
EC regional policy bas put an emphasis on accelerating the dcvclopmCDI of the more disadvanlaged areas 
of the Community. 

The EC supports poorer regions within the Communily thal ha~ an income of less lban 75 per ceDI 
of the EC a~ragc. These include those on the gcograpbic:al fringes of the Community such as Portugal, 
Greece and Ireland, and economically depressed regions within individual couDlries, such as southern Ilaly, 
northern England and, in the future, caslern Germany. Assistance is granled for cxpcnditurc on rclraining 
schemes to improve skill l~ls, or support for the creation and rwming of small businesses In scme cases 
subsidies for industries to rcstructurc arc graDled for a transitional period. For the period 1989 to 1993, a 
budget of approximately S 90 billion bas been planned for these purposes. Often, regional policy goes band 
in band with structural policy. The Eurt>pcaD lnvcstmeDI Bank plays a role in both EC regional and 
structural policy by granting loans to distressed areas within the EC. In addition, the EC allows national 
gow:mments to subsidize industry in such distressed areas. Plans to graDI such aids must ~ be 
submitted to the EC for prior approval and the EC refuses aids if they cause a marked distortion of 
competition. 

Analysis of EC regional prilicy for its sectoral implications suggests that it bas a strong impact on 
stee~ electronics and tcxtilcs, less so on footwear, and hardly any on the food sector. For the steel sector, 
regional policy measures normally were less directed towards the steel sector itself but to regions which were 
affected by the decline in steel production. For the electronics industry, training schemes and support in 
infrastructure ha~ been most importanL In the footwear sector, it is mainly Portugal thal bas bcncfittcd, 
ha\ing rccciYcd grants to the foo<wcar sector to master the transition period in the early inlcgration phase. 
Similar projects in footwear or other low-tech areas would probably be executed in Central Europe as well, 
O"re those countries join the EC. In the chemical sector, the restructuring of old and polluting industries 
1;: '>ccn of prime concern. 

H. HUJDaD raource deftlopmaat 

A number of EC programmes arc directed towards upgrading the human resource base. These 
programmes so far ha~ been mainly directed towards knowlcdge-inte~ sectors such as electronics or 
chemicals. At the other end of the scale ha~ been some low-tech sectors such as footwear. Apart from 
simply upgrading the skills of the EC workforce, the EC human resource policy also aucmpts to strengthen 
pan-European links and acatc a European identity. Programmes such as ERASMUS (for studying in 
universities in an EC member country different from one's own) or LINGUA (for learning EC laagaaagcs) 
or the PHARE programme, which includes countries of Central and Eastern Europe should also be seen 
in this light. 

I. General Impact of EC pollda oa EC ladustry aad developlaa countries 

At the sectoral lcvc~ it is clear thal EC policies pay significant attention to the electronics industry 
'.>ccausc this sector is regarded as crucial for the decades to come. A further reason is the revealed weakness 
of Europe in this area in comparison with Japan and the USA, and the fact that the EC is keen to remedy 
this structural deficiency. The EC is even ready to accept foreign (i.e. US, Japanese and Korean) 
manufacturers into the EC 10 make the sector more competitive. 

The next field for which EC policies have strong sectoral implications is stee~ followed by textiles 
and chemicals. The steel sector has been a problem :trea for more than a decade and, despite successes in 
restructuring. it is still in a fragile position u the recent downturn in the busineu cycle has demonstrated. 
The chemical sector is gcacrally well placed in Europe and bas shown over the years that it has a significant 
growth potential. Supportive EC policies are thm of lcu urgency in this sector . 
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Wit:t the advent of automation. the tCldilc sector is undergoing a slight rcawciy. In general, EC 
policy seems to be to protect the tCldilc sector for a few more years in order to pc it the chance to 
modernize and automate and thus improw: its cost structure (cut in c:xpensivc labour). 

For the food sector, only standards policy plays a major role. Higher standards could make it more 
diffic:uJt for de1tcloping countries to export proa:MCd food items to the EC. On the other hand, the Single 
European Market will increase demand for an C\'CD wider variety of food items. 

As for footwear, it is no longer regarded as a strategic sector wbic:h bas to be protected from outside 
competition. 

Although EC policies have certainly not been designed to support the industrializ.ation process of 
non-members, they llC"CrtheJess offer ~loping COUDlrics ample room to improve their performance. Apart 
&om some Asian NICs, wbic:h de facto are no longer coasiclered by the EC as 'developing countries' needing 
spc:cial support (which thus may lead to a far stricter trade policy], the Single European Market should offer 
signific.ant new trade opportunities for cbcloping countries in general. 
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111. THE IMPLICATIONS FOR INDUSTRY IN ASIAN DEVELOPING C~ 

--~~-

EC technology policy is important fOI' the electronics sector, for steel, chemicals and, to some meat, 
for tcnilcs (new fibres. textiles with new dwac:tcristics such as DOD-Dammablc etc.). Although prc
compctiti\oc rcscarch offers dew:loping countries in Asia some opportmUlics to make use of these prc
compctiti\oc results which arc often published in scientific reviews - gM:n the bigb lew:l of their technology 
absorption ability - the net results arc nevcrtbdcs.\ cxpcded to be sligbt1y ncpliYe for most industrial sectors 
of Asian producers. 

The most important R&D programmes of the European Community (such as F.sPRIT II or RACE) 
arc directed towanh the clcctroaics sector- aod ~as u apliOt aim to increase 'European' com~ 
ri.s-0-vis third countries. 

Ao R&D policy in electronics, if sua:cssful, would be to the disadwatagc of a1rcady more advanced 
countries in Asia as it would daallcngc the compctitWc edge these countries ~ been able to achieve OllCI' 

the past decade. At the same time, it bas to be cmpbasi7.cd that EC research is of a pre-competitive nature. 
Hence the complaint by European companies that research is not 'closed' enough. i.e. results can very easily 
be obtained by CDlerpriscs outside Europe. Dc\'Cloping countries in Asia arc wdl suited to take advulagc 
of these research results and to lraDSfor-m them into marketable products. The advanced Asian NICs ~ 
the ncc:cssary tedmologjcal iDfrastructurc as wdl as a large number of fJeDblc CDlcrpriscs to grasp such 
opportunities. The situation is a little more dif6cult for- South Asian COUDtrics. But they too haw: recently 
shown that they arc able to build up the necessary tedmological basis. 

Slightly diffcrcnl is the situation in the case of R&D in the chemical sector. Muy large European 
companies do not participate in EC-research activities and prefer in-house research in order DOI to share 
results wilh pOICDtial competitors. Chemical oompanies are less prcpan:d than oompanics in other sectors 
to allow competitors to look into their own R&D laborator-ies. Dew:loping COUDtries may lhus haw: justified 
reasons to fear falling behind in knowledge. But this is the outcome of R&D efforts at indUSlry lew:l and 
not of EC technology policy. Indirectly it may be the result of EC competition policy that fawurs the 
aeation of traDSDatioaal European corporations. A major reason why the EC allows such coagk>merates 
to emerge is precisely because of thcir ability to engage in large-scale R&D activities. Summing up, one can 
say that both the opportUDities as well as thc problems CODDccted with EC tcdmology policy in the area of 
chemicals are certainly of a far less signifJCaDt nature than those in electronics. Howew:r, thc overall impact 
may new:rtbeless be worse for dew:loping countries in general, and Asian deYcJoping countries in particular, 
as research is done less at Community lew:I and more in individual private enterprises with no information 
access for dew:Joping countries. 

Research into textiles bas rec.eMd less internationai attention but is DODCtheless of siga.ifacant 
importance. Whereas thc dolhing industry continues to operate in high-labour cost countries in Western 
Europe, R&D into textiles bas enabled the European textile industry not only to surviw: but to regain 
strength. Without such EC efforts in R&D, a large proportion of thc European lcxtile industry would have 
shifted towards Asian dew:loping countries. Some branches of thc textile industry (such as special lextiles 
for the space industry, inflammable textiles for military purposes etc.) have, as a result of research efforts, 
developed into a profitable high-tech industry in which high value-added can be ~-
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For Asian countries, the most importanl fields arc tCJtilcs and clectrooic:s.. In cJectroaics, the trade 
policy of the EC is still rather open and the Siugle Market will not c:bange this in any significant way. On 
thc coattary, thc opcnocss of the elcctroaics sector bas been identified by the EC as a prerequisite for 
modcrnizmg thc EC economy and thus increasing its global compctitiveuess. In elcctronics the Community's 
tndc policy focuses on openness in international trade rcblicns and 'fair trading practices'. Tbc emphasis 
on 'fair trading pncticcs' has ~ some ca\'CalS for the mon: advanced cbcJopiDg countries of Asia. 
The Communiry is alert to alleged 'dumping'.11 Anti-dumping measures are likely to gain in importanc:c 
in the years to come. 

Apart from thc danger of an increase in anti-dumping measnres. pressure oa deYcloping countric:s 
in Asia to open their markets for European equipment in the area of dectroaic:s will increase in the years 
to come. 

N~ the large Siaglc European Market offers produa:rs from deYcloping countries in Asia 
ample oppornmilies and. wilb compctilPc prcs.suRS growing in Europe, deYcloping countries in Asia are also 
likely to be oacc again winners in direct foreign Dm:stment and direct firm-t~firm cooperalioo. 

For texliles and clothing. the effects of EC trade policy for Asian dcvdoping ~ are more 
complex and in general less positive. The Multi-Fibre Agreement is an important impediment for further 
growth of the textile and clothing industry in a number of more advana:d Asian countries.. H~r. for 
Asian countries which are closer to the bqpnniDg of their inclDStrializatioa process. the Multi-Fibre 
Agreement offers some proccction for building up their own export-oriented industries.. The agreement is 
an inc.cnti\'C for more advanced Asian countries to shift parts or their production to DCigbbouriDg COUDtrics. 
At the sanu time. bowewcr, it impedes im~ents in intra-industry trade among Asian COUDtries.. 

AJthougb the Multi-Fibre Agreement will~ expire. it is likely to !akc another ten years until 
the tcxlile and dolhing sector is subject to general (i. c. far more liberal) GA 1T rules.. This transit.ion period 
will be used by European industry to regain compctitivencss via large-scale antomatioo.. As antomation will 
be easier in the textile sector than in dotbing. liberalaation can ~ be apccted to occur first in textiles and 
only later in clothing. 

Another problem for Asian d~ COUDtrics is the opening up of Easlcrn Europe. which offers 
wages comparable to those in Asia but bas the advantage of being gcograpbicaDy much closer to Western 
Europe, saving time and transport costs. Thus. EC companies which otherwise would ha~ dealt with Asian 
countries will be tempted to increase co-operation with Eastern Europe instead. 

In contrast to tcuiles and do«hing. trade in foocwcar is hardly restricted and a larger market in 
Europe will enable Asian deYcloping countries to increase their European sales. 

A Siagle European Market for steel products bas exisled de /octo siDce the foundation of the 
European Coal and Steel Communily in the 19.SOS. Thus. the SEM will not bring any signiflQDI change in 
this area. The Multilateral Steel Agreement (MSA) could bring a liberalization that would primarily be to 
the benefit of Asian ~loping countries. Howe\'er, opposition lo the MSA in Europe is still strong and the 
Single European Market is not likely to cbaDgc thc ncgutiating position of lhe EC in this respect. 

c. ..Yatmall 

One of tbe aims of tbe Single European Markel is lo raise the attractiveness of tbe EC as an 
iDYc6lmeDl Mic. ID particular, Japaacac iJniellmeat wbicb otherwise would ba~ been directed towardi A5ia 
bas bi:cn redirected towardi Europe as a result of fear or a 'fortress Europe' emerging. 

II 5ec VNIDO. 11w EJ«ft#Ues S«10r • bptn ~ M-1"" tlw lmpbc-.i of IM Smp ~on Martn {M 1"""""4tuanon 
., Drwloputf CC111118"1a. p. 13. 
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At the same time. European ~ent which otherwise would have gone to East or South East 
Asian countries has remained within the boundaries of the EC. Spain wl Portvga) were the main 
beneficiaries of lhis imcstmcat spree in the late 19ms. The next imcstment targets for European companies 
(in tcxlilcs but also in footwear wl c:lcctronics) will be Ccnlnl Europe. which has both a qualified wl 
cheap labour force. and the advantage of being closer to the EC lhan East or Sooth East Asian COUDlrics.. 
N~ East and South East Asian COUDtrics. as wdl as lbosc Asian COllDlrics closer to the EC 
(cspcciallyTmtcy), will remain areas of prime mtcrcs[ for EC ~CDl, especially for lbosc EC companies 
which operate in the world market. 

The only area in whXh the EC bas been rclUClUl to allow new ~ for capacity expansion 
was in steel This pclicy indireclly llOWC\-er hcJpcd devdoping countries - and Asian devdoping countries 
in partic:uJar - to cspand their capacities in steel 

D. Campditioa 

Part of the ratioaale for the SEM was that it would allow a1111panics lo merge ud enable them 
to become more compctiti\'e on a global scale.. EC competition policy rcpn:scalS a chalknge to deYcloping 
c:ounlrics' enterprises ud in particular Asian devdoping country enterprises. 

A sipificant number of mcrgcn haw: taken place in the food processing sce1or and lhis tread seems 
likely to continue. The 'liberal' c:ompctitioo policy of the EC (and/or irs member comdrics) has enabled 
large European corporatioas to emerge in the chemical sector and they iaold a firm grip oa the European 
market. Thus, competition policy has to be judged rather negatiw:ly for the chemical industrial sector of 
Asian dcw:loping COUDb'ic:s. Competition policy in the area of steel has been characterized ow:r the years 
by a strongly intcnentioaist regime. similar to that of the agriadtaral sector. The deep aisis of the 
European steel sector in the late 1970s and early 19'l>s Jed the Cammission to apply irs powers under the 
ECSC trcary to introduce a system of productioD q110bS and minimum prices. Akbougb the importance of 
lhcsc measures was subscqueally reduced in the late 19tlls following a nomber of steel plant closures and 
a temporary boost in demand in the late 1980s,, the EC is still in a position to introduce such intcncntiooisl 
schemes at any moment. Once EC companies haw: to reduce their production, there is not much chaDCC 
for dcw:Jopiag countries to cspand their aports to the European market, irrcspedivc of their compctiti\'e 
edge ow:r European steel producers. 

E. Stalldards 

EC standards have both positive and ocgalivc aspects for deYcloping countries. Open standards 
enable dcvcJoping coualrics in general - and Asian dcvcJoping countries in particular - to participate in global 
intra-industry trade. Asian deYcloping COUDlrics have already shown their ability to take ad¥anlage of the 
increase in intra-industry trade. The oagoing standardization of different intermediate products offers ample 
opportunities for the more advanced developing couatrics of Asia, especially in the cle4:troaics field. 

OD the other hand. industries in developing couatries do DOC participate in the standard selling 
process and saandards arc formulated from the poiat of view of European industry. Dew:lopiag countries' 
exports &om the food processing industries vc rCSlridcd in this way. In addition, new safety regulations 
in areas such as footwear have to be seen agaiml the background cf attcmpU by European indUSlry to 
maintain ground in some bigb value-added niche markets. 

f. EaYiroamaal 

Generally speaking. a stronger environment consciousness in the EC should work to lhe benefit of 
developing countries. and Asian dcYclopiag countries in particular. More strinpnt EC rcgulatiom on the 
eavironmcDt (implying bigbcr production costs in Europe) arc likely lo prompt a Dumber of induscries, 
including saccl aad chemical indllstrics, to leave the EC. ID order to prevent this, the EC is likely to demand 
ia fururc lhat producers outside Europe sbould alio adhere lo certain minimum cDYiroamcDtal standards if 
they wish to qualify for eKpOrting their products to the EC. Y ct even ii this occurs, Asian developing 
countries will be among the rust 10 be in a position lo fulf"d such rcquircm:ats. 
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EC rcgiooal policy bas thus far opcralcd iD bwm of ~pain. Portupl. Greece ud to some extent 
poorer areas in the south ol Italy, the north of the UK ud puts ol lrclud.. The textile and clothing indusuy 
as well as the footwear indusny thus rcccivcd special support iD Portugal and Spain ud this to some dcgrcc 
reduced the possibilities of Asian dew:lopiDg COUllbics to aciYantt CYCD lllOl'C rapidly with their pcactralioa 
of the European market. A similar pbenomcnoa can be found iD other scdors as well. H~. the 6rm 
EC policy of reducing steel productioa capacities actually provm very beneficial for devdopiag COUDlrics. 
in particular for Asian dew:lopiDg COUDlrics. iD tJw it reduced compctitioll OD world markers. 

H. 

Human rcsourcc ~ policy m the EC bas gained in importance OVCI" the past few years. 
Spccial emphasis is pen to bigb-cr:ch areas M&Ch as dcctroaics ud a number of bruc:bes iD the chemical 
sectoc ud iD the food sector (aldiough no· 'n food processiDg bat iD brandies such as bioreclmokigy). 

The emphasis OD imprDllCIDClll of human l'CSOUJ'CCS iD Europe incrcaKS the gap thal eDsa.s bctweeo 
Europe and dew:lopiDg COUDlrics. The more advaaced Asian dew:lopiDg comdries wbicb arc iD a good 
position to be able to give due regard to a.-an resomce devdopmcnt arc. of course, signifiaady bcncr 
placed and less affeded than dew:lopiDg a>UDlrics iD other puts of the world. 

L Gaeral lmpild f1l EC palida 

~..pile a number of polClllial clangers ( cspcc:iaJ1y arising out of EC trade policy). the gcaeraJ impact 
of the Sing.e European Market oa the ccoaomic devdopment of dcvdopiDg comdries iD Asia is still~ 
Asian COUDb :cs arc better prepared than most otbcr dew:lopiDg countries to participate iD the global intra
industry trade wilich tbc Single European Market will promOIC. It is expected dial about (JO per CCDl of 
additiooaJ trade iD manufactured produds arising out of the SEM (and from which developing COUDlrics caa 
benefit) will go to the Asian l'lllCs, China, the ASEAN COUDtrics and the South Asian COUDlric5. (Two-thirds 
of this additional trade. ~. is apcclcd to be reaped by the four Asian NICs (Hoag Kong. South Korea. 
Taiwan and Singapore); OD the other baad. these four Asian NICs will also have lo reckon with sipificanl 
trade dncrsioa effedS wbicb may more lhaD offset the trade: creation cffc:c1.)19 

In clcctroaics, the Siagle European Market offers signific:aul acw market opportuDilies. For 
cconomially less advanced Asian dcvdopiDg countries (i.e. aduding finl pcratioa NICs but iucluding 
second generation NICs). the fOOIWUr sector offers ample: opportuaitics to expand. and also for steel and 
chemical production lbc gcncraJ impact is still positM:. Asian COUDlrics are ccrtaiDJy also iD a position lo 
expand their food trade with the EC. pa rising COllSUlller demand for the 'aotic food' and 'bc:alth food' 
segments in which Asian comdries ~much lo offer. H~. iD the lCllile and dotbintt sector Asian 
countries (bodi finl generation and second pcratioa NICs) migbl DOC bcacfit as mucb &om rising 
European demaad as iD the past.. uaJc:ss the Multi-Fibre Agreement is terminated in the acar future. Ia 
additioa. Eastern Europe 110W offers a serious altcrm~ for labour-imcmi\ic production lines and bas the 
advantage of closeness to the EC market. which in limes of increased automation in Western Europe offers 
more flexibility in the implcmcnlalioa of a 'quick rcspoas.c:• strategy. 

19 All8ll NIC.. ASEAl"i~ 011111 and IOUCll All8ll C'Ouecna: llOC llldudcd arc Wac Allan C'Ounlna. 
Sec Sflclla Pap. 5-" uy/ICOMN of F.,_,, IWZ p MvrlopMf COWIMa. quoccd 111 Cl'lDO. lnd1111ry and Dewe1opmcn1 Global 

lt.cpon 1991/92. ' 
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IV. TIIE IMPLICATIONS FOR INDUSTRY IN THE ARAB REGION 

A. TdJlohv 

For Arab countries EC tedmology policy docs DOt offer too many opportunities. Advuccs due to 
EC R&:D efforts in chemicals would certainly put Arab counuics al a disadvantage.. The same applies to 
steel T eztiles arc also acgatMJy affected since as a l'CSl1lt of tedmolog;cal advances arising OUI of EC R&:D, 
Arab countries cu no 1oagcr bcae& to the same exleat from low cost labour as otbcnrise would have been 
the case. 

Given the low protcctioa of the fOOlWCar sector, the Single European Market offers ample 
opponuniries to Arab countries to spcciaJizc in footwear. Oualily still aecds to be upgraded but Arab 
countries have already started to prOll'C tbal they arc able to compete in this sector on West European 
markets (after having supplied East European markets earlier) and the SEM will further ilaprOll'C Arab 
countries' abilities to do so. Low protectioa of the EC martc:l should also prove an adva:Jrage for Arab 
COUDtrics in some fields of cJectroaics and in the food sector. Less dear is the situalioa in the chemical 
sector. Altbougb overall tariffs arc low, Arab COUDtries (cspccillly Gulf comdri.;;s) find it bard to uport to 
Europe because of DOD-tariff trade barriers estabfishcd CM:I' the last few years. In .ddition, large 
m11kinarionak, wbic:b have a firm grip on distribution channels in Europe:. have their own refineries and 
petrochemial plants in Europe and. so long as these plants suffer from low c.apacity Dhhtion rates. Arab 
uporters - despite modem factories - are al a dear disadvantage. u~. stronger eaiaomic growth in 
the EC due to the Single Market couJd increase capacity illtOzation rates of European factories and any 
further demand would then lead to significant incrcasc:s of imports from Arab COUDlrics. Thus the overall 
implicatioas of the SEM and EC trade policy in the field of chemicals have been assessed as 'aeutrar for 
Arab COWllries. 

One crucial point in this coancctioa tbal calls for a solutioo oo a global k'el is the question of 
'dcpreciatioa c:batge5' in pricing producu. The singular situatioa with which a number of devdoping 
countries are faced is that their modem factories stand idle and arc de /octo DOt allowed to eq>ort to Europe 
wbilc old fa-:tories (in the EC and other ~ COUDtries) may work al full c.apacity IS they - legally -
do DOt have to prOYidc for any clepreciaticD tbrga in tbe prices of their producu sold, oacc their factory 
bas been written off; they can sell their producu al variable costs whereas in the c.ase of devdoping countries 
such actioa would pr~ anti-dumping measures. 

c. lcmsemmt 

The implic.atioDs of the Single European Market for i1M:stmeat in Arab COUDtrics should be positive 
for fOOIWCar, and still positive for tCJlilc and dotbiDg. W"atb pawing c:ompclitiYeaess in the EC market. 
European fll'IDS will have to look for new productioa site1 for their labour intCDSivc lines .:>f production. 
especially in dolbiDg and foortrtear. Tune CODSideratiom play an ~ more importaDI role and thus Arab 
countrie5 (especially M~.gbreb countries) can benefit from proximity to the EC. Espec:illly for temporary 
aportation, similar treaties to those with Eastern Europe exist with the result that a couple of Mapreb 
countries (Tunisia and Moroa:o) are well placed for fucure European inYCstmeot (e1peaaliy from France). 
T ogctbcr with EISlem Europe, Arab COUDtries are generally wdJ placed for increased European investment 
(although in tbe overall inaease a shift away from Arab COUDtries aod towards Eastern Europe has to be 
apected.) Alt.hough many Arab countries are ideal ilMstmeDt sites for !be chemicals (mainly petrochemical) 
industry, European investment will DOI increase 5ipificutly so long as trade barriers between Arab countries 
and the EC remain. A ftee trade agreement bdwun the Gulf coualries and tbe EC is UDder negoaiation. 
but DOI yet agreed. 
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D. Cempdilio9 

EC compctitioo policy, wbich is leading to gJCater CODCCDlralioa of firms in the EC. may rcduc:e the 
negotiating power of Anh firms. Improwcd CCODOmics of scale in Emopcan firms will in rdalivc terms 
wukca the compctitM posilioa of Arab catcrpriscs. These trends uc particularly lllCplfte in the food 
sectoe as well as in chcm.ic.als and steel Yet this 'liberal' competition policy is not significaar foe the 
fOOIWCar sector, where economies of scale uc already bc:ing ac:bieYed in small production units. Thus for the 
fOOIWCar sectOI' EC competition policy does not ~ any ocgalM implicaliom. 

E. 

Higher standards uc an aprcssioo and a coasequcacc of the growing •quality oonscioosncss· of 
European coasumers. Tbc Single Europcan Market - althouglt not clirccdy n:spomiblc - is accdmtiag such 
treads. High EC staDdards are not nccrssarily to the advulagc of Anh comdrics. High standards foe 
manufactured products. in particular foe manufactured food producu, act as a barrier to trade. Because of 
the prozimity to the European market and thus low transport costs, Arab countries sbould - in theory-~ 
better cbanccs thu other ~ regions of sdling their maaofac:turcd food products on the EuropcaD 
market. Ahbougb noo-tariff trade barriers in the food sector are still lower in the EC thu in the USA or 
Japan. standard, as well .s quality tc:sting. requiremads and other liOll-lariff trade barriers ba\'C been 
estil:iatcd lo be equal to tariffs of 33 per CCIII, i.e. far ~ than in other sectors of manufacruring. where 
the tariff equjvalcnt wries betwcea 2 and 8 per cea1.20 The only accplion is the clectroaics sector where 
standards are a precoadirioa for producers &om Anh countries wisbiag to specialize in certain aicbe markets 
and provide European manufacturers with tbesc products. The more standardized the productioa process. 
the mo:c opportunities exist for Arab producers to participalc in intra-industry trade with the EC. 

F. ~ 

In common with other developing COUDlrics, high EC caviroamcatal standards are positM fo .. Arab 
COUDlrics. Particularly in the chemical iac.!ustry, bigber European standards will increase production costs 
in Europe and may prompt European firms to leave and coaa:ntrate their industrial actMties dose to the 
EC market in Arab COUDlries. The same may also be true for stcd companies and for the lestilc aad lcalber 
industries. Indirectly, this pbcnomcaoa would thus also positMly affect the Arab footwear industry. 
Furtbermore, sound eaviroamcatal policies in Arab COWdries bordering the Mediterranean are of vital 
interest lo the EC. An EC programme (MEDSPA) for the protectiou of the Mediterranean eaviroamcat 
(loWling ECU 12.8 million) has already been started, and the Arab COWdries sbould be able lo benefit in 
oae way or another from this. 21 The ENVIREG programme may be another po$Slbility, since it allows for 
DOD-member participation. 

This ~ assessment. as far as Arab COUDtries are conc:erned. of a stricter environmental policy 
in the EC dOC5 not rule out some ncgatiYc Ude effects for some oil producing Arab c:ouatrics if EC 
eaviroameDlal policy should prove suc:cessful. A successful eamroamCDtal policy includes savings OD 

eaviroamemally harmful sources of cacrgy, iDc:Judiag oil.22 The planned combined caergy and carbon 
dioxide tu is one of a series of measures proposed by the EC Commiuioa to st3bili7.c C02 emissions at 
their 1990 bel by tbe year DX>. This new tu (US-S 10 per barrel by the ~ 2000) - if introduced - should 
gradually inaeasc the ccmronmcntal elemcat in the tu system. Parallel to the new tu, a number of tu, 
incentives aad 1u reductions would come into being (some of them also ea>logicaUy oriented) so that the 

lO Sec Molle. W .• 71tt Ec-s of £""1pftlll I_,,,,.,,,. Tlblc 19.2. New Tariff Barrier cquivalc111& (in pcrcc1111F5) for varioul 
cou111na llld producu. Hanis (UK) 1990. p. 445. 

21 Sec Bullcup qi 1bc EC. (Mcdspa) 12/1991. p. 91 

Z2 A pncral piusn111me Oii Co1111nu111ry CllC'IJ 1vpplia ~red ._rdr °CIMl'OlllllClllll COlllplliblliry" will be IUbtllillcd bJ Ille 
Corn111- Wl!lllll 1991 

Sec BuQsqp o( lbs EC. 9/1991. p. 24; ICC lllo P"""'- rDolllliofu Oii-.>' oll4 tlw ~. in OfliW! Joyma! qi dK l!C. 
C 113. 15 July 1991 ' 
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ovcnD tax burden will DOl be incrcascd.. Odlcr proposccl actions, such as speed limits, cbargiDg of 
coviroamental C05lS in lUeS OD oommercial vdUdes and private cars, minimum insulatioo standards. stronger 
emphasis OD rcsc:arch and tcc:hnological dcvclopmcnt programmes OD reducing cmissiom etc.. aka aD:n al 
reducing energy consumption. and promoting cncrgy cfficicnc:y as well as tbc use of eucrgy sources with 
1ower COi emissions. i.e. a oa.n 

EC rcgioaal policy. favouring its own member countries such as Spain and Portugal, indirc:ctly 
reduces tbc anracti1ICllCSS of Arab COUDlrics as produc:tion sites or trading partacn. Furthermore, regional 
coosidcratioas also play some role in the overall bd of protedioo wilhin the EC. Wllhout the southcm 
EC members in particuJar and coosiclmlioa of their ccoaomic advaDce wilhin the EC. tbc EC would in 
many areas follow a much more open trade policy that would benefit Arab countries. Especially for 
dlemicals. the EC is UDwilJing to sac:rific:c its low-tech. mass productioo industries in pcripbml EC countrics 
in faWMlr of more competitive Arab producers. 

EC human resource dcvclopmcnt policy, iwomoting ovcnD skill lcvcls and especially high-tech linc:s 
of production. will increase European compctiti\'CDCSS llir+llir odacr producers. This applies to ~ 
coontrics. including Arab couatrics.. The dcctroaics and chemical sectors arc particularly affCClcd. A wdl
traincd and highly responsible workforce. aware of the potential coascqucaces of its activities, has become 
a ncccssary prerequisite for capital- (and risk-) intCllSM modern production linc:s. Althoup sigDilicant 
imtwovcmCDts ~ taken place in this rcspcct cwcr- tbc pasl lWO decades in Arab COUDtries, dcmancls OD 

human resources ~ inae.ascd as well and the polcotial risks in cooocctioa with human ncgfigrncc have 
multiplied. In imprOYing the human resource base in Europe, the EC is eager to keep its competitive edge. 
Human resource considerations have actually prcvcntcd a number of European firms &om leaving Europe 
despite high wage costs. This is especially true of cbcmic.als ancl some sopbisticaled fields of electronics. 

L Galen) Impact of EC pollda 

Despite a number of policies whlch might put Arab countries al a disadvantage, tbc impact of EC 
policies should be slightly positiYe. Because of dosenes.s to tbc EC market, as well as the c:onsciousness of 
EC politic:ians that Europe has to play a more prominent role in the wider region (to take account of 
demogJapbic trencls and reduce the level of environmental pollution). a more CODSOlidated EC is not in a 
position co deny its Arab partners better access to its markets. ID addition, the EC is dependent upon Arab 
oil ar.d this dependency will inaease in !be years to come. In all sectors uncler coasiderabon. the impact 
of the Single European Market for Arab countries should be al least slightly positiYe. For proc:essed food 
products. the EC i~ certainly a poteDlial growth market for Arab products. provided Arab producers are 
prepared to comply with sometimes very demanding EC standards. Arab food is already starting to be 
boWD in Europe ancl in the Single European Market demand for~ more diversity- as projections show -
will certainly inaease. 

2J Sec~'"""°" ... miiuiofu, Bu!lcl!p g( lbc EC. 9/1991. 
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Projections for the 1113Dufacturing sector sec the share of Mediterranean a>uDlrics (i.e. Arab 
COUDlries as wdl as DOD-Arab COUDlries such as Turley, Isncl. Cyprus and Maha and the former Yugodavia) 
and OPEC COUDtrics (i.e. mainly Anh COUDbics as wdl as a few COllDlrics in Asia, Africa. and Latin 
America) benefiting from trade creation wilhin the SEM. Their share is cstima!cd at around 28 per cent 
of total increased trade muufacturcd products arising out of the SEM.34 

f<ll' OPEC COUDlrics. additioaal trade in raw materials , and in oil particularly, as a result of the 
SEM will, ~. be about three times mOl'C important than increases in manufactured csports. In 
coatrast, Mcditcrnnean countries will benefit twice as much from trade creatioo in manufactured exports 
as from incrcased primary goods czports. E\al taking pcmible trade clivcrsioa effects into aa:ount, the net 
result for both Mcditcrruean and OPEC coantrics is still dearly positive. 15 

lo4 AJl"°"lt' Ille iwo 1JOUP1 ol Mcdiicmncan 1nd OPEC countria arc no1 ldcn1ical witll Anb coun1ril' '· 111c bul~ ol 1llae rwo IJ'OUJlli 
an: Anb countria and tit• there ia IOlllC jUAifa1ion for lllli111 Ille IWO poups •a ''"'°'"c for 1'1C poup ol 'Anb countria'. 
Mancwcr. Ille EC doCf nae ~ 1 policy on 'Anb coua1na' bus n111cr 1 Mcdiicmnaa pot.~ illtluoiia1 Anl> rou111ria 111d 111c 
Mlprcb rcp>a •• Mii •• policy Oii COUllUia wllidl ll'C lllClllbcl'I of Ille Gulf c.oopcnlion c:. 'llncil. 

1S 5c.c Pap. Sllcill. s- implicotioM "'E.""'JW 11)1)1 for "-lopillf COtllllria, ill UNJOO G!Qbe! >oe.lllUl. 1991/92. p. JS. 
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lmpUc:atlam el Slm&lr Euopeu Marlld poUda fer Anh C01111bies 

EC Policies Food Tcxrilcs Footwear Clicmicm Steel 
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V. TIIE IMPLICATIONS FOR INDUSTRY IN SUB-SAHARAN AFRICA 

A. TedUloloCJ 

EC research results bclp to impr<WC the competitive position of European industry and by dcfinitioa 
this reduces the compctitM strength of industry in other countries. including dcvcloping counlries in sub
Sabaran Africa. N~rthclcss, given the import substitution strategy of most African countries and the low 
value of industrial exports to the EC. the ncgatM implications for African countries of EC policies on the 
Single Market should not be rc:gardcd as too sigoificaDt.26 

In the field of electronics, positi\'C and ncgatiYc effects will c:anccl each other out. Strong research 
efforts by industrialized COUDtrics make it ~ more difficult for African countries to l-.. iJd up an clectroaia 
industry of their own. On the other band, due to global research efforts wbKh also include research efforts 
in the EC. the prices of electronic equipment ~ dccrcascd dramatically thus enabling rclativdy poor 
African COUDtrics to make use of modem equipment and to ralioaalize their production proccsscs. In 
communications technology, advances made through global research enable African countries to make a 
significant leap forward without having to ~ heavily into modem tedmology. The lack of reliable, 
widespread tclecommwrications services in dcvcloping countries has pr<Wed to be a major coasuaint to 
industrial development and it is obvious that sub-Saharan African COUDtries ha"VC !o build up their 
tclecommUDication network if they want to participate in global economic development and avoid further 
marginalization. Recent progress in telccommwrications technology - a result of global research efforts 
(including those undertaken by the Eq - has been such that it offers significant compctit!vc advantages for 
latecomers and thus also to countries of sub-Saharan Africa. 

The steel scdor is aaother example of a sector which offers opportunities for latecomers. Direct 
reduction tcclmology, for example, will significantly improve the cost structure and thus the competitive 
position of new planlS.. This technology is only feasible for new plants and many of these new plants will 
come on-stream in Africa in future years. 

For the food sector in particular, EC research offers opportunities for marketing and selling new 
produelS.. H~r. such research tends to conccntrate more on food (e.g. the agricultural sector) than on 
food procc;ssing (e.g. the industrial side of the food sector). 

B. 'frade 

Given the s~ relations of sub-Saharan African countries with the EC within the framework of 
the Lomt Convention, 'l7 African countries arc - from a legal point of view - better placed than other 
developing countries to benefit from the Single European Market. la particular, the industries in the more 
advanced African countries should be able to reap benefits from the SEM.28 There arc no rcstricticns on 
industrial exports so long as products originate in Africa. (South-South co-operation bctwccn African and 
Asian countries is, however, made very diffacult bccaU5C of strict rules of origin, which in a number of cases 
have prevented African manufacturers from entering into new production areas, cspcaally in the field of 
clcdronia.) 

26 Sec UNJDO, /mp«I of IN Single EEC Markn of 1992 on ~g COllllll'ia, Global Rcpoa. 1991/92. p. 38. 

'l7 The latCll Comlelllion, Lomt JV, - lipcd ill December 19119 and Clllercd illlO force 1 Scpcember 1991 after lhe nllirlCAlion by 
the 12 Member States or the EC and the SC ACP countria. (African, Caribbean and Pacific island cou111ria). All 1~har1111 African 
countries form 111n of the Lomt Comlention witll the elCCplion of the Republic ol South Alnca. 

Sec £lfllY illto fore' of IN {ounll Loml Conwn0on, EC Bul!clig. 9/1991, p. SI. 

28 A p>d eamplc ol clilli111 pollibilitiCI arili111 out of the Lomt Conw:uion for tile more ind1111rializcd countries in Africa ii 
Zimba"°". After joi11i111 the LorM Comlention, Zim""'°" - able to boost iii cxporu IO the EC. Between 1982 and 1987, Zimba•'• e.poru 10 Ille EC illn'CUed from ECU J.8 million to ECU 48.4 million with major cllpllllicw i11 non-1niditional cxporu. 

Sec Riddell, Ropr. T1w aprlUion of w-tnldilioltal aporu. ia De f.ouricr No. 127, May-June 1991, p. '8. Anocllcr po.iliw 
CJ111mplc 11 Maurili111. wtlich ha& been Ible 10 booll i111utilc exporu 10 1he EC bccauac of the mactc1 1«ea panintccd in Ille LotM 
c.onven1ion. Sec McOuccn. Mallhcw, Succa.sful opon diwrsifktllion 11""6 °"""" condiaoru, 1n Jbe C,gurtcr. May-June 1991, p. 74. 
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In many cases, African COUDlricr. arc only in a position to supply the European market because of 
export restrictions on Asian c:ountrics.. This situation also acts as an inc:entM for Asian producers to shift 
production to Africa. 29 If the impetus for global trade liberalization were to be lo&, and the Uruguay 
Round to founder. prcfcrcnlial treatment for industrial African exports would remain intact. 

C>Yerall. the Single European Market should help to boost African food exports to the EC. 
footWcar is another sector for which there arc ample opportunities to apand ahhough the quality of n~ 
materials (leather) bas still to be imprl)\'Cd in many African COUDbics. For tc:xliles and clothing, the qi .D 
system for NICs within the framework of the Multi-Fibre Agrccmcnt offers African countries e..;--:t 
opportunities which they ~ r.ot yet fully grasped. The real problem for African manufacturers is not EC 
legislation but their limited abilities to pcnctratc the European market. At least in the first phase. dose ~ 
operation with European partners, which have the necessary distributioa channels. seems to be necessary 
even if this might mean that a significant part of the total value-added remains with the European partners. 

C. lnftStmmt 

Given the ample opporl'.mitics within the EC itself and ako in DCigbbouring Eastern Europe. there 
will be limited scope for shifting production to Africa. Infrastructure is often not in good c:oaditioo. wages 
arc not as low as in some Asian cownrics. and support services often inadequate. There arc. of course. some 
exceptions. In couotrics with abundant raw materials. there will always be an argumCDl for shifting 
production from Europe to Africa and engaging at least in some early phases of processing Gradually, 
therefore, African couotrics should try to raise their share in the total value-added chain. 

There is. for example, a strong case for moving iron ore processing activities to Africa. to be 
followed by steel production in the subsequent phase:. AJthough steel production is still at ocgtigl'blc lc:vcls 
for the time being, the African steel industry is gaining strength as a number of new plants based on modem 
technology will come on-stream in a few years time. Once thc:sc: companies can prove their profitability, 
European firms arc likely to follow suit by investing onc:e again in Africa. 

footWcar is another sector that could sc::e some new investment from EC firms. once African leather 
bas become a quality product. A number of projects, including UNIDO projects, aim at improving the 
quality of leather in African countries. 

D. Competition 

A further concentration in the food sector in the EC is not necessarily to the advantage of African 
manufacturers. Similar arguments hold true for the chemicai sector and for textiles. As discussed in 
coanedioo with other developing regions, footwear is not rcally affected by EC competition policy and this 
remains the case of the footwear sector in African countries. 

For the steel sector. the overall strong competition policy (including subsidies for capacity reduction 
in Eur~) bas opened up new possibilities for African producers. 

E. Standards 

More than other regions. sub-Saharan African countries will fmd it hard to fulf&J ever higher quality 
llaodards. This statement applies to nearly all sectors. African countries already have some experience with 
demanding EC llandarda for slaughter houses. which need spccial EC certificates in order for meat to be 
exported to Europe. However, to the extent that fulfilling the requirements entails a quality upgrading, this 
bas positive aspects. Moreover, meeting EC standards gives acceu to a very large market. 

29 Mauriliua u 1 aipatory of Ille I.amt Conwn1ion ii 1 FOCI eample fll 1 country benefiuins from &ue11 production &hifu. Some 
Hons Kans 1cx1ile 1nd prmcnea; producen &llifled produelioa co M1uriti111 bcca11&e of EC quoc. nplltionl on Hons Kons producen 
llld 1b111 eot1tribu1cd co Ille 'Maurililn 1ucca1 &Cory' in Ille l9llOI, inilillins 1 llrp-tc1le indu&lrilliDlion piwca in 11111 country. 
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However, the only cxceptioa for which standards play an unambiguously positive role is in 
c1cctronics. In tJm cue. EC standards offer cbelopiDg countries in gcncnl (induding African countries) 
the opportunity to participate in intra-industry ttadc by supplying specific items to European dicDlS. 

F. F..nYiruameat 

An ovcra!I stricter EC cnviromncntal p'llicy would benefit African COUDlrics. Not only would this 
lead to a number of industries shifting away from Europe to countries with less strict rules. thereby 5'arting 
a general industriali7.atioa process; strider cnmoamcntal rules in Europe would also cbangc the nature of 
industrial inpW. and in many cases African countries could bcnc6t from such change& Stricter 
environmental legislation in the stccl sector would, for CDmple, lead to a sbrinting of sinter production and 
cote production in the EC and to an expansioo of these ac:tivitics abrod, including A&ica. The more c:ostly 
pclldizing process would substitute to some degree for the siatcring process, and the use of more pcDct feed 
for blast fumac:es in the EC would bring more money for some dcvcloping COUDlries, including A&ica, than 
the mere delivery of iron ore. The use of direct reduction would boost natural gas al the ClpCmc of EC coal 
and tbcrc would be a movement of some processes to iron ore producing countries, many of which arc in 
Africa.30 Similar coasidcratioas come into play in otbcr sectors; for cumplc, some processes m the textile 
and chemical industry might be shifted to Africa. 

For food exports, OD the other band, stricter EC rules on the cnviromncat might also oblige 
cle\ocloping coWllrics in Africa to fulfil new requirements, thus imposing additioaal costs OD them. The 
European consumer shows a high awareness of environmental problems and is concerned with the 
environmental impact of the food items he or she intends to coa.sumc. In more general terms. additional 
costs for African countries arising out of EC environmental legislation will fall mostly in sectors that arc 
closer to final consumption. For all other sectors, African countries should be dear winners. 

G. Reafoul policy 

EC regional policy has only some minor negative implications for African countries. Sub-Saharan 
Africa is less affected by EC regional policy than, for cumple, Arab couotries because the sectors supported 
in disadvantaged regions arc generally of less importance to the economics of sub-Saharan Africa than to 
the much nearer Arab countries. In smrc cases African couotries can even benefit from a successful EC 
regional policy as the Community retreats from sectors which arc no longer viable in Europe because of high 
wages. An example of this is the "Rctcx" programme of the EC, which aims to diversify production in EC 
regions that arc heavily dependent on the temlc and clothing industry.31 Part of the programme involves 
retraining employees in the textile and clothing industry to enable them to shift towards other sectors of the 
economy. Similar schemes also ciDst for the steel sector. 

JO Sec UMDO, JM S1«I S«tor · &pm Group M~tting on the lmplictllions of t1w Silfgk Eutoptan Marlm {"' 1""""1ializl in 
Dtvtloping "'"Nria· pp. 12 rr. 
31 For poccncially viable finna, Ille 1e11in1 up of ca ma of ICM&en ( ApUially in prodllClion ind formulation ind implemencacion of 
modcmiution plana) u "11 u cninins Kllcma and*"" co riA tapical ill roracen. Thill clearly •hon 11111 noc only diwllifation 
bul allo 1trcnpbenin1 or Ille KCtor ill an obj«liw or Ille propamme. 

See Bu!!ctjn o( tbc EC· 10/1991, 1.2.36, P· U; ICC allo C'.ounc:il Replacioa No. 41'453/88 layins down proviliont ror implementins 
Replalion No. 2052/88. M rcprdl co-ordination or ICtMUCI or Ille ditrcn:nc llruc:tunl (undl 1mon1 lllemac!Ya 1nd Oii Ille 
opcntiom or tlle European l1M1tmen1 B.nk 1nd ocher cliltins financial i1111rvmcn11, ICC Qffis:jl! loumal of tbs; EC. L 374, Jl 
Dctcmbcr 1988. 
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In common with other ~ regions, a succes.Wl EC human rcsour.x cbdopnent policy 
deacLcs - in relunc terms - the anradMncs.s of A&ica u a productioa site. Especially in sopbistic:aled 
areas of cJcctroaics wl in some high-tech areas of the chemical industry die gar bas even widened.. The 
real problem in many African states is lo create lhe necessary c:ritical mas of qualified manpcvt'U lhal will 
lead 10 companies inYcsting in Africa. The inm:ased a1tradMnc:ss of Europe due to lhe Singk Market 
effect may aa:cntuate lhe bnin drain from African COUDlrics and compound lhe problem. The altradMacss 
of lhe SEM (or rather its bumaa resource policy) brinp .-i. it the danger lhal these general leadmcies may 
further aca:DlUale the bnin drain from Africa to Europe. 

L Gmenl imped f!I EC polides 

A more vibrant European market. togclbcr with the easy market ac:ccss lhal African industry enjoys, 
should enable African producers to benefit from lhe Single European Market. Nonetheless, Africa caaoot 
count on any significant boost in EC im'cstment in lhe short term. The dccisioo of wbetbcr to invest in 
Europe or in Africa docs DO(, for lhe time bciDg. work to the advantage Gf Africa. The SEM bas dearly 
strcagtbcncd the position of Europe and weakened the posibon of sub-Saharan Africa and other regions in 
dUs respect. 

Among the sectors under imcstigatioa, stcc1 and f~ arc wdJ placed for pcactraling a more 
buoyant European market. TCllliles and dotbing arc also ir. a good position to bcaefit from the Single 
European Market so long as the Multi-fibre Agreement remains in force. Despite higher standards for food 
Items, Africa's food proc:cssing industries should also be able to clisawcr new market niches once they can 
meet the demanding quality standards.. 

Equally important arc the indirect effects of the Single European Market for African industry. A 
more buoyant European industry will first of all need more natural resources and in dUs respect Africa is 
~ry well endowed. Africa, being able to generate more income from raw material exports to Europe, will 
also ~ in a better position to build up and modernize its own industry to satisfy rising local demand in the 
African markct(s). 

Some projections sugest that African industry may benefit from direct trade acatioo arising oUI 
of the Siaglc European Market to the cztcnt of 5 per cent of the overall benefits for dcvdopiDg countries. 
This share is similar in si7.c lo the benefits countries of South Asia or the countries of the Magbrcb region 
can cxpccl. Howc~r. sub-Saharan Africa can cxpccl additional trade acatioo from primar;· ~to a 
much greater cztcnt than South Asian or Magbrcb countries. The additional value of primary exports is 
apcctcd to be aboUI 70 per cent greater than the additional value of manufactured products. In the 
Magbrcb countries, additional primary exports will be 34 per cent lower than additions of manufactured 
exports, and in South Asia additional raw material exports due to SEM arc apccted to amount to less than 
10 per cent of additional manufactured exports. Given dUs basic structure, sub-Saharan African countries 
will also be less affected by possible trade diversions than other developing regions. Although projections 
point to the danger of trade diversion being stronger than trade creation in a number of Asian countries 
(especially in the NICs), the OYCrall effect for sub-Saharan Africa is clearly positive (more than 2 per cent 
of the value of exports going to the EC).32 

32 Sec Pap:. Sheila, S- implicatiotls of £ll"'f# 1992 fM dtwloping counllies. in U~100, GIQb•I Ri;pors. 1991/92, p. 38. 
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VI.. 111E IMPUCATIONS FOR INOOSTllY IN IATIN AMDUC.4 

0vmD. a suca:ssful EC 1cdmology policy might widen lhe lccfmolc9al pp bdwml Latin 
American and European producers.. Nonetheless, a number of Lalin American COUDlrics haw: lhe potential 
10 make good use of European UD results lo extend lhc fields of appliailioo of modern tcdmology. In 
some cases, EC rcscarcb bas already assisted Lalin American counttics lo build up new esport iDdmtrics 
by transforming traditional goods with high-tech production and logistics systems inlo high value-added 
ialCllSM esport items and forcip cri•nge earners. 

In coatrasl. in chemicak, EmopcaD companies seem to haw: slcJM:d clown tbc:ir rapid expamioa of 
production capacities in Lalin America in lhe 19n. Among a number of rcasom. lhe dcYdopDcal of new, 
~ capital and human resource inlc:nsi\'C tedmnlagics no longer' pc Lalin America a special compc:tilivc 
edge as a production site. Thus. progress in rcsean:b bas indirectly bad some negatWc implicalioas for a 
number of Lalin American COUlllries in rcceDl years. 

B. Trade 

Trade bdwml the: EC and Latin America is sbll far from fulfilling its poteatial In general, Lalin 
American countries, baWtg opened up tbc:ir domestic markets, ba\'C expressed disappoiobnent that deYeloped 
countries, including those of the EC, did not similarly open up f« Latin American products. Manufactured 
prodUCIS slill oaJy aCCOUDl for sligbtly more lhan SO per ceal of total esports to lhc EC.13 Trade 
libcrali7.atioa in Latin America (muimum duties were reduced in many countries lo 40 or SO per ceal) bas 
already impr<Wed lhe quality and inleraatioaal com~ of Latin American induslry. But the results 
would have been even more imprcssM: if deYeloped countries bad followed suit. 

NCYCrtheless, on the sectoral ~ the Single European Markel is expected lo bring some positive 
results for manufacturing enterprises in Latin America. Sligbdy positive results are expected to emerge for 
the food processing industry, lhe footNcar industry, the electronics industry and lhc steel mdustry (due to 
an overall increase of demand in Europe). together with an imprO\'Cmeut in lbc clothing sector (due lo the 
abolition of natiooal quotas which de facto hampered export efforts by a number of larger Latin American 
countries). 

Allhougb lhc Latin American foo«wcar sector will hardly be in a position lo compete against Asian 
suppliers on price in lhc European Markel, it is well placed to compete on quality, given lhc high quality of 
lealber available in a number of Latin American coUDlries, and sophisticated export-oriented shoe industries 
in Brazil, for instance, 

c. lavestmeat 

EC invcslmenl policy will not have signifJCaDt implications for Latin America. Far more imponaat 
will be the Latin American foreign investment policy. This policy will be crucial to lhc decisions of European 
enterprises as to whether to invest in Latin America or elsewhere. In addition, successful regional co
operation in Latin America (such as MERCOSUR) or free trade agreements between lhc USA and Mexico 
(as pan of NAFT A) which could also include Chile, Costa Rica and other Latin American countries at some 
later stage, would be far more decisive for EC investment in Latin America than any official EC policy in 
dais respect. 

However, it is evident that lhc launching or the Single European Market project in 1987 bas re
directed investment fuads away from other parts or tbe world (including Latin America) towards the EC, 
altbougb this re-direction seem1 to have already reached a peak. 

l3 Sec UNlDO. Global Rcpon. 1991/91 p. JI. 

\. 

• 
t 
t .. 



.. -
1#- • - -

D. c .. peddea 

In tbis area again. the gcaeral point may be made that larger EC enterprises will mean greater 
competitioa on world mukCls fOI" Lalin American enterprises. This may ~ be the me in the chemical 
scdOl", lcss so fOI" food processing (where Earopcu firms only form a coaalcr waghl lo large American and 
Japanese firms) (JI" lcniles and clothing 

H~. lbe overall impact of EC compc:tilioa policy is ralhcr negligjble for Latin American 
COUDlries. 

E. 

In common with Olber devdoping regioas, EC standard setting policy offers new opportUDitic:s fOI" 
Latin American companies in cleclronics.. On lhr · ·dole. staDdanls acl rather as a burier lo lradc. In onlcr 
lo meet IUgb EC 5laDdards. a signifinnl improvrmcal in the availabilily and qualily of •inclustriai sc:rvicrs• 
is also aecdcd.. Nooethelcss, uniform EC standards arc easier lo comply with tban differen1 nalioaal 
studards in individual EC COUDlrics.. 

F. 

A men suic£ EC enviroamenlaJ policy should work lo the advanlagc of devdoping COUDlrics in 
gcacral. including lhose of Latin America.. For processed food aports, the stronger ecologjcal awareness 
might. ~. lead lo some changes in the consumplioa pattern. possibly implying some expensive 
modificalions for Latin American countries in order lo comply with these rcquiremCDlS in the medium lerm. 

G. .....policy 

EC regional policy bas littJe impact on Latin American COUDlries. H~r. lhe minor effects dial 
do exist are negative rather tban positM. 

H. H .... raoafte deftlopmatt 

A successful human resource policy in Europe implies a relatM: loss of competitiveness for Latin 
America. NC\'Crtheless, the human resource basis in a number of Latin American countries is significantly 
above the devdoping countries' ~age and Latin American countries are thus well placed lo co-operate 
with thc EC in a number of areas. 

I. GmenJ lmpKt of EC polides 

Allhougb inaeased progress towards free trade on a global scale will be more importanl than the 
trend wilhin the EC, the Single European Markel offers on thc whole, nevcrtbeless, a number of new 
opportunities for Latin American producers. 

The demODSlration effcel of thc SEM may encourage free trade agreemenlS between lhc United 
Slates and Latin American countries to counlerbalanc:c thc Singk Market. 

Furthermore, the EC offers a good example of the advantages which regional co-operation can offer 
to all member states - a model that might be useful for the successful economic integration of some Latin 
American economics, such as the MERCOSUR scheme in which Argentina, Brazil, Uruguay and Paraguay 
participate. 

Dircel positive effcelS from the SEM arc to be expected for the food processing industries, the 
footwear industry, the tcuile and dothing industry as wcU as the chemical and the electronics industry. 

Projcelions indicate Latin America's share in OYCrall EC trade aeation for manufactured products 
at about 7 per cent of the total trade creation cff cct for developing countries. Of equal importance will be 
the increase in trade in primary goock. Even takiag all pouiblc trade diversion cff ccts into account, the oc:t 
ruult should still be positive with an overall increase or export! of more than J per cent. 
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VIL CONO.USIONS 

ht geam1. aot only EC policies but the mere bet of a large wl cxpamfing Single Emopcan Market 
will f«" a number of dcvdopiDg COWlbics to reconsider dltir c:sport strategies. Tiie SEM will offer 
~ COUDb'ics a new major' OUllct f« their producls, bul it will be a 1ICI}' dnn•ncfing one. Oualily 
standards will be bigb ud ~ COUDtries mmt adapt lo dtese standards if they Wanl to be suca:s5fuL 
At the same time. mosl ~ COUDlries do DOl have much chance of c:atc:ring the bigb-ttda cad of the 
EC market. nis nicbe will be cn11pied by Earopean. Japanese, wl US firms as wdl as a few firms &om 
the NICs. H~. cvea if eatcrillg al tbc low cad of tile marb:t. clcvdopiag countries will have to pnwc 
thal tbcy can supply goods of a n:Jiable qualily wl ill time ia order to build up a good rcpulalioa wl mow: 
up-market al a lalcr stage. ht additioa,, if clcvdopiag COU&by IWCJdums want to be sua:es.WI oa the 
European market they will have to meet their dc:livay obtiplions under all cimnnstances This mcam thal 
aport to tbc EC bas to be taken seriously. ID the case of nw malelial shortages arising out of harvest 
problems, drougbts. shortfalls of loal mining produclioa, civil umest etc.. ~ coaatry govrmments 
will have to be prcpan:d to import additional raw materials so lhal the local manufacturing scctOI' can 
coatiaae producing wl fulfil ils obliga«ioa& The same is true of imported spare parts. Actual transport 
often lakes oaly a few days but administrative delays of .eb « monlhs can lead to a breakdown in 
productioa, llws endaagering the repatalion of dcvdopiDg country manufactmcrs as reliable suppliers. 
Furthermore, dcvdopiDg countries will have to idenbfy wl specialize in a number of aicbe markets and seek 
aH>pUalioa wilh European partners. or build up their own dislributioa channels - a Slnlcgywbicb, ~. 
needs a $trODg commitment wl imatmeat over a loag period of time lo be sucm.sfuL De\ICloping 
countries sboald. in additioa. carefully study w1 pc:rbaps adjust tbc SlnlChlrC or their import duties in on1er 
not to penalize local industry with bigb iapal prices. nis is c:spc:ciaJly important in the field of eJeclroaics; 
clcctroaic equipmeat is not a lumry but an important tool to iacrcase tbc efficiency of enterprises. 

The Single European Market per se is DCithcr something positM nor negative for ~!oping 
COUDtrics. It is responsible for both trade aeatioo (which worts in fawur of cb'cloping COUDtrics) and trade 
dWcrsioa (at tbc cost of clevcJoping COUDtrics). NeYCrtbdcs.s, much dcpcuds oa cbcloping country 
manufadurers' abilities to grasp in time the cbanccs offered and to show the necessary fblbility. 

A key to success is timely 'information'. The manufacturing sector bas to~ open information 
channels in order to gain access to the latest tec.bnolagy, marketing and commercial trends. This means the 
easy availability of all kind of journals, increased foreign travel. participation in intenwional trade fairs etc. 
so that manufadurers can respond wilh the speed and flexibility necessary. Close co-operation among local 
Chambers or Commer", Associatioas or Industrialists etc. and international organUatious (including 
UNIDO) is coosequentJy of significant importaac.c in order to keep both the private and the public 
manufaduring scctor in developing countries well informed or changes in tbe European Commuaity and the 
world econOC!y as a wbolc. 
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