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INTRODUCTION

The purpose of this paper is twofold
1) to outline what may becailed the protective policy of
Lsbanon and
2) to examine this poliocy.

T say 'whet may he called the protective policy' because Lebanon
has not yet set s we 1 defined, long-term protective policy nor a general econonic
policy by which the successive ministries may coordinste their economic activities
on its terms. Tt is true that recently ther: has been established a "Ministiry
of General Flanning" with an "economic development board", but unfortunately
neither the work of this ministry nor the work of its board have been in any
considerable degree effective. In the decres esteblishing this ministry, one
of its tagks has been to formulate a general eecnomic policy including the
Government's policy towards industry. And in effect the economic board in this
ministry hes set the broad principles on which the Lebanese economy might reat;
it has also suggested certain principies on which to base the Government'a attitude
towards industry. But these principles, unfortunately, remained in the ministry.

The reasons why this has been the case, that is the r:asons why the
ministry of planning hes not been that effective instrument one would have expected,
given the calibre and experisnce of the men maicing its ecomomic board, are many
and are not the object of this paper. Howevur, one fact might give a cluet the
ministry's budget for 1957 out of the ordinary tudget was set at LL.;92,500 out
of a total ordinary budget of LL.170,000,000, that is around 0.3% (1)

Issue No. 52, April 1957.
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In the absence of a well defined, long-term policy, what shall be
our guide to determine the Covernment's attitude towards protecting industry ?

Whenever a new ministry is bheing formed, its first task is usually
to prepare an outline of what it intenda to do and what will be its sttitude
towards vatious questions of importance to the country. And practically every
such outline includes that government's attitude towards industry. But it may
be instantly argued, and rightly, that gogernments often say whet they do not do.
They promiss but they do not act. This 1a true. But inspite of this fact, we
have to examine severs! such declarations and see 1f therc are any trends in them,
that is, whether the successive goverrments are at Joast promising more protection
or less protection. It can hardly be imagined that where most successive
govermants promiss protection, no protective measures are taken. This task of
examining the ministries statements as regards more protection or less protection,
T will undertake in the second chapter of this paper.

Bafore discussing the actual measures that have been taken to protect
industry (Chapter IV), I will devote one brief chapter to the justification of
protection (Chapter II) as 1t applies in the case of Lebanon. Why should Lebanon
try to develop its industry 7 This wiil be followed by a chapter (Chapter III) on
the procedures and @rounds for protection, The comdluding chapter will be an

svaluation of the protective policy of Lebanon (Chapter V).



It has been said by a frequent writer on the subject of the Labanese
sconomy that the ministerial declarations are about the only official statement
of vhat may form a govermment eoonomic poliqy (1). This atatement should be
acospted but with cere becsuse as the same writer suggests governments often
promise what they do not do and govermments do what they do not promise,

But inspite of such contradictions we cennot aveld noticing the ever
inoresasing promige of the miccessive governments to protect the home industries.
‘Rnforonct to such protection becomes more and more affirmative and deteiled as we
go chronologically over these statements.

Thus in June 1951, in his statement, Mr. Abdullah Yafi said concerning
the protection of industry:

"In industry our policy is to encourage and eneble these industries

capable of outliving the difficulties they meet in their growth,
by protecting them from forelgn competition, (without injuring the
consumers’ interest), and by facilitating the import of the raw
materials and by woridng to lower the costs of produotion'.(2)

If we move over to the year 1953 (in Septembc) and examine the state-

ment or declaration ©f the same head of government, we notice tha great increase

in the amount of attention given in the statemant to the affairs of industry and

the greater details in the means by which thegoverrment wishes to a:courage industry:
"... th goverrment is det.rmined to ease the problems tht meet the
industrialists in the develomment of their industries in order to
snable the employment of the largest possible number of workers and
for this end it has decided:

1) Albert Badr, "The Lebanese Economic Folicy" GConferences duy Cenacle, 1956, p. 357.
2) Government of Lebanon, Minutes of Parliament Meetings 195152, Vo.I, Pels

——
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&) to limit by way of rsising the customs tariffs the import
of those products that can be produced by the Lebanese
industries in sufficient quantities and good quaiity but
without allowing an increases in the prices so as to protect
the consumer from monopoly and unlawful profits and taking
into eonsideration Lebanon's position as a tourist country
and a swamer resort.

b) to forbid the import of those industrial machinery which Lebanon
already possesses gimilars after making sure that these machinery
producs enough to suffice the necede of the country. This is to
be done through licencing and such licences are to be granted only
on the light of national interest,

¢) to exonerate all raw materials, equipment and parts intended for
industrial or agrioultural use from custome duties and to reduce
the other duties imposed on them,

d) to impose on half-manufactured articles an intermediary customs
tariff in order to create employment, Each article would be
studied separately.

e) to impose high customs tariffs on those fully-manufactured articles
especially those articles that can be manufactured in Lebanon,
Each article would be studied separately,

f} to raise the customs tariffs on luxuries for the purpose of incressing
the govermment revenues... the goverrnment will also review the

prices of electricity used in the national industries (3)

3) Govermment of Lebanon, Mim

545 » v°ln I, p-31-32
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a) to limit by way of raising the customs tariffs the import
of those producte that can be produced by the Lebanese
industries in sufficlent quantities and good quality but
without allowing an increase in the prices so as to protect
the consumer from monopoly and unlawful profits and taking
into considersation Lebanon's position as a tourist country
and a sumer resort.

b) to forbid the import of those industrial machinery which Lsbanon
already possessee similars after making sure that thess machinery
produce enough to suffice the needs of the country, This 1s to
be done through licencing ard such licences are to be granted only
on the light of national interest,

¢) to exonerate all raw materialas, equipment and parts intended for
industrial or agricultural use from custome duties and to reduce
the other duties imposed on them,

d) to impose on half-manufactured articles an intermediary customs
tariff in order to creste smployment. Each article would be
studied separately.

e) to impose high customs tariffs on those fully-manufsctured articles
aespecially those articles that can be mamufactured in Lebannn,
Eachi article would be studied separately.

£} to raise the customs tariffs on luxuries for the purpose of increasing
the government rsvenues... the govermment will also review the

prices of electricity used in the national industries (3)

3) Govermment of Lebanon, Mimutes of Parlisment Meetings 1923, Vol. I, p.31-32
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s) to limit by way of raising the customs tariffs the import

b)

e)

d)

e)

£)

to

to

of those products that can be produced by the Lebanese

industries in sufficient quantities and good quality but

without allowing an increase in the prices so as to protect

the consumer from monopoly and uniawful profits and taldng

into consideration lebanon's position as a tourist country

and a summer reésort.

forbid the import of those industrial machinery which Lebanon
already possesses similars after making sure that thepe machinery
produce enough to suffice the neads of the country., This is to
be done through licencing ard such licences are to be granted only
on the light of national interest,

exonerate all raw materials, equipment and parts intemded for
industrial or agriculturesl use from customs duties and to roduce
the other duties imposed on them.

impose on half-manufactured articles an intermediary customs
tariff in order to create employment. Each article would be
studied separately.

inpose high custome tariffs on those fully-manufactured articles
especially those articles that can be mamufactured in Lebanon.
Epch article would be studied separately.

raizse the customs teriffs on luxuries for the purpose of increasing
the goverrment revenues... the govermnment will alsoc review the

prices of electricity used in the national industries (3)

3) Govermment of Lebanon, Mimutes of Parlisment Meetipgs 1953, Vol. I, p.31-32
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These are the major steps that this goverrment praomjged to take to
protect the home indusiries. We notice in some cases that the measures promised
are somevhat vague and too general: "in sufficient quantities anéd good quaiity",
Raking into consideration Lebanon's position se a tourist country and a summer resort®,

Nor does the statement specify what will be the extent of protection:
How high will the customs tariffs be ? or on what principle will the govermment
set the height of the customs tariffs 7

It 1s to be admitted however that in such a statement to the public very
few heads of governments set more details. The broad outlines are only set in these
declarations leaving the details to the depertments concerned of carrying through the
government's policy. DBut these same steps that have been promised are, if examined
carefully, based on the recommendations of a committee that was formed in December
1952, The m;in task of this conmittes as came in the decree that geve it birth (4)
vwere to set recormendations for the revision of the customs tariffs. This committee
outlined certain principles on which the tariff policy should be based abd thease
principles, which ars very similar to the mesasures mentioned in the statement above,

will be discussed in detail in the chapter on "procedures and grounds for protectiond,

A U P o i

4) Decres No. 86 dated 30/12/52
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CHAPTER TWO

SUSTIFICATION FOR PROTECTION

The goverrment hes done a good deal to protect the national industries (1)
but nowhere has i1t given any reasons justifying its protection for industry in
general or any industry in particular. The major form of protection has thus far
been embodied in the modification of the customs tariffs: the exoneration from
customs tariffs of raw materials and equipment intended for industrisl usage and
the raising of customs tariffs on imported goods that Lebanese industries are
producing simjlars, But in the laws issued for changing the customs tariffs no
mention is made of the reasons why the protected industries have been granted
protection,

In the ministerial declarations only incidenthl mention is made of
why the goverrment wishes to protect industry, In the statement issued by P.M.
Abdullah Yafi in September 1953 (2) the only justification for protection mentioned
was to "enable the employment of the largest number of workers®,

We cannot depend in our search for the reasons justifying protection
on those reasons thet have been expressly made by the govermment. The need for
the development and protection of imdustry have been reconmenied by many economists
who have studied the economy of the eonntry., S8ir Alexander Gibb, in his report
"The Econgmic Depelopmegt of Lebepon" has this to say on the apecial role of industry
is to play in Lebanon:

“Iebanon's rising density of population and the mmbers that are

unable to find occupation on the land make it esaential that

alternative meana of livelihood be found. For this reason the

1) What the goverrment has done will be discussed in Chapter IV.

2) Goverrment of Lebanon, op. cit., p. 31

ep—
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development of industry i; of particular importance" (3).

Speaking of government support to induatry, the report saya:

"A young industry which has to compete with more mature rivals needa
protective tariffs or other forms of government support if it is to
.aurvive the difficult first years... Circumstances and the preference
given to commerce have meant that industry in Lebanon has not aiways
received the support to which it has been entitled" (4).

Professor S.B, Himedeh speaking on the same subject emphasised the

same problems:

"Tt is not an exaggeration if it is said that the economic development
of Lebanon depends to a large extent on the progress of industry. In
fact the development of industry is the principal remedy to the major
economic problems that faece Lebsnon, given the demnsity of its population
in relation to the cultivable area, and at the same time the constant
growth of 1ts population. TI1f we teke into consideration the fact that
at the present rates the population of Lebanon will double itself in
35 years, and that the possibilities of emigration sere limited, and that
commerce, tourism and "estivage™ contribute relatively little to the
absorption of surplus population, we are forced to conclude that there
is no hope for an eppreciable raising of the stendard of living except
through the develppment of industry, it representing the wideat field
for employment" (5).

Relieving the pressure of population, however, is but one reason for

the need of the development and protection of industry in Lebanon {6).

3) Sir Alexander Gibb & Co., The Ecopomic Development of Lebanon, Beirut, 1948, p.145
4) Tedd., p. 127

5) S.B. Himadeh, "Le Role ds 1'Industrie dans la Renaissance Economique du Iliban,
Goumerce dy levent, July 3, 1954

6) Not any particular industry but industry in general.
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"Another reason is the ne§6 to strike a healthy balance between thsa
production of goods (in the industrial and agriculturel sectors) and
the production of services (in the commercial and services sectora).

It is often argued that Lebanon's economy depends very much on the
production of services. Since the demand for services is gensrally
more elastic than the demand for gooda, the Lebareese eccnomy is thus
liable to be asffected heavily in times of crisis, especially in times
of war, The best proof was given during the last two world wars in
which the demand for industrial products became considerably
accentuated 7). And already since the Sues crisis, those industries
depsnding on travel and tourism (transport and hotel) have been heavily
affected. |

A fourth reason for the development end protection of industry is that
it crestes = greatgr and more varied demand for agfioultural products, and makes
the possibilities of the future of egrioculture more stable by reducing its dependence
on external outlets, The demand for sgricultural products= when it coincidea with
the development of industry will not be affected so much by outside factors and
becomes by this fact more stable (8),

A fifth reason is that the development of industry coniributes to the
expansion of commerce and in consequence it creates activities of storage, transport
and distritution at the same time stabilising commerce in reducing its dependence
on outside factora (9).

But the objection may be raised that Lebanon is restricted in its

development of industry by the limited presence of minerals and raw materials,

7) S.B. Himadeh, op, oit.
8) Ipid.
9) Ibid.
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However, the experience of certain countries (Switzerland, Holland)
proves that “the rarity of raw materials, if it limite the diversification of
industries, does not hamper the development of those industriea dependent primarily
on finished products that represent only a small percentage of the coast of production,
or those industries using forelgn raw materials whose costs of tranaport do not
represent but a small proportion of the finished product®™ (10).

Some of the reasons justifying the development and protection of
ipdustry have already been discussed., It should be realized, however, thi these
are genersl reasonss what particular industries should be developed and protected
is another question and is not the subject of this paper. "We can produce cheese

~or certain types of cloth for one, two or three million people of average condition;

we cannot produce for them steel, autemobiles and airplanes" (11},

e . e e 2 o -

10) S.B. Himadeh’ ODs 21 .

11) Michel Chiha, "Horiszons et Raisons de 1'Industrie lLibanaise", Commerce
Leyant, July 3, 1954.



The major form of protection has thus far been in the field of tariffs.
Quotas are resorted to from time to time but usually this is not for ths purpose
of protecting industry. The use of licences is restricted to the import of indus-
trial sand agricultural machinery to be installed in Lebanon and to a handful of
industrial and agricultural products. The ministry of national economy which
decides on these licences, tries only to perguade those wishing the import and

installation of industrial mechinery from doing so if it finds that thlis measure

is necessary for the protection of already existing induatries. It does not :ave

the legal powsr to prohibit such imports because there is as yet no law regulating
the installation of industrial machinery in Lebanon. "If the industrislist insists
on his action he may ralse a case to the iigh Goverrment Court and will probably
win the case due to the absence of such a law" (1). Healizing this weakness the
ministry of national economy, depertment of industry, has prepared a draft law
regulating the establiashment of industrial enterprises. This draft has not yet
boven approved and is under study by the departments concerned,

The ultimate responsibility for changing the tariffs rests with the
"High Customs Board", Within the framewor< of Lebanese law charging the tariffes
is considered to be a legislative asction but the Houspof Parliament has agreed to
delegate to the government (the executive) the power to issue certain laws without
referring it for approval, Thus the lest authorization granting the goverrment the
right "to issue laws in the fisld of customs legialation " was passed in February
15, 1957 and read as follows:

"The government is granted for one year beginning Mareh 1, 1957

the right to legimlate in the customs field by decrees issued

1) This information was cbtained frau a personal interview with Mr. Francis Isha'e,
Heed of the Department of Industry in the Ministry of National Economy. The
author does not assume responsibility for this opinion,
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by the Council of Ministers. The government may exercise this right

directly or it may delegate it to the High Customs Board" (2).
Consequently the gove mment issued s decree (3) delegeting this power to the High
Customs Board.

But although the ultimate responsibility is vested with this Roard,
the latter acts upon the "recommendations'of the ministry of nationml economy, In
this ministry a special committee called the "cormittee on the protection of national
products" has been formed comprising one representative from sach of the following
blodiesl

1) the ministry of national economy

2) the High Customs Board

3) the Associetion of Lebanese Industrialists

4) the Chamber of Commerce and Induatry

5) a representative for the agriculturista.

This committee studies the demands of those concerned (industrialists,
agriculturists, merchante) asking for the raising of the tariffs {or its reduction)
on a certain article. It allows each party to present its case and later takes
its decislion by a mejority vote.

However, the work of this committee is only of en advisory nature.

Its recommendations are forwarded to the miniaster of national economy who may or
may not adopt the final form of the recommendations. Once adopted he sends hie
"suggestions" for the modification of tariffs to the High Customs Board., This
Board will study these suggestions from a "techhical" polnt of view. What this
"technical®™ point of view exactly means was not made clear by the official (4)

who communicated this information to the author, but he gave the following examples

2) The-Leonomy—ei—Lebanon—anid—tho-Apab-Werdd, No, &4, April, 1957, p. 77
3) Decres No. 15125

4) Mr. Francis Isha'c, Head of the Dopartmcnt ot Iadustry in the Ministry of
National Eoconomy .
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If it were proposed by the ministry of national economy that the

customs duties on silk be raised to say 100% in order to protect

the silk industry in Lebanon, the Board might not approve of this

alteration if Syria had only a 25% tariff on silk., This is because

the Board considers that there would be an incentive to smuggle silk
from Syris into Lebanrn (which is not a very diffiecult thing given

the length of the borders and the laxity in ite supervision). Thua

depriving the govermment from a good deal of revenue and cancelling

the effect of raising the customs duties for the purpose of proteotion.

If the Board disapproves of the recommendationz of the miniatry of
netional economy it turns these back glving 1ts reasons for disapproval,

In csse there is disagreament between theae two bodies, i.e. hetween
the High Customs Board and the ministry of natlional economy, the Council of Miniaters
will decide upon the issue. "But it is rare that such a thing happens" (5),

The "committee on the protection of national products™ was formed on
December 30, 1952 (6) under the pressure of the industrialiste and agriculturists.
Tts main task was "to give its opinion” on the revision of the customs tariffs
with the view of making them more protective. After several meetings this cormittee
formulated certain principles on which it intended to base its decisions regarding
the revision. The principles were not then maie public but since later in 1954
the Economic Planning and Development Board (hereafter referred to as EPDB) was
charged with the task of atudying the principles formulated, the opportunity was
presented for knowing by what principles the government intended to be gulded in
its revision of the customs tariffs.

In its first report the EFDB passes in review of these principles

and comments on their adaptability. These principles are here reproduced together

5) Mr. Francis Ishs'c, Head of the Department of Industry in the Minisiry of
National Economy. '

6) By ministerial decree No. 86,
.———‘T_
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institutions).
v) The application of the principle of limiting the import of
industrial machinery necessitates the existence of an expert body
with enough knowledge ani experisnce to be able to determine the
needs of the country for imported industrial machinery together
with being able to compare within a reasonable degree of error the
damage that would result from increasing the number of equipment
in production with the savings that would result from using more
ef ficient machinery in the coumtry.
Tt 1is to be noted in this connection (8) that in Lebanon there is
as yet no industrial census that would indicate, among othr things,
the maximum or optimum capacities of the already existing factories}
there ia ms yet no ministry of industry as in other more economicelly
developed countries: only a 'departacnt" of industry in the ministry
of nationel economy w:ich is so poorly staffed that some of its
statistics, like the statistics for the export of industrial produtts,
have not as yet been grouped and totaled since October 1955 (9).
2. The second principle recommended by the committee was "to subject
the import of industrial machinery which do pot have similars in Lebanon to a prior
licence. The licences are to be granted by the High Customs Board upon recommemation
of the miniatry of national economy after studying all the plans of those concerned ...
and after meidng sure that the induatry to be established is of benefit to ths
country”,
The EFDB approved this recommendation but it proposed that a spefialised

body be established in the miniatry of national sconomy for the purpose of studying
the possibilities Of industrialization in the country. It aleo recommenied that

}) Thia is a remerk made by the author and not the EPLB,

1) This was found by a visit of the suthor to this department.

i .
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the authority of granting lfcences be vested with the ministry itself mnd not
with the High Customs Board on the ground that it is this ministry which is
responsible for the economic policy of the country and not the High Customs Board.

3. The third principle recommended was "to refrain from prohibiting
ocomplete sntry of foreign goods and thelr subjection to special reatrictions for
the purpose of protectins national products and be satisfioed with imposing high
enough tariffs to ensure such protection. This measure i1s suggested for encouraging
commercial activity in the country".

The EFDB, although it approved the principle of reducing the restrictions
on foreign trade, did not approve the application of this principle in aﬁ absclute
manner. It recommended that in certaln cases there should certainly be complete
probibition as wiern there is fear that industrial unions (cartels) interxi injuring
a certain national industry by unfair competition with the view of killing that
induatry in {ts infency and thercafter getting hold of the market. And in certain
cases Importe siould be restricted as in the case when there is a defielt in the
balance of payments that is harmful to the national soconomy. And there are cases
of complete prohibitlon that may be imposed by the exigenciss of state policles,
Finally special restrictions like prior licencing may be imposed for the purpose
of facilitating imports from a country that facilitates 1ts pmports from Lebanon
or vhen there are commercial treaties that specify a certain amount of imports
from the country with whom the treaty wae signed.

4+ The fourth principle recommended was "the exemption of basie food
stuffs and other basic living materials neceasary for the poor and working clasases
from customs amd other tariffs (municipel tax, port charges, etc.) or their subjection
to reduced tariffs after taking into consideration the local production",

The EFDB saw that the then existing customs legislation fulfilled this
oxemption or reduction in the tariffs but it did not always take into consideration

the protection of agricultural products of the cantry. Tt further recommended that
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protection should not only cover the simiiarly imported gooda but also those goods
that may be used as substitutes: in the csse of dive oil, for example, not only
should clive oil be protected but also those oils that may be used as substitutes
in the manufacturing of soap.

5, the £ifth principle recommsnded was "to exempt all raw materials,
equipment and their parts, intended for industrial ussge from customs and other
teriffs impcsed on them",

The EFDB approves of this principle but the author romerxs that the
applioation of this principle should be tempered by the ability ol the country to
supply its own raw materials, Where the needs of some industiries are already supplied
by locel producers, or uwhere 1t hes been found efter careful investigation that these
needs ggn be supplied fram local sources at competitive prices such exemptioh or
reduction shouid not be made, The govermment may thus work towards a fuller
exploitation of the natural resources of the country thue creating gainful snd
more varied occupations for its citizens,

6. The sixth principle recommended was "the subje€tion of helf-
mamufactured or unassembled products tn a moderste customs tariff in order to
provide employment in the country (after astudying each product separately)".

The EPDB, however, is of the opinion that such products ought to be
couplately exempted from customs tariffs in order to enable the industrialists and
handeraftsmen to be able to stand in the face of foreign eompetition in the products
that are manufactured from these half-manufactured and unassembled products. But
where thege products are marmfactured in Lebanon imports should be subjected to
a moderate tariff,

It i3 to be noted in this connection that present customs legislation
fulfills this end to a considerable degree by practically (1%) exempting many of
these half-manufactured products from customs tariffs and by subjecting some of
them to & moderate tariff (6 to 11%).
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7« The seventh principle recommended was "the subjection of fullye
manufactured articles, especially those that can be manufactured in Lebanon, to
a high customs teriff (after atudying each articls separately)".

Tne EPDB spproved this principle on the ground that i application
protects the already existing industrica and helps create new ones,

However, the autlor is of the opinion that the application of the
principle of protecting "the already existing industries" has led in some instances
to the exgepgive and contiyyed protection of thece industries with the reault‘thnt,
beasides sacrificing the interests of the consumers, the quality of their products
has not improved appreciably aince their granting this protection. The case of
jam industry is often cited as an e anjle of the sbuse in the application of this
principle. There is one major firm in this industry - the Cortas Jam Mamufacturing
Company. Meny are of the opinion that the eycepsive and gontinued protection
(manifested in the big difference betwoen the prices of iocal jam and imported jam)
granted to this industry is the chiel cause why the quslity of its products have
not been improving as they would have been expected to were campetition a little
nore keener. At present whatever this industry can produce is sutomstically absorbed
by the looal market. This atate of affairs is definitely not to the advantage of
those consumers to whom quality is of significance.

Another remari that should be made in connectlon with the application
of the above-mentioned principle 1s that before any new industry to be established
be promised any measure of tariff protection its technical as well as economic
feasability shouli be investigated by an appointed expert body on these two questlor

The Tndustry Institute may form part of this body, it concentrating on the study
of the technical feasability of the new industry. The new industry should be

investigated as tn whether it can stand in the face of forelgn competition after
a certain number of years {to be determined by the axpert body) when the tariff

protection would be removed graduailly.
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8. The eigth principle recommended was "the subjection of luxuries
used mainly by welle=to-do people to a high customs tariff",
The EFLB approved this principle for the following reasonss
1) its application would help remove the vast difference in incomes
2) if the incresse in the teriffs is not mede prohibitive the public
revenue would be increased and the consumption of lwmries
would be lessened;

3) this measure would reduce the great deficit in the trade balance of

trede,

The author remarks that the application of this principle without
ixposing an excise tax on similar home produced goods may lead tn the diversion of
national resources towards this industryl If the primary purpose of increasing the
custons tariffs on luxuries was to reduce the consumption of such luxuries then
such an increase without an excise thx would defeat its own purpose,

9, Finally the last principle recommended by the "committee on the
protection of national products" waes "the protection of already existing national
industries by subjecting imports similar to their production to a high customs
tariff (after studying each article separately) and alter taking into consideration
that the custome tariff would represent the difference betwsen the cost of the
imported good f.o.bs port of entry and the cost of production of the home produced
article; cerlain loc:l factors are to be taken into consideration especially the
inclination of the Lebanese consumer to prefer foreign made goods on locally
manufactured ones".

The EFDB approves of the principle of protecting the existing home
industries but it makes the following remarks:

1) the sdoption of this proposed rule as a basis for {ixing the

extent of protection in an absolute manner and without
differentiating between those industries that may be able

to stand foreign competition without protection or with a
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reasonable degree of protection and between those industries

for which such is not expected would lesd to a harmful restric-
tion of foreign trade, This measire would lead to the ersction
of industries with relatively high costa (relative to industries
abroad) that would be demanding protection on the ahove-mentioned
prineiple, The government will not be gble to refuse their
demands with the result that the national resources would be
dissipated and the standard of living declined,

2) the adoption of this rule in en absolute manner without taking inte
eonsideration the mumber of factories producing the protected
artiele 1s apt to encnursge wonopolization when the mumber of
locel producers is small except if this protection is coupled
with the government'’s supcrvision of the costs of production
of theae {netories,

3) in spite of the difficulty of a-plying this rule as regards the
verification of the costs of production nr as ragards the costs
thot are to be taken for a basis (given the fact that costs
differ with the efficisncy of the various factories} in spite
of these difficulties the EI'DB s proves of this principle on
cordition that a reasonable profit be included within the
cost of production and on condition that the two above~mentioned

remarks he taken intn consideration.

These wers the nins principles which the government promised it will
observe in tacing 1its protective memsures., They are the principles by which the

government was supposed to heve acted since their adoption early in 1953. But
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in spite of the fact that the government toock a great deal of measures to protect
the natioral induatries (some of these measures will be discussed in the following
chapter) it ia often alleged that these measures depended in many instences on the
influence of the industrialists and their Association {9) on the govemment with the
result that scme industries not worthy of protection have been granted such protec~
tion; some industries have been granted excessive and prolonged protectdn with the
result that the interests of the consmmers as well as the interests of other indus-
tries bave been sacrificed; there has not been a strong incentive in some industries
for the embetterment of the quality of their products because by excessive protection
theee industries have been Ehiclded from foreign competition.

This state of affairs is not to the benefit of the country at lage
although 1t may be to the benefit of a few individuals. The gonl of the govermment
should be to create the largest poasible good for the largest possible mumber of
people. 1t is hoped that our government become more discriminative in taking its
protective measures. It 13 hoped that our government will base its economic decisions
on fact ; I wonder how many of our [actories keep a proper cost, or even, general
accounting system go that the goverrment might determine the extent of protection
1t will grant to their products; 7 wonder whether the government has ever asied

for such information when it took its decizions.

9} Association of Lebanese Industrielists.



CHAPTER JUR

MEASURES TAKEN FOR FROTECTION
In this chapter some of the measuces teken by the govermment for

the purpose of protecting the national induatries will be discussed. Howev:ur,

it should be noted at the outset that the "outlining" of theseé measures is not
meant to be all inclusive: pertaining mainly to tarif{f protection they date back
only to 1953 and are outlined here only with the purpose of drawing a few remarks
on them.

The use of prior liceneing is restricted t» a few induatrial articles (1)
it being assumed that protectlon ie malnly effected thirnugh raising the tariff
duties. Following is a list of the articles that are still subject to a prior
licence to be grented by the ministry of national economy (tne list includes
industrial as well as agricultural products):

Powdered milk

Cereals

Baerley

Mmize

Flour

Tehlne

Helawa

Conserved apples
Orange and lemon juice
Salt

Calted hides
Suitcases and handbags
Rubber boots and heels

Timber and carpenters' building equipment

1) Around fifteen. The tariff list of Lebanon includes a total of about 1,000 articles.
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Wood furniture
bather and rubber boots
Mstal furniture
In addition, the import of all machinery intended for agricultural
or industrial use is subject to the asme procedure (2).
Tariffs are mumber one instrument in tsking protective measures in
Lebvanon. Since the formation of the “committee on the protection of national
producta” early in 1953 a numbor of measures have been teken which were intended
to give the national industries a greater and greater amount of protection. By
alseries of decrees issued by the High Customs Board most if not all of raw materials
used in industry have been exonsrated from customs tariffs. Maciinery and equipment
that are intended for industrial use ard that are allowed to be imported into
Lebanon have also been exonerated from customs tariffs, This view is supported
by the fact that the question of demanding exoneratiOn for raw materials and
industrisl eguipment in contrast to the sjituation six or seven years ago is no
longer among the top demands of the Azsociation of Lebanese Industrialists, although
from time to time some industrialists do demand such exoneration om a few articles,
Instead the guestion of protecting Lebansse industry ageinst the competition of
Japanese industry (by applying the normal instead of the meximum tariff to the
latter) is their dominating iessue. This question will be discusased at the end of
this chepter.
Another measure adopted by the govermment for the protection of
national industries is the raising of the tariffs on {inished articleas that local
Industries can produce similers. Following is a liet of some of the articles on

which the customs tariffs hsbe been raised during the period 1953-56 inclusive (3):

?) Commerce du Levapt, No. 287, May 8, 1957
3) This information is based on the "notes" issued yearly by the High Customs Board,
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Job lots of Summee Silk

Tariffs raised from 350 to 500 plastere per net kilogram,

Cotton Job lots
s+» from 100 to 150 pimssters per net kilogram.
Hardened Paper (sheets or rolls)
eee from 5 to 179 (4}
Glasses intended for optic:.l uses
vee From 10 to 174
Ordinary Bicycles without motor and its separated parts
ee. fram 17 to 23%
Woolen textiles
weighing 300 gm, and less ner sa. meter

e froﬂl 20 to 2‘/%

Sugar Manafactires
eor Trow 20 to 277

Choeolete in bloc or in tablcots welghlng 500 gn, and over
ees from 140 te 160 p. per kg, 1/2 brut,

Animel gplue excert whers L.e glue is extracted from casein
ees from 17 to 33%

Bottled Beer
sos from 4200 to 5000 piasters purlO0 kg. npet

Pipes end Slabs of Ekurnit

se from 7 tO 17%

4) This is tne ¢ffective rate, which is about 2/3 of the ~fficial rate,
official rate of the dollar as
about 2/3 of the actual market rate,

F"_r_

The

applied in valulng imports is LL.2.20 or
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1955
« Canned Fruit and ¥Fruit Juice
minimum collecetion raised from 27 to 337
« Brushes for sheving and other kinde of brushes
ves Urom 23 to 27%
- [iverse textils fabries fran naturel silk
ees fTOR 27 to 339
- Washing detergenta conditionnd for retsll sale
ee. irom 17 to 337
1356
- Various kinds of tabs
ess IPom 17 tn 23¢
« Tomato and canned tomsto juice
ess from 27 to 37
» Tonts and sluwllor items
ese from 17 to 33%
These are soue of the tariff chrnges thnt have taken place since
1953, The items inecluded hoere have heen selecied at random since o include all
the changes on all pmducts would g outside the scope of tnils naper., Howev.r,
most of the items that have bewen suhjected to a 33%, ad valorem tariff have been
included here: cotton and sill testiles, supar manufactures, canned fruit and
fruit julee, washing detergents, toaato and carned tomato juice, tents, ete. Tut
tihis does not mean that these are the only items subject to a 337 ad valorem tariff
since many changes thok plsce before 1953,
A ore conprehensive snd intelligible study would have been made

possible if tihe facts on the basis of which these changes were made were made public.
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" However, dus to the "secrecy® with which most of our government departments work

thip information wns not mede avafmble. The author could hardly secure the yearly

"statements" of the High Customs Board from the Directory of this body although there

Ys nothing to fear" since these statements have been published in the daily papers,

Tt was explained that the other type of information was "strictly confidential".
Nevertheless we might msike the followinpg remarks on these dianges:

1} We notice tiat the minimum smount of protection granted is 137 (5) ad velorem.
In fact tnig is the minimum tariif for an article to be considered as protected,
Howaever, it shonld be noted tuat there are in add*tion to the customs tsriff
other charges like the municipal tax (raised recently to 2% from 1%), the
port and other miscellanecus charges which .ugxe this rate much higher,

2) We notice that the changes in the customs taritfs never exceeded 337 ad
valorem (6). In fact, until recently, this was the maximum protection that
the govarnment was willing to impose on any jmported article. Lowever, thigs
question has been the subject of considerable di spute between the asanciation
of Lebenese Tndustrisllsts and the llgh Customs Board, the former demanding
that no celling be set on custons tariffs but that each artiele or product
should be at:died 4n 1ts own merits. 7Ths secretary of this Association (7)
affirmed in a recert interview with him that the Custom~ "oard has adopted
the industrialista' view. Put until new (May 1957) neo change in the custons
tari{fs has been set higher than 33 ad valorem.

3) Tn some ceges it s dicficult to det:rmine woen is the change in tariffe
(increase) for tbe purpose of protection nd when is 3t for increasing the

goverument's reverue. Tn the case of wasling detergents for exsmple, was

-~y

5) At tho officiezl rate of xehange this is equivalent {o about 209,
6) At the oificial rate of jxchange this 1s equivalent to about 507,

7) dr. Marwan Nasr.



mentioned in the customs "note or wae 1t in order to inerease the
govermment's reverue on a product that becane extremely widely used?

If the first case we as: what industries are producing any washing detergent
that can efficlently take the place of the imported washing detergents.

The gbove npentioned tarfifs are what is called the "normal tariff®
which applies to most of the countriss with whom Lebanon deals with the exception
of Japman and the Arab conntries, The auestion of the Japarese tariff will be
discussed separately at tie end nf this chapter.

Lebgnon has s3lrhed e mumber of bilateral tradc sgreements with the
Arab.countries (Syria, Jordan, Treq, Zeypt, Ssudl Arabia) as well as the mltilsteral
trade mgreements (8) betwcen tne countries of the frab eapus in 1953.  In the
latter sgreement industrial products originating in any one nembsr country stepmine
the agreements are subject to 257 reduction frawm the "rormal tariff" applied in
the importing country. These industrial products sre listed in a separste schedule
(called schedule R) whieh containo nround 100 such industrial products,

However, 1n 1945 the schedules of this agreement were amended and about
20 articles were added to echodule B, Another scheduls {eslled Schodnle G) was
crented which included around 25 industr’al articleus which were previously in
schedule B (that 1s, enjoying only a 25% reduction) ard were made subJeet to a 507
tariff reductior.

The guestinn of the Japanecs tariff has been rhe subjecet of much
controversy. Jarvan has heen until Moy 7, 1957, subjret to a "tariff maximum"
wiich 1§ double the 'mormal tariff". liowever, an agroeuent hss been reached on Jamary
7 of this year whereby Japarese preduoets wi'l be subject to the normal tariff. This
agreement was to enter intn offcet on May 7, timn pglving a tiiree monthe time to the

Lebanese industrialists and merchants tn dispese of the’r stocks thet are sirdlar

8) Treaty of Cormerce, Tronsit mid Payments betweer the Arab Countrics.



to the Japanese products,

Thie agreement has been resched amidst the protests of the Lebenese
industrielists and it may be well tn include the pros and cons of this i:mue since
it lies at the heart of protecting tk Lebanese industry.

The arguments dévaloped in detfence of the Lebano-Japanese agrcerm it
are in essence the arguments against a policy of protuction in Lebanon and may be
sumed up ag follows: (9)

1) Lebsnon is a country eminently libersl and, what is more, it is a centre
of distribution of foreign goade in the Middle Lezt. Tt is not nornal for
it to defend itsell apainst the Japancse production aore than its nelgubour
Syria which applies the normal tariff sgainat Japanese products. There would
be fear that since the taritfs in Syris are lower thure would be an incentive
to omupgle tasse products te our merkete.

2) The Japan of today is no wore toue Japsen ol oruer times. Tt no more producas
int'erior procucts ror dees it practice dumping (1ts socialistic structure
which obliges it to pay well its verikers does not allow this),

3) Tie competltion, suscertible to be mode to our production by Japan, will be
less violent, loecs herd tiar that alroady made ta 36 v *vr combyproc 0 %
populer democracies (Czalcosloveikia, Mungsry, faumnis) which, plver the'r
regime, can gell their pradocts al o lose acd they rarely refrain from doing itd

4) Lebancn, & liboral country, ought 1o tage inte conzideration the Interssts

* of the constmers nnd 'y o wordne classsg ez well ag Yoarce of the produecsrs,

5} Ta connterrurt t- the favor which we hare mxde, Japan nade us arpreciabl.
favore, nolatdy the tecknien! ~vd eeononic ald *n the realm of silk prowing

ard lishing,

9) ‘hese ergiments are based on an artlele entitled "La (uerelle du Taritf bhormal sur
les Produite Jeponais™ by Nerry, published in (oumerce dn Levant,ne.287,iay8, 1957,
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The arguments of those against the applicati-n of the normal tariff
to Japanese products are mainly the followings (10)

1) wWithin GATT (11) 14 important countries, of whom irance, United Kingdom
and liberal Belgiwm, have not yet accorded Japan the henefits of the nornasl
tariff.

2) Although better treated than before the war, the Japanese worier corntinues
to be the best market in the world, iHis average monthly salary {ipures et
45 J.S. Dollars, whereas that of the Italian worker goes up to 63, that of
the french 90, the German 94, the British 105, and the American 312,

3) OQur production, and especially our textile industry, are at present in grove
difficulties due to foreign competition. What will happen after the entry
into battl: o the Japanese products?

4) We could certsinly negotiate wilth Japan and aceord it the benefits of the
normal tariff. Rt we sghould have obtained from i1t more than we did, =and
notably s tieenty of clearing, which would have played to the benefit of our
proiuction end compensated, at least in part, tn the disadvanteges mece to
our industry.

It g suggested that o compromize mizht be reached i1f thetariff maxiimm
ie imposed on Japsncse gilk snd cotlon fabrics and some other 10 articles thint comvete
heavily with the national indugtries. The import of these products will further he
gubjocted to a prior licence, It might be argned that it is not fair that only Japan
shoula JaJ a Lariff nsximu on these products. Tt 1= nouv a member of theUnited Hations
and this messure iz highly discrininatery. Thisg ls sdwittedly true. But was sbanlute

Justice zver reach:sd on Lhis eartu?

10) Tbid.

1l; Gencral Agreement on Trade and Tariffs.



CHAPTER FIVE

1 =g
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Thet Lebanon should devote greater attention to the development of
its industry is not a disputable fact among all those who have ;tudied the Lebanese
economy., The reasons for this development have already been discussed and need not
be recapitulated here,

That a gertain measure of protection is necessary for the development
of a young industry 4s elso indisputable: underdeveloped countries '"need time to
raise labor, technical and mansgerisl skills to a level approximating those in
the more advanoed industrisl countries"(l).

But this protection should be built on zound ard correct basis. It
is true that the government haes goue a good step towards protecting the nationsl
iﬁdustries but often this protection has not beern based on scientific ard objective
studies es regards what induglries ought to be protected, the extent of this protection
and its duration. Often the decision depended upon the influence of the association
of industriamlists or tihe influcnce of the particular industrialists when it came to
the protection of their particular products. And although the overail tariff
schedule is not considered to be excessively protective it is believed that certain
industries have certainly baen granted exce:sive and prolonged protection (one
example has beén cited in the body of this paper) with the result that the interests
of the consumers as we:!l as the interests of scme othour sectors of production have
been sacrificed,

We notice that the "procedures" for taking protective measures are
unduly long and tedious. The demand of an industriaiist applying for the protection
of a certain product will have to pass through several desks and "hoiles" befare

1t reaches the ultimate place where any action can be talten. First the demand

1) IBRD, The Economig Develoument of Syria, Jobn Hopkins Press, Baltimore,
1955, p. 109.
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will have to bs submitted to the miniatry of national economy. This ministry

will refer it to the "committee on ths protection of national products®. uhat
this committeo does in essence is to forward only as a "recormendation" to the
ainister of national econocmy. 1In turn the minister will study the demand {(if he
can find time for it since he has to be kept informed on all what i2 foing on in
his "vast" ministry if he is not charged with some other ministry) and forward hig
regomendation to the High Customs Board. This Board will again study the demand
and even if it approves of it, it cannot issue any (lnws) for chenging *the tariffs,
‘ne Board's decision, if one is reached and the demand is not sent back again to
the ministry, will &lso have to be accepted by the Council of Ministers,

| This extreme centralization and duplication of work is certainly a.
loss of time and effort. The govermment should be more sengitive to the demands
of industry. By the time a decision 1= reached a foreign product might have entered
the market and done ell the damage it could to the local industries.

Often these government officer are in disagreement concerning & e.ritnin
issue and this tende to create 111-will be-tween them, =nd what is more it caunes
great losses to the parties concerned., "This point may be illustrated by the recent
case of the Japanese tariff, Many papers allege that it was the opinlon of the
ministry of national economy that the application of the normal tariff to the Jupaneas
products be postpon-d another three monthis (from May 7) so that the jumdustrialiste
and mercnants possessing atocks aimilar to the imported Japanese products be able
to dispose of them, thus avoiding any losses that might be incurred in the presence
of cheaper Japanese goods. But the lilgh Customs Board proceeded on due date to
apply the normal tariff,

Would it not be more efficient organization il one competent body in
the ministry of national economy was set up .hich would be responsible for the
wltimate changes in the custowms tarills since this ministry is the primary responsible

Lor the economic policy of the country?
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The theoretical "grounds" on which protection was granted, i.e.
the principles which were adopted by the "committee on the protection of national
products™, were discussed in the body of this peper and some remarks made on them.
liere buased én these remarks an alternative set of principles is submitted to be
nsed as a basis for tariff proteotion (2). It is suggested
{1) that national production be protected against similar foreign
production or its substitutes, but talkdng into account the
intereats of the consumers and the nationasl interest ar large.
The extent of tiis protection should approximately be equivalent
to the difference betwsen the cost of production of the national
product and the cost of the imported good valued at the borders,
on condition that a reasonsble profit be included in the cost of
production of the nationel product and on comiition that in the
future the protected industry will be able to stend in the face
ol foreign competition witheut protection or with ressonsblie
protection. Where the numb r dr LIagtories producing the protected
srticle 1s fow the mtate should supervise the prices in order to
prevert monopoly and the undue rise in prices,
Following is a 1ist of some national products for which protection
may be accorded:
Crapes in natural and artificiel aillk, woolen textiles, cotton
tevtiles, hoslery, men's and women's underwear, table cloth, nets
end tenta,men's hets, umbrellas and parasscls, glassworks, ply wood,
rubber works, iron furniture and iron doors and windows, petroleunm
lemps, plates, dishes and oth.r home utensils, brass-founding,

fasteners, buclles, lamps, suitoases and bags.

2) These principles are based on the study mede by the Economic Flanning and
Development Board of the principles adopted by the above mentioned committee,
which was referred to previously.
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(2) that complete prohibition of import of a certain article be resorted
to in those cases that industrial unions (cartels) intend killing
a certain industry in its infancy by practiéing unf'air competition
with the view of gaining its market thereafter but on condition that
the prices of this industry be supervised by the state in order to
prevent their rise abaove a responable level,
(3) that no article be prohibited from entry or limitation on quantity
except in the following cases!
a. in case (2) ahove,
b, in cases of using the prior licence referred to in
(5) below.
¢+ in cases where the product is detrimental to public
health or in cases where the produect i=s infectinus,
de in cuases of a deficit in the balance of payments that
18 consldered untavouralle to the netional economy,
e, in cases ordainud by the politics of the gtate,
(4) thet the industries to be wstablished be promised protection only
s recomnendation of a special body that would study the porsibilities
en industrializetion in the contry but on conditien that this
promised protection he far a definite period after which it will
be removed gi-dually but teking into consideration the level of
employment and the nairowness of the market.
(5) that imports be subjected to special restrictions like the prior
licence only in ths follouving cnses
8. in cases of limditing imports for any of the reasons
nentinned in (3) above.
b. in cases vwhere the exscution of commercial treaties
nacessitates this,

c. in cases of reciprocity.



(6) that all raw materials for industry be exonerated from customs
tariffa except where this exoneration conflicts with the protection
of already eristing nztional industries,

(7) that half-menufactured goods be exonerated from customs teriffs
except when such are produced in Lebanon. 1In this case the
imported product will be subjected to a moderate tariff,

(8) that industrial machinery and equipment and parts thereof be
exonerated froum customs tariffs on condition that such procedure
does not conflict with alresdy existing nationel industries. The
import of industrial! machinery will be subjected to a prior licence
to be granted only on recommendetion of the speeiel body referred
to in (4) above after studying the capacity of the existing
industries and the potentialities of the marikets. As regards the
granting of licences for the import of industrial machinery intended
for production and the establishment of new enterprises these
licences will also be granted on the recommendation of the nbove
mentioned bodr after studying the potentlalities «f this induastry
ard its value to the country.

(9) that an a.ditional customs tariff (an anti-dumping duty) be impnsed
in casee of "dumping" in ovder to counterbalance its bad effects
on the national industries, Complete prohibition mey also be
resorted to.

(10) that customs tariffs on raw materials be reimbursed when these
naterinls have entered a product that has been exported,

These are scme principles on which tariff protection in Lebanon might

reet.



Tariff protection, however, is but one major means of protecting the
national industries, "The use of direct subsidies is assuming more and wmore
importance in the more economically developed countries ss an alternative
(indirect) means of protecting the national industries, because government will
be in a better poasltion to select the Industries it findas to its interest to
encourage and because it can use these subsidies as s weapon for pressing for
more efficiency mmong the industries."(3)

However, the present stete of affsirs in our government bureaus
does not encoursge entrusting them with such a highly sensitive and powerful
instrument and the fact remains that tariff protection remains the major instrument

of providing protection to our national industrizs.

3) S.B, Himeden in the Course "Economic Developument in the Middle East",
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