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ABSTRACT 

A well developed marketing system is critical to 

the success of a Common Market in underdeveloped countries. 

In the European Common Market, the size of the market 

measured in terms of population, income, and.education is 

large enough to support the establishment of large-scale 

industries; the channels of distribution are all well 

established; and marketing facilities are adequate to facil

itate the movement of goods to the final consumers. In 

underdeveloped countries, including the Arab nations, 

greater improvement in the present marketing system is 

needed before a Common Market can be a success. 

The research study discusses the inadequacy of the 

current marketing system in the Arab countries to support 

the establishment of a Common Market. It emphasizes the 

importance of market structure, institutions, and facilities 

for the establishment of a nationwide domestic market. The 

Arab Common Market is analyzed principally from a marketing 

viewpoint. 

Basic research was carried out by means of a mail 

questionnaire addressed to a sample of two hundred industrial 

firms and an equal number of marketing intermediaries in 

thirteen Arab countries. Since it would have been impossible 

xii 
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to study and analyze all of the marketing channels of dis

tribution, a detailed study was made of the two major 

intermediaries, wholesalers and retailers, representing four 

product fields: textiles, ready-made clothes, food, and 

electrical appliances. The percentage figures for usable 

returns were 65 per cent from the industrial firms, 76 per 

cent from wholesalers, and 74 per cent from retailers. 

The author concludes that economic integration 

between the Arab countries requires (a) more aggressive 

efforts to raise the level of income and education of the 

population both in urban and rural areas in order to enlarge 

the size of the market necessary for large-scale industries; 

(b) a strengthening of the marketing institution to enable 

it to carry efficiently, its share of responsibility in 

promoting Common Market production; (c) the development of 

adequate, efficient, and inexpensive transportation links 

within the region to enlarge the market; (d) the development 

of measures to establish Arabian products firmly in the mar

ket; (e) the extension of marketing institutions and facili

ties to rural areas to take advantage of large-scale 

distribution. 



CHAPTER I 

INTRODUCTION 

One of the most significant developments in the 

current international economic scene has been an increasing 

concern by both developed and underdeveloped countries for 

economic integration. In the developed world the desire for 

integration is reflected in the formation of such groupings 

as the European Economic Community (EEC), and the European 

Free Trade Area (EFTA). In the underdeveloped world, inter

est in integration is even more widespread. In Latin Amer

ica it has given rise to the Central American Common Market 

(CACM), and the Latin American Free Trade Association 

(LAFTA). In Africa it has produced the Organization for 

African Unity (OAU) and the East African Common Market (EACM). 

A similar interest is also found in Arab countries 

and is expressed in a variety of trade agreements and an 

Arab Common Market (ACM). The concern of Arab nations with 

integration, like that of countries elsewhere, derives not 

only from economic considerations, but in part from politi

cal and social factors as well. At the political level, the 

basic motivation for integration springs from the Arab coun

tries' concern regarding the European Economic Community's 

1 
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determination to substitute other sources of energy for 

oil. Integration is seen as a means of strengthening the 

bargaining power of the Arab countries vis-a-vis the oil 

consuming countries. Other political motivations include 

the settlement of disputes between Arab countries, stability, 

and a united front in external affairs. 

Although the interplay of political interests, in

cluding a desire for greater international bargaining 

power, undoubtedly accounts for the widespread interest in 

integration between the Arab countries at the present time, 

the primary motives are commonly social and economic. The 

social motive for integration is the desire of all Arab 

countries to raise the standard of living for the Arab pop

ulation. The economic motive is growth and development. 

Integration makes it possible on a basis of reciprocity, to 

expand trade, to create a wider market for Arab industrial 

products, to mobilize and utilize Arab resources, to achieve 

economies of scale from mass production, and to encourage 

healthy competition among the Arab countries concerned. 

If, instead, each Arab country tries to develop 

•separately, the narrowness of an individual market measured 

in terms of purchasing power and small population will make 

the achievement of their objectives more costly, if not im

possible. To be able to industrialize, such countries would 

either have to rely heavily on the highly competitive 
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markets of the developed world or on the markets of other 

developing countries. For the Arab countries it would thus 

appear to be vital to create, together, an integrated mar

ket. Such a market could become the equivalent of the 

domestic market which the relatively few, very large, de

veloped countries already possess, and which is one of the 

reasons for their having generally reached a more advanced 

state of industrialization and progress. 

The benefits from integration, particularly in under

developed countries, cannot automatically be reaped unless 

the marketing system is greatly improved. The nationwide 

distribution of the Common Market production would require 

efficient marketing intermediaries to move the product to 

the ultimate consumers or users. The performance and growth 

of these intermediaries would rest in good part upon the 

quality of specialized facilities provided by a host of gov

ernmental and private agencies such as market research in

stitutions, credit and financial organizations, and public 

warehouses. Furthermore, economies of scale would not be 

realized if transportation and communications networks are 

inadequate to facilitate the movement of goods within the 

larger market. The efficiency and performance of developed-

country manufacturing firms depend primarily on the avail

ability of well-established marketing institutions and 

adequate marketing facilities. The distribution of the 
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Common Market production becomes substantially more diffi

cult when such institutions and facilities are not readily 

available. 

The greater improvement in the marketing system is 

critical to the success of the Arab Common Market. A devel

oped marketing system will effectively bridge the gap be

tween producers and consumers, help to establish the Arabian 

products in the market, provide outlets for increased pro

duction, widen the market through adequate, efficient, and 

cheap transportation links, and support the growth of the 

market through adequate marketing facilities. Unfortu

nately, this aspect of economic integration has been almost 

completely ignored by those with marketing expertise and by 

the growing body of literature devoted to Common Market. 

Attention has been given almost exclusively to the economic 

costs and benefits of integration without regard to market

ing system. It is clear that marketing system also deserves 

attention. 

This research seeks partially to remedy the defi

ciency by focusing attention on this neglected aspect of 

economic integration in underdeveloped countries. It high

lights the market structure, institutions, and facilities. 

First, it examines the extent to which the existing 

market structure might aid or impede integration. 
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Second, it focuses on the distinguishing character

istics and role of marketing institutions and examines 

their capabilities to distribute the production of the Com

mon Market. 

Third, the success of the Common Market can be 

achieved only if there exists a transport and communication 

network which permits the goods to be moved within the 

larger market. 

This research will examine the existing marketing 

facilities to determine their effectiveness in linking pro

ducers with consumers. Moreover, ways and means will be 

suggested through which the Arabian marketing system can be 

improved. 

Definition of Terms 

The following definitions will apply throughout the 

study: 

The Arab Countries 

The term Arab countries refers to a group of brother 

nations, united by common ties in language, religion, and 

culture. 

The Arab countries with which this study is concerned 

include seven Arab nations in Asia (Saudi Arabia, Jordan, 

Kuwait, Lebanon, Iraq, Syria, and Yemen) and six Arab nations 

in Africa (The United Arab Republic, Algeria, Libya, Morocco, 

Sudan, and Tunisia). (See Figure 1.) 
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Economic Integration 

"Economic integration" is a term to which economists 

have attached a variety of meanings. Perhaps the most 

widely-used definition is that offered by Balassa (1966, 

p. 24) in which he defines economic integration as both a 

process and a state of affairs. "Regarded as a process, it 

encompasses measures designed to abolish discrimination 

between economic units belonging to different national 

states; viewed as a state of affairs, it can be represented 

by the absence of various forms of discrimination between 

national economies." Thus, economic integration embraces 

several forms of intra-national and international economic 

cooperation including at least free trade areas, customs 

unions, common markets, and economic unions. These arrange

ments represent successively higher degrees of integration. 

a. In a free trade area, tariffs and quantitative 

restrictions are abolished on trade in local prod

ucts among the participants, but each country retains 

its own tariff against imports from non-members. 

b. A Customs Union involves not only free trade among 

its members, but also a common external tariff. 

c. The Common Market is a more developed form of inte

gration in which, in addition to internal free trade 

with a common external tariff, obstacles to the 
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movement of some or all of the factors of production 

and marketable products within it are also removed, 

d. Economic Union is the most advanced form of integra

tion in which monetary and other instruments of 

economic policy are also harmonized or integrated. 

This study will be concerned only with the Common 

Market form of integration. 

A System View of Marketing 
Development Activity 

Marketing as a system deals with the total organiza

tion, structure, institutions, and facilities affecting the 

flow of goods from producer to consumer. The objective of 

market development activity, therefore, is to help stimulate 

and make possible programs, policies, and institutions that 

can best serve the purpose of the Arab Common Market. The 

nature of a marketing system, as discussed by Moyer (1964, 

p. 5) , depends on a niamber of diverse factors including the 

characteristics of the trading community, the size and 

density of the relevant population, the size of the trading 

areas, the level of development of the communications and 

transportation network, the volume and variety of goods pro

duced, the degree of specialization in marketing and produc

tion, and the level of economic development. 
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Marketing Structure 

The structure of the market is defined by Davis 

(1961, p. 132) as "representing the arrangement of the parts 

of the market. The parts are represented by the buyers in 

terms of who they are and where they are." 

Marketing Institutions 

These are market intermediaries, i.e., they are 

business firms which move the product from the manufacturer 

to the ultimate buyers: wholesalers, retailers, and agents. 

Marketing Facilities 

These can be defined as anything that contributes 

to the ease of market functioning or performance, such as 

transportation and communication. 

Statement of the Problem 

The establishment of a Common Market, while econom

ically feasible, may fail because of an inadequate market 

structure, organization, and facilities. This is particu

larly true in underdeveloped countries. 

The Hypothesis 

The marketing system is critical to the success of 

a Common Market in underdeveloped countries. In the European 

Common Market the channels of distribution were all well 

established, transport facilities were available, the level 
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of income was adequately high, and the necessary commercial 

contacts and relations had already been achieved. In the 

underdeveloped countries, including the Arab nations, new 

channels must be created or existing ones improved. In 

many cases, transport facilities must be provided between 

points which have never yet had them, production must be 

accommodated to the purchasing power of the consumer, and 

communication must be adjusted to the general level of edu

cation and culture of the participating countries. 

Contributions to Marketing 
as a Field of Knowledge 

The question this research will address is whether 

the proposed Common Market is an apt subject for marketing 

analysis. In other words, would it be reasonable to form a 

Common Market completely without regard to marketing consid

eration, such as the size of the market in terms of popula

tion and income, transportation and communication facilities, 

level of education, adequacy of existing channels and physi

cal distribution, etc.? 

The bulk of the literature dealing with a Common 

Market concentrates almost exclusively on the economic 

aspects. They stress the importance to development of a 

Common Market of such things as: 

a. The reduction of tariffs 

b. The substitution of imports 
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c. The investment in capital goods industries 

d. The economical cost of production, etc. 

One cannot neglect the importance of the economic 

studies. There is, however, good reason to believe that 

the requisite marketing system often assumed available in 

economic literature on integration deserves explicit 

analysis. The significance of marketing system to economic 

development is discussed by Drucker (1958, p. 254): 

What is heeded in any "growth" country to make 
economic development realistic, and at the same time 
produce a vivid demonstration of what economic de
velopment can produce, is a marketing system—a 
system of physical distribution, a financial system 
to make possible the distribution of goods, and 
•finally actual marketing, that is, an actual system 
of integrating wants, needs, and purchasing power 
of the consumer with capacity and resources of 
production. 

The importance of a marketing system to the estab

lishment of the Arab Common Market will be confirmed in this 

study. If the size of the market, measured in terms of 

population, income, and education, cannot support the estab

lishment of large-scale industries; if industrial firms and 

marketing intermediaries are incapable of promoting the 

production to the market; and if marketing facilities are 

inadequate to facilitate the movement of goods to the final 

consumers or users, Common Market goals will not be achieved 

and the integrated market will.be a failure, even though 

trade barriers and the necessary conditions for an integrated 

market are satisfied. 
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Survey of Literature 

Very few articles in newspapers and journals, either 

in Arabic or English, deal with the Arab Common Market. 

Authors of such articles are concerned primarily with try

ing to convince the reader of the feasibility as well as 

desirability of establishing such a market. 

However, only three books deal directly and exclu

sively with this subject: 

a. Inter-Arab Economic Cooperation, 1951-1960, by 
Muhammad A. Diab (1963). 

This work presents an exhaustive collection and 

classification of statistics covering trade for the period 

1951-1960 among the six countries of Egypt, Iraq, Jordan, 

Lebanon, Saudi Arabia, and Syria. Diab found that the trade 

agreements brought about some increase in trade flow, par

ticularly in agricultural products. Possibly the most re

vealing trends are shown by the fact that inter-Arab exports, 

among the six, increased from 8.3 per cent of their total 

exports in 1951 to 17.4 per cent in 1959. 

b. An Arab Common Market, by Alfred G. Musrey (1969). 

This is also a study in Inter-Arab Trade Relations 

for the period 1920-1967. The author places Arab economic 

integration in its proper perspective by considering the 

developments in inter-Arab trade relations, including the 

recent Common Market agreements in 1964. Attention is also 

given to the economic costs and benefits of integration. 
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c. The Middle East and the European Common Market, by 
Rouhollah K. Romazani (1964) . 

This study is concerned with the impact of the Euro

pean Common Market on the Middle East. Professor Romazani 

does not limit himself to economics alone, discussing also 

the political interrelations involved. He maintains that 

coal production in Europe cannot meet the demand for the 

next decade, petroleum will supplement coal, and soon sur

pass it in quality. If true, this analysis will have a 

profound meaning for oil-producing states. 

A dissertation by Ahmed Dauod Mohammad Issa, Ph.D., 

University of Illinois, 1967, entitled, "Financial Integra

tion of the Arab Common Market," examines the financial and 

monetary setting of the Arab Common Market. 

From this review of the literature of the Arab Com

mon Market, it is clear that major emphasis is placed on the 

historical setting of agreements among the Arab countries, 

economic factors that constitute impediments and gains to 

such integration, the financial and monetary settings of the 

Arab Common Market, and the impact of the European Common 

Market on the Middle East. None of the literature deals 

directly or indirectly with the Arab Common Market from the 

marketing point of view. 
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Usefulness of the Study 

Relevance for the Arab Countries 

It is pertinent to contemplate the notion that a 

study of the marketing system in the Arab nations might 

serve a useful function in these countries. Both govern

ments and business communities in the Arab nations are 

currently deeply concerned with the performance of their 

dome stic marke ts. 

This research will point out the way in which the 

marketing system is functioning and recommend some improve

ments in the system to enable it to carry the obj-ective of 

the Common Market. It is hoped this study will help those 

concerned in the Arab nations to evaluate the functioning 

of the marketing system in relation to the goal of a Common 

Market and will indicate effective techniques by which it 

can influence the operation of the market to attain desired 

results. 

By describing and analyzing the marketing system in 

the Arab countries, this research can suggest improvements 

to help solve the problems faced by industrial firms in mar

keting their products. For example, the research study ex

plores the reasons behind the negative attitudes of the 

Arabian consumers toward local products and offers sugges

tions to change these attitudes into positive ones. Two 

cases, Morocco Milk Company and Saudi Arabian Shoe Company 
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(to be discussed later) reflect but two examples of the 

existence of such attitudes. Moreover, marketing inter

mediaries in the Arab countries are used to the ease of 

selling foreign products, whose good market reputation has 

been established through years of experience. These inter

mediaries will be unwilling to promote Arabian products 

because relatively aggressive marketing efforts on their 

part will be necessary. 

Relevance for the Underdeveloped Countries 

While the Arab situation is unique in many respects, 

there are undoubtedly many similarities to other developing 

countries. Insight gained in Arab nations should be of 

value in Africa, Latin America, and other nations. There 

is, in this respect, considerable scope for developing 

countries to learn from each other, ana the experience of 

each group can provide useful lessons which ought to be made 

available to groups of countries in other developing regions. 

It might then be possible to avoid errors, to try out, else

where, solutions that have proved successful and to explore 

further avenues that appear to be promising. 



CHAPTER II 

METHODOLOGY 

Basic research was carried out by means of a mail 

questionnaire. The purpose of the questionnaire was to ac

quire marketing information from industrial firms and inter

mediaries to determine their potential capabilities to serve 

the nationwide distribution of the Common Market production. 

A general familiarity with experiences of other 

countries in the establishment of common markets, viz., the 

European Common Market and the Latin American Common Market, 

was gained through library research. A wide variety of 

sources in Arabic and English provided important factual 

information. Data was compiled from official government pub

lications, Arab information centers, embassies and consulates 

of Arab countries, international organizations, Foreign Trade 

Mission Reports, newspapers, magazines, economic and market

ing journals, and such specific organizations as the U.S. 

Department of Commerce and the United Nations. 

The Questionnaire 

A questionnaire was sent to industrial firms and 

intermediaries in 13 Arab countries. A sampling of two 
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hundred manufacturing companies and an equal number of 

middlemen in the channels of distribution was mailed a 

questionnaire. This method was selected because of the 

difficulty and considerable expenditure involved in visit

ing the 13 Arab countries. 

Since it would have been impossible to study and 

analyze all of the marketing channels of distribution, a 

selection was made of two important intermediaries: whole

salers and retailers. These intermediaries were studied in 

four product fields: 

a. Textile 

b. Ready-made clothes 

c. Food 

d. Electrical appliances 

Open and closed forms of the questionnaire were 

used. In the open form, questions were asked about specific 

figures (production, consumption, capacity, and number of 

employees). Here blank spaces or empty lines were left on 

which the answers were to be written. In the closed form 

possible answers for each question were suggested, and the 

respondent replying checked the answer with which he agreed. 

Questions were asked to determine the functions, sales 

efforts, and services offered by industrial firms as well as 

intermediaries. 
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Samples of the original questionnaires mailed to 

industrial firms, wholesalers and retailers with a transla

tion in English are included in Appendix 1, 2, and 3. 

Samples of the letters that accompanied the questionnaires 

are also included in the Appendix. 

The percentages returned usable were 65 per cent 

from the industrial firms, 76 per cent from wholesalers, 

and 74 per cent from retailers (Table 1). The total return 

averaged 70 per cent, a good return for mail questionnaires. 

Table 1. General Information on 
the Number of Questionnaires Returned 

Types of Firms 
Total 
Mailed 

Number 
Returned P 'ercentacre 

Industrial Firms 200 130 65 

Wholesalers 100 76 76 

Retailers 100 74 74 

Total 400 280 70 

The Sample 

A satisfactory list of names of industrial firms and 

intermediaries in the channels of distribution was obtained 

from the U.S. Chamber of Commerce and the Arab embassies. 

From these lists the sample of middlemen in the channels of 

distribution were chosen. The recipients of mail question

naires were chosen by numbering the names of middlemen, pick

ing a number by chance from a random number chart, and 
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starting with that number selecting every twentieth name. 

The sample, therefore, was felt to be satisfactory for the 

purposes of this research. 

The industrial firms were selected from these list

ings as "the major industries in the Arab nations." 

Obstacles Encountered in the Study 

Obtaining facts from business firms in the Arab 

countries by means of a questionnaire is always difficult. 

One of the limitations of the mail questionnaire is that 

some of the information required is considered by the busi

ness firms as confidential. Most firms in Arabia have a 

strict rule that sales or profit figures are secret? no 

survey will succeed in getting them. 

The second limitation is the loss of "unlisted" 

answers in considering check questions. Plain laziness may 

induce a respondent to check something listed instead of 

thinking of a more specific answer. 

One final limitation is that follow-up mailing in 

most cases in the Arab countries will produce no return. 

If interested, the business firm will respond to the ques

tionnaire after the first mailing. 

It is felt that there were no serious consequences 

emanating from these shortcomings, but their absence would 

have strengthened the value of the study and made it more 

complete. 
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Considerations Based on Response 

The difficulty in establishing samplings for a mail 

questionnaire arises from the fact that we cannot expect an 

answer from every business firm whose name has appeared in 

our random selection. This means that the actual number of 

questionnaires which we will be able to analyze will be 

fewer than the number in the original sampling and that the 

questionnaire will lose some of the "randomness." 

However, the researcher assumes that the responses 

were adequate and are representative of the whole sampling. 

Since the percentage of non-responses was less than antici

pated, final figures are close to the random sampling 

achieved originally. 



CHAPTER III 

SUMMARY SURVEY OF INTEGRATION 
EFFORTS AND PROSPECTS 

In the foregoing chapters the author defined terms, 

treated the nature of the problem, the main hypothesis, 

the usefulness of the study, the nature of the literature, 

and the methodology of the study. In this chapter, it is 

logical to describe and evaluate very briefly what has 

actually been achieved in the direction of economic integra

tion in the developed and the underdeveloped countries. 

However, all emphasis will be on Europe and Latin America. 

Europe 

The European efforts toward integration resulted in 

the formation of the European Economic Community (EEC), and 

the European Free Trade Association (EFTA). These are per

haps the most significant economic integrations developed in 

the world today. 

European Economic Community 

The European Economic Community, generally called 

the Common Market, came into being on January 1, 1958, after 

Belgium, France, Italy, Luxemburg, the Netherlands, and West 

Germany signed a treaty in Rome in March, 1957, to work 
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toward a customs union and free flow of goods and services. 

Only 13 years old, it has already proved itself astonish

ingly successful. The six member nations comprise a market 

of some 187 million (est. 1969) people, nearly equal to the 

United States population of 203 million in 1969 (Figure 2). 

The rationale behind the establishment of a Common 

Market, according to The Chase Manhattan Eank report issued 

in October, 196 9 (p. 5), can be attributed to two signifi

cant goals: the development of a regional pattern for the 

production and distribution of iron ore, steel, and coal, 

and integration of the member countries' economies to bene

fit from a large-scale production and marketing unit which 

could approach in size that of the United States. 

The success of the European Common Market can be 

measured in many different ways, none of them completely 

accurate. The best available instrument may be the gross 

national product (GNP). It can be defined as "the total 

market value of all final goods and services produced in 

the economy in one year." Increases in this total from 

year to year represent growth rates and are generally ex

pressed as percentages. 

The countries of the European community, largely 

because of the establishment of the Common Market, achieved 

a higher average rate of economic growth in 1969 than that 

achieved by the United States, according to the Common 
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Source: United Nations. Demographic Yearbook, 196 9. 

1964 1965 1966 1967 1968 1969 

Year 
Figure 3. European Economic Growth 

Source: Chase Manhattan Bank, January 1969, p. 24. 



Market. Board estimates (Figure 3). However, it is neces

sary to treat the raw figures with some reserve because of 

such factors as inflation. A mere increase in figures be

cause of inflation could mean no increase in the standard 

of living or in GNP. With these and other reservations, 

GNP does help, particularly in the developed countries, to 

measure the extent of the economic growth of the community. 

A report by the European Communities Commission 

(1968, p. 16) on the economic situation in the community 

gave a summary of the value of trade between member coun

tries. It reported that import statistics for 1968 show 

that the value of trade between member countries over the 

previous year had increased by about 14 per cent. A more 

than fourfold increase had occurred in intra-community trade 

since 1958, when the Rome Treaties came into force. 

European Free Trade Association 

The European Free Trade Association consisted orig

inally of Austria, Denmark, Norway, Portugal, Sweden, 

Switzerland, and the United Kingdom. It was created by 

treaty on January 4, 1960, effective May 3, to reduce grad

ually customs duties and quantitative restrictions between 

members on industrial (but not agricultural) products. By 

December 31, 1966, tariffs and restrictions had been elim

inated. Finland and Iceland have become members since the 

inception of EFTA. 
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The essential difference between the Common Market 

and EFTA is that while the Treaty of Rome lays down a com

mon external tariff to be levied on all goods coming from 

non-member countries, the members of EFTA maintain their 

own existing levels of tariffs toward goods coming from the 

rest of the world. 

Latin America 

There are two regional groups in Latin America: the 

five-nation Central American Common Market (CACM) and the 

eleven-nation Latin American Free Trade Association (LAFTA). 

Both have been operating for about nine years, and both have 

as a major goal the industrial development of their members 

through the regional integration of individual national mar

kets . 

Central American Common Market 

Central America is the area lying geographically 

between Mexico and Panama and contains five of the twenty 

Latin American countries. Here live some 14 million people 

(1969 est.), with a birthrate exceeding that of the region 

as a whole, but with per capita income approximately $300 a 

year (1969 est.) (Figure 4). 

The Common Market in this region is the result of a 

lengthy period of study and negotiation begun in 1951 and 

ending in the General Treaty on Central American 
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integration, signed in Managua in December 1960 by all five 

countries, namely, El Salvador, Guatemala, Honduras, 

Nicaragua, and Costa Rica. 

Economic necessity was the leading factor behind 

the creation of CACM.. The countries are heavily dependent 

on the world commodity markets, since four products—coffee, 

cotton, cocoa, and bananas—account for 90 per cent of 

their exports. More important was the general realization 

of the obstacles to industrial development arising from the 

small national market. Development is further hampered by 

the virtually complete absence of certain basic natural 

resources, primarily coal and oil. 

The success of the Latin American Common Market 

cannot be measured alone by the gross national product, 

since the GNP in underdeveloped countries is not always 

reliable. However, indicators of the progress during the 

1960-1968 period are summarized by the Chase Manhattan Bank 

in their report (April 1969, p. 13) to include the follow

ing: (See Figure 5.) 

a. An increase in intra-regional trade from $33 
million to about $260 million, thus raising 
the share of such imports in the regional" total 
from 6 per cent to over 20 per cent. 

b. A thirteen-fold growth of trade in manufactured 
goods, to an estimated $140 million. 

c. A 5.2 annual rate of economic growth for the 
region, which has pushed up per capita incomes 
from $257 to over $300. 
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The Latin American Free Trade Association 

The Latin American Free Trade Association came into 

being in June 1961 with the ratification of the Treaty of 

Montevideo, as reviewed by Urquidi (1962). Eleven coun

tries are members, namely, Argentina, Brazil, Chile, Colom

bia, Ecuador, Mexico, Peru, Paraguay, Uruguay, Venezuela, 

and Bolivia. 

The population is some 225 millions (1969 est.), 

and it has the highest rate of population growth in the 

world. Average per capita income is difficult to estimate 

but does not exceed $300 a year. Over 80 per cent of 

regional exchange is in primary products, although manu

facturers are growing in relative importance. 

A number of factors, one of them of much greater 

significance than the others, brought LAFTA into exist

ence. The success of the European Common Market and the 

steady movement in Central America toward economic integra

tion undoubtedly encouraged the larger Latin American 

nations. But the most important factor is economic neces

sity. General Agreement on Tariffs and Trade Reports (1961, 

p. 85) explains the reason: 

Considering long-terra trends, the development of 
Latin American trade has been quite slow, even in 
comparison with the other non-industrial countries. 
In fact, with the sole exception of 1954, the year 
of buoyant coffee prices, the development of terms 
of trade throughout the 1950's has been less favor
able for Latin America as compared with the non-
industrial areas taken as a whole. 
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The Common Market in Europe and Latin America has 

made much more dynamic economic growth than Free Trade 

Associations. In Europe, the success of the European Com

mon Market has motivated many countries, both inside and 

outside of Western Europe, to seek some form of accommoda

tion with the Common Market—be it full membership or a 

special trade agreement. Were Britain to join the EEC, 

most of its other partners in EFTA would be in line for 

membership or association, since much of the foreign trade 

of these partners is with Britain (which alone contains well 

over one-half of the total population of the European Free 

Trade Association). 

Kitzinger (1964, pp. 21-59) confirms the domination 

of EFTA by Britain and the slow progress being made by EFTA. 

In Latin America, the Latin American Free Trade 

Area (LAFTA) is considerably less successful than the Central 

American Common Market (CACM). A report by the United Na

tions (1957, p. 9) indicates that CACM is involved more in 

guiding economic development than is LAFTA. The report 

states that: 

The salient feature of the Central American eco
nomic integration program is that it promotes full 
and general cooperation in all fields among the gov
ernments of the five countries, among the sectors of 
private enterprise, and between the Central American 
countries and the United Nations. The very idea of 
the program is a global one, since it envisages the 
economic development of Central America as a whole. 



Use is made of resources in very different fields 
of activity. 



CHAPTER IV 

THE ARAB COMMON MARKET: 
ITS POTENTIAL AND REQUISITES 

Historical Background 

The common struggle of the Arab countries for eco

nomic and social development through individual and cooper

ative efforts is.the most urgent task facing them at the 

present time. A brief history of their efforts toward co

operation is needed to show progress thus far achieved 

toward establishment of the Arab Common Market. Three 

major steps will be discussed here. 

The first significant step in Arab cooperation was 

the establishment of the Arab League on "March 22, 1945, by 

Saudi Arabia, Jordan, Lebanon, Syria, Yemen, Iraq, and 

Egypt (UAR). Joining later were Algeria, Kuwait, Libya, 

Morocco, Sudan, and Tunisia. The economic objective of the 

Arab League is, according to Diab (1966, p. 238), "to work 

toward close cooperation among its members in economic and 

financial matters, including commercial relations, customs, 

currency and questions of agriculture and industry." 

The second is the Multilateral Trade and Payments 

Convention which became effective in 1953 between Egypt, 

Lebanon, and Jordan; in 1954 for Saudi Arabia and Syria; 
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and in 1955 for Iraq. By virtue of this agreement these 

Arab countries will grant each other tariff reductions of 

25, 50, and 100 per cent for selected commodities. Diab 

further states (1966, p. 239) that in this respect: 

The Arab ministers agreed that the ultimate 
objective of all the measures to be taken should 
be the creation of an Arab market with free move
ment of economic resources and goods, whether 
domestically produced or imported—an institutional 
setup which is currently described in the liter
ature of international trade as a common market. 

The third is the ratification of an agreement by 

some Arab countries in 1964 to establish an Arab Common 

Market. A summary of the events that preceded the ratifi

cation has been provided by Musrey (1969, pp. 107-108): 

In the spring of 1962, the Economic Council met 
in Cairo. The meeting was attended by delegates from 
the UAR, Morocco, Jordan, Saudi Arabia, Syria, Tun
isia, Libya, Algeria, and the Sudan....On January 30, 
1964, Iraq brought the agreement into force as of 
April 30, 1964. Kuwait and the UAR had deposited their 
instruments on September 9, 1962, and May 25, 1963, 
respectively. Instruments of ratification were sub
sequently deposited by Syria on February 24, 1964, 
and Jordan on June 1, 1964. Morocco and Yemen, the 
other signatories to the agreement, did not deposit 
instruments of ratification. 

In implementing the Economic Unity between these 

countries that ratified the agreement, the Arab League text 

of the agreement (1966) supplies the following applicable 

provisions: 

a. Agricultural products, mineral products and products 
of the animal kingdom that have already been 
granted full tariff exemption in accordance with 
the provisions of the Arab Trade Convention, shall 
continue to enjoy such treatment. 



b.- All other commodities of the above categories 
shall be granted a 20 per cent reduction of 
tariff annually. 

c. All commodities of the above categories shall 
be liberated from quantitative restrictions 
(import and export licensing) over a period of 
five years—20 per cent of the number of such 
commodities per year. 

d. All domestically-produced manufactured commod
ities shall enjoy 10 per cent tariff reductions 
annually. 

e. Manufactured products that already enjoy 50 per 
cent tariff reductions in accordance with the 
provisions of the Arab Trade Convention shall 
be completely freed of tariffs over a five-year 
period. 

f. Manufactured products that already enjoy 20 per 
cent tariff reductions in accordance with the 
provisions of the Arab Trade Convention shall 
be completely freed of tariffs over seven and 
one-half years. 

g. All domestically-produced manufactured commod
ities shall be liberated from quantitative 
restrictions (import and export licensing) over 
a period of 10 years— 10 per cent of the number 
of such commodities per year. 

Benefits and Obstacles to 
an Integrated Market 

As an approach to explore the potentialities of an 

Arab Common Market, it is useful to state the benefits as 

well as the obstacles expected of such establishment. How

ever, this research will not discuss this aspect in detail 

because it has been fully explored by such authors as El 

Barrawi (1962, pp. 7-9), and Sayegh (1968, pp. 252-284). A 

summary table of benefits and obstacles will suffice here. 
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BENEFITS OBSTACLES 

1. Economies of Scale 1. Different economic systems 
Larger market 2. Different levels of indus-
Specialization trialization 

2. Increase bargaining power 3. Limited local markets char-
Terms of trade acterized by low level per 
Strength and respect capita income 

3. Greater production effic- 4. Inadequate transportation 
iency & communication systems & 
Competition among entre- facilities 

preneurs 5. The importance of custom 
Inducement of innovation duties as a source of 

and expansion revenue for most of the 
4. Reducing dependence on a Arab countries 

single commodity 6. Movement of factors of pro-
Diversify exports duction 
Resist world demand 7. Variations in economic 

fluctuations relations with third coun
tries 

8. Mistrust 
Political gains 
Equitable distribution of 

benefits 

The Case for Larger Groupings 

An approach limited to small groupings was advocated 

by some statesmen and some authorities in the field. One 

approach proposed by King Hussein of Jordan as reported by 

Nutting (1964, p. 395) was to "form four different Arab 

federations—a Maghreb Unit of Morocco, Algeria and Tunisia; 

a Nile Valley Federation of Egypt and Sudan; a Fertile Cres

cent Union of Iraq, Syria, Lebanon and Jordan; and a Federa

tion of the Arabian Peninsula." 

A second approach was proposed by Sayegh (1968), who 

argued in favor of formulating two economic unities: "(1) 

Economic unity among the Arab oil-producing countries, and 
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(2) economic unity among the Arab non-oil-producing coun

tries." He even went further to advocate an economic unity 

with a minimum of two small countries. In his words: "The 

Arab oil community could be established by a minimum number 

of participants...Kuwait and Saudi Arabia could, as the 

only participants in the community, fulfill the two func

tions, participation and integration." 

It might be regarded as advantageous that, within a 

smaller group, the consequences of integration might be 

predicted or influenced more easily and so better controlled. 

That geographically smaller groups deserve serious consider

ation would also appear to be indicated by the success of 

smaller groups such as the Central American Common Market. 

It must not be overlooked that the constitution of a smaller 

group might be a means of inducing other countries to show 

greater interest in cooperating on the formation of a geo

graphically wider scheme. Previously uninterested countries 

might change their attitudes when they realize the benefits 

resultant from such integration. A very practical example 

occurred in Europe where the establishment of the European 

Free Trade Association followed the initiative of the six 

to constitute a Common Market among themselves. In Latin 

America, the formation of the Central American Common 

Market induced the establishment of the Latin American 
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Free Trade Association. Both were movements from smaller 

to larger groupings. 

An approach limited to smaller groupings should not 

be made without full awareness of the possible drawbacks. 

One of the most important drawbacks is that the smaller 

group might still not find an ample market to absorb the 

production of their establishment. 

At any rate, there is no substitute for the advan

tages to be gained from larger groupings. These advantages 

are expressed by El Mallakh (1968, p. 135) to include: 

First, politico-economic power in international 
markets by virtue of size and the scale of economy. 
Second, the size of the larger nation's domestic 
market allows it to sell the greatest portion of its 
output at home and thereby reduce the economy's sen
sitivity to economic fluctuation on the international 
level. Third, it may take the greatest advantage of 
the economies of scale derived from mass production. 

The first two advantages are out of reach of the 

Central American Common Market. The success of this inte

grated market is largely attributable to the help and as

sistance received from the United States, who were very much 

interested in such integration. The Arab countries are no 

exception and will face the same difficulties. Even more, 

they will not find the support offered to Latin America by 

one of the big countries. Moreover, the population of most 

countries in the Arab nations is relatively small. About 

half of the countries (Jordan, Kuwait, Lebanon, Libya, 

Yemen, and Tunisia) have a population of five million or 
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less. These factors and others will limit the possibilities 

of establishing an Arab Common Market through smaller group

ing. 

The Requisites and the Necessity 
for a Gradual Approach to Integration 

Great as are the advantages of a Common Market, no 

less great are the requisites for its fulfillment. The suc

cess of an Arab Common Market, which could yield particu

larly important benefits to the participants, should not be 

made by imposing the will of a few countries on others. In 

order for this establishment to be accepted by all partici

pants there must exist or emerge some mutual confidence 

between the countries concerned. Only if all the countries 

involved are convinced that the mutual interest of each is 

preserved, will they make the necessary efforts and accept 

the temporary sacrifices involved in such establishment. 

Equally, a relatively small Arab country will hardly agree 

to merge its market with a relatively large one, if the lat

ter' s attitude shows no awareness of the need for making 

integration a mutually profitable operation. 

In view of the mistrust and lack of confidence that 

exists among the Arab countries, it is not surprising that 

the Arab Common Market undertaking in 1964 has been so lim

ited in membership. What is equally apparent is the system 

some of the Arab countries are supporting other than their 

own. The socialistic system rather than the Arabian system 



38 

is regarded by some to be the solution to the Arabian 

dilemma. A question at this point should be raised: What 

is wrong with a system that takes into account an Arab 

identity which is neither socialist nor capitalist? 

As can be seen from the review of the history of 

the Common Market, most Arab countries were participating 

and fully supporting establishment until the Multilateral 

Trade and Payments Convention in 1953. When the social

istic system was -introduced into the Arab world, the diver

gence among the Arab countries became the role that 

dominated their life. The difficulties encountered in the 

direction of the Common Market are emphasized by Musrey 

(1969, p. 117): "With the presence of Arab socialism, the 

difficulties involved in economic integration become quite 

apparent... governmental ownership and control at the pro

duction, wholesale and retail levels have constituted and 

could constitute further inhibitions." 

To minimize possible obstacles, the Arab nations 

should decide to reach their goals in stages, that is, to 

provide for a test period of two years before any final 

commitments, and then a 12-year transition period for ful

fillment of the Common Market. A test period of at least 

two years is needed to strengthen relationships and remove 

the lack of trust among Arab countries. 
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Yet, the essential responsibility for action in this 

field rests with the Arab countries themselves. The obsta

cles they will encounter should be tackled systematically, 

for the rewards of expanding trade and cooperation in this 

respect are so great that they cannot be treated as subjects 

of low priority. Precisely because a long-range process is 

involved, it is necessary that the Arab countries should 

undertake appropriate commitments soon. 



CHAPTER V 

THE MARKET STRUCTURE 

The Arab countries are characterized by the narrow

ness of their domestic market due to low per capita income, 

low level of education, and many other variables. These 

traits weaken the demand for the production of the Common 

Market and make it difficult for industrial firms to attain 

the optimum volume of production needed to achieve sub

stantial economies of scale. 

This chapter is an examination of the market struc

ture in the Arab countries. Such an analysis is needed for 

three reasons. First is the necessity to evaluate the exist

ing market structure and to examine the prospects for im

provements to support the establishment of the Common Market. 

A second reason for close scrutiny is to throw some light on 

the generally-held assumption that a Common Market will 

result in a larger market. The validity of this widely-held 

belief, particularly in underdeveloped countries, must be 

tested by careful analysis of population, income, literacy, 

and many other variables. The final purpose is to examine 

certain common characteristics peculiar to the Arab coun

tries such as language and religion which facilitate the 

degree of harmonization necessary for a merger of national 
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markets. Although data are scanty on the market structure 

of the Arab countries, it is possible to make some general

izations based on a critical analysis of the data available 

in a variety of published materials. 

The meaning of market structure and its components 

can be deduced from this statement by Professor Davis 

(1961, pp. 131-132): 

Perhaps our most common day-to-day use of the 
term "structure" is in connection with buildings. 
We speak of the structure of a building, implying 
the manner in which it is put together and its 
form in terms of size, height, and width. A build
ing is constructed by putting parts together, 
thereby giving a total structured effect. Simi
larly, the structure of a market can be defined as 
representing the arrangement of the parts of the 
market. The parts are represented by the buyers 
in terms of who they are and where they are. 

However, this definition of market structure is not 

complete. In addition to answering the "who" and "where" 

questions, we must determine the size of the market and 

describe the characteristics of its component parts. This 

will lead us in general to study the present population and 

its distribution; its growth and projected growth; its char

acteristics; and its income as a major determinant of the 

size of the market. 

The Size of the Market 

The Arab countries are individualistic in inclina

tion, and nationalism is a strong force. Industrialization 

plans are formulated by each country without regard to 
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neighboring Arab markets. This individualistic tendency 

does not take sufficiently into account a number of impor

tant factors, the most significant being the limited size 

of the domestic market in each Arab country. 

Several indicators of the limitation of the size of 

the market can be cited and supported by reports of acknowl

edged experts in the field. 

a. One limitation of the size of the market is indi

cated by_the low purchasing power characteristic of 

some if not all of the Arab countries. According 

to Issawi (1963, p. 183), "The Egyptian population 

is sufficiently big to support most industries at 

an adequate scale. But this is largely offset by 

the low per capita income." 

b. The fact that in Arab countries a very large number 

of industries are working far below capacity is 

another indication of the limitation of the size of 

the market. The report of the United Nations on 

Industrial Development in the Arab Countries (1967a, 

p. 57) confirmed such limitation. It reported that 

Syrian cotton industry operates at a relatively low 

capacity (59 per cent) compared with the industrial 

countries (95 per cent) of total capacity. 

c. The difficulties encountered in establishing large-

scale industries is also another limitation of the 
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size of the market. This is indicated by the Inter

national Bank Report (November 1, I960, p. 73: 

"The development of petrochemical industry in Saudi 

Arabia requires a large plant with a high rate of 

productivity, a diverse range of products that neces

sitates a wide market to sustain." A further 

report from the United Nations Economic and Social 

Council on Algeria, Libya, Morocco, and Tunisia 

(1964, p. 71) states: 

Real industrial growth depends essentially 
on stimulating activity at key growth points. 
This in turn means the laving down or expan
sion of modern industries strategic for eco
nomic development. Such industries are 
mainly large-scale in character with a min
imum size which is beyond the scope of 
existing or immediately foreseeable national 
markets; hence there is an imperative case 
for sub-regional coordination of industrial 
development. 

So much for the limitations of the size of the mar

ket for individual Arab countries. A question still re

mains: Will the Arab Common Market constitute a larger mar

ket? The answer to such a question will be delayed until 

we have some understanding of the components of the size of 

the market. 

Present Population and Its Distribution 

One major determinant of the size of the market is 

the total number of consumers represented by the population. 

In many cases gross population figures of some Arab countries 
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can only be estimated. Even where a census has been taken, 

data need careful analysis, and a five- to ten-year lag 

period must be considered. Figure 6 presents the distribu

tion of population by country and area in the Arab nations 

in 1968. 

The population density varies greatly from one coun

try to another. However, on the average, the density per 

square mile in Iraq, Jordan, Kuwait, Lebanon, Syria, U.A.R., 

Tunisia, and Morocco is much higher than in Saudi Arabia, 

Algeria, Libya, and Sudan. The former group is somewhat 

comparable with the world density, while the latter is even 

lower than that of Latin America which has the lowest den

sity in the world. And, if desert area is excluded, density 

in the former countries will be far greater. The case of 

Lebanon with a density of 642 persons per square mile is a 

good example. This density can be compared with the densely 

populated countries of Europe, e.g., Belgium (753), and New 

York in the United States (350). 

The density of population alone, however, is not the 

prime factor. McCarthy (1964, p. 205) states, "If we are 

interested in sheer numbers, population density helps spot 

large potential markets." 

Population Growth and Projected Growth 

While the current population represents the size of 

the market at this point in time, population growth and 
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projected growth represent the potential market in the fore

seeable future. People yet unborn will have more opportu

nity than their previous generations for education and higher 

standard of living and so represent a potential market that 

needs to be considered in evaluating the Arab Common Market. 

Considerable attention should also be directed to the 0-14 

age group in the Arab countries as we will see later. The 

importance of studying the population growth has been re

vealed by Fournis. (1962, p. 77) in his study of the European 

Economic Community: 

While Italy's population in 1960 was almost 10 per 
cent higher than that of France (49,260,000 as against ' 
45,355,000), by 1970 French population growth was ex
pected to be greater; that is, 3.5 million for France, 
and 3.15 million for Italy. If a market study were 
to emphasize total population, the ranking of the Big 
Three Nations for 1960 would be Germany, Italy, and 
France, which together accounted for 88 per cent of 
the Common Market. If rate of population growth were 
stressed, the order would become Germany, France, and 
Italy, accounting for 87 per cent of the market's 
gain. 

The population in the Arab countries has been grow

ing continuously and will continue to grow with an estimated 

annual rate of growth ranging from 1.7 to 6.8 (Table 2). 

The growth of the population in the Arab countries taken as 

a whole were estimated to be approximately 10 million every 

four years. This means that within a period of 44 years, 

beginning in 1968, the population will double. However, the 

different rate of population growth in individual countries 

should be considered. 
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Table 2. Population Growth and the 
Rate of Growth in the Arab Nations* 

COUNTRY 
Population (1, 
1960 1964 

000) 
1968 

Annual Rate 
of Increase 
1963-68 (%) 

Algeria 10,800 11,675 12,943 2.9 

Morocco 11,640 12,959 14,580 2.9 

Sudan 11,770 13,180 14,770 2.9 

Tunisia 3,890 4,260 4,660 2.2 

United Arab Republic 25,922 28,659 31,693 2.5 

Iraq 6,945 7,910 8,634 2.4 

Jordan 1,695 1,850 2,039 3.2 

Kuwait 278 426 540 6.8 

Lebanon 2,110 2,345 2,580 2.5 

Saudi Arabia N/A 4,600b 6,990 1.7 

Syria 4,561 5,113 5,738 2.8 

Yemen 5,000 5,000 5,000 N/A 

Libya 1,349 1,959 1,803 3.7 

Total 90,960° 99,936 111,970 

*Souroe: United Nations Publications. Demographic 
Yearbook, 1969. 

aUnited Nations Publications. Statistical Yearbook, 
1969. 

Kingdom of Saudi Arabia, Central Planning Organiza
tion, Economic Report, 1968-6 9 (Riyadh). 

n 
Assuming Saudi Arabian population about 5 million. 
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The growth in population, though encouraging as a 

potential market, does not indicate a larger market. It 

should be studied in combination with some other variables 

before a valid judgment can be established. 

Population Characteristics 

The size of the market cannot be determined alone 

by the population and its growth. Such variables as age 

structure, urbanization, income, and education and literacy 

should be studied in combination with population figures. 

Age Structure. The study of the age structure in 

the Arab countries is important for several reasons. The 

size of the 0-14 age group (over 40 per cent of the total 

population) compared to that of the age 15-85 group (see 

Table 3) throws light on the magnitude of the potential mar

ket. Also, the age structure determines the present and 

future rhythm of population growth. 

The distribution by age group, as can be seen from 

the table, clearly reveals the extreme youth of the popula

tion reviewed. Data confirm this tendency for other coun

tries. If comparison is made between the Arab countries and 

a country in Europe, the difference is striking. In France, 

for example, the proportion of those aged 0-14 is a little 

less than half that of any Arab country. While the propor

tion of those aged 45-85 is twice as great in France as that 

in any Arab country. 



Table 3. Distribution of Population, by Broad Age Groups, 
in Selected Arab Countries, and in France (in millions)* 

Country 
Both 
Sexes 

. 0-14 

Males 
Fe
males 

Both 
Sexes 

15-29 

Males 
Fe
males 

Both 
Sexes 

30-44 

Males 
Fe
males 

Both 
Sexes 

45-85 

Males 
Fe
males 

Algeria 5.704 2.918 2.786 2.716 1.339 1.377 1,802 .881 .921 1.851 .923 .928 

Percent 47.3 48.1 46.4 22.5 22.1 22.9 14.9 14.6 15.3 15.3 15.2 15.4 

Iraq 3.857 2.006 1.851 1.689 .833 .856 1.232 .620 .621 1.253 .635 .618 

Percent 48.0 49.0 47.0 21.0 20.3 21.7 15.4 15.2 15.6 15.6 15.5 15.7 

Kuwait .178 .092 .086 .154 .102 .052 .091 .066 .025 .043 .026 .017 

Percent 38.2 32.2 47.8 33.0 35.7 28.9 19.5 23.0 13.9 9.3 9.1 9.4 

UAR 11.109 5.734 5.375 5.863 2.895 2.968 4.652 2.315 2.337 4.357 1.223 2.234 

Percent 42.7 47.1 41.6 22.6 23.8 23.0 17.9 19.0 18.1 16.8 10.1 17.3 

France 12.480 6.361 6.119 10.723 5.502 5.221 9.846 4.994 4.852 16.706 7.392 9.314 

Percent 25.0 26.2 23.9 21.5 22.7 20.4 19.8 20.6 19.0 33.7 30.5 36.7 

Source: United Nations Publications. Demographic Yearbook, 1969. 
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Marketing, however, is concerned not only with age 

distribution per se, but with the influence of various age 

groups on buying decisions. To quote Barnes (1961, p. 37): 

"The high youth ratio, supposed to increase demand and pro

duction, turns out to be a high dependency ratio. It is 

also a vicious circle since the more young people, the 

higher the birthrate; and the higher the birthrate, the 

more young people." 

Since this situation is quite true in most parts of 

Arabia, the author is optimistic that such dependency ratio 

will be substantially reduced with the rising level of edu

cation and industrialization. This optimism is confirmed by 

a study of a sample of 4500 persons from five countries in 

the Middle East and the United States. The study was con

ducted in part by students in Egypt, Iraq, Lebanon, Syria, 

and Jordan. One of the conclusions drawn from this study by 

Najarian (1959, p. 43) is that "Education and independence' 

are emerging values" in the Arab countries. 

Urbanization. While the study of the pattern of 

migration in every Arab country is beyond the scope of this 

research, the main features of this situation are indicated 

in Table 4, which shows that capital cities in the Arab 

countries have experienced an annual rate of growth between 

4 and 18 per cent. This tendency for the capital city to 

overshadow all others is a notable feature, exemplified by 
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Table 4. Growth of Capital Cities 
of Selected Arab Countries* 

E=Estimate C=Census 

Country Capital Year Population 

Annual 
Growth 
Rate 

Saudi Arabia Riyadh 1962-63 Ch 169,185 Riyadh 
1968 E 300,000 O

 
• o
 

Syria Damascus 1960 Cb 529,963 
1966 E 618,000 3.1 

Kuwait Kuwait 1957 C 125,929 
1961 C 152,218 4.9 
1965 c 295,273 18.0 

Jordan Amman 1952 c 108,304 
1961 Cc 246,475 2.8 
1966 E 323,000 5.6 

Iraq Baghdad 1947 c 523,870 
1957 c 862,076 5.1 

*Source: United Nations Publications. U.N. Demo
graphic Yearbook, 1967. 

aDoxiadis Associate Consultants. Riyadh; Existing 
Conditions (July 1968) . 

Syrian Arab Republic, Ministry of Planning, Direc
torate of Statistics. Statistical Abstract, 1966. 

cGovernment of Jordan and the United Nations Economic 
and Social Office in Beirut. Social Survey of Amman, 1966. 
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Baghdad, which contains 20 per cent of the Iraq population; 

Amman, with 14 per cent of the Jordanian population; Beirut, 

with nearly a third of the inhabitants of the country; 

Kuwait City, where three-quarters of the population of 

Kuwait live; and Cairo, which passed the 4.25 million popu

lation mark, according to the latest estimate, becoming the 

largest city among the Arab countries and the eighth largest 

in the world. 

The rapid growth in capital cities, as explained by 

one member of the United Nations Secretariat and former 

United Nations Regional Demographic Adviser in the Middle 

East, was not due to international migration. Jones (1969, 

p. 210) states: 

When a capital city doubles in size within ten 
years, it is easy to suspect that international 
migration has played a part. But it has not influ
enced the growth of Baghdad at all, since any inter
national migration which has occurred has been away 
from Iraq; and in Amman it has been limited in the 
last decades to the influx of Palestine refugees 
since 1948. Amman's population has more than treb
led since 1952, and in those years no immigration— 
indeed, rather the reverse—has occurred. 

However, the urbanization is not restricted to cap

ital cities alone. Each Arab country has at least one city 

of over 100,000: Iraq has five such cities—Baghdad, Basra, 

Mosul, Kirkuk, and Najaf; Saudi Arabia has more than three— 

Riyadh, Mecca, Jeddah, and Medina; Syria has four—Damascus, 

Aleppo, Horns, and Hama; Algeria has three—Algeria, Constan-

tine, and Oran; and Libya has Bengazi and Tripoli. 
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This concentration of population may aid large-

scale distribution, thus making economies in operation 

feasible. Marketing facilities serving these large market

ing areas must respond accordingly. 

Education and Literacy. The marketing structure is 

influenced by the people's literacy level and educational 

achievements. A low literacy rate may make it extremely 

difficult to build up and successfully run a more sophisti

cated marketing system. Specifically, literacy affects not 

only the level of income by which the size of the market can 

be increased, but also the communication of information that 

is pertinent to a wider market. 

Table 5 presents the illiteracy rate by age group 

and sex. It reflects the belief that the illiteracy rate 

in general at age 10-14 is less than that in other age 

groups. This market segment represents a large portion of 

the population in the Arab countries and an encouraging 

potential market. The table reflects an effort to increase 

school enrollment for the younger age groups. 

The major difference between males and females re

garding illiteracy is gradually disappearing with the rising 

level of education for girls. More recent data confirm this 

tendency for all Arab countries. 

For example, in Saudi Arabia, schools for girls 

started in 1959 and have developed rapidly. The concept that 
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Table 5. Illiteracy Rates, by Age Group 
and Sex, in Selected Arab Countries* 

Iraq Jordan Kuwait Syria 
Age (1957) (1961) (1957) (1960) 

MALES 

10-14 53.1 25.0 20.3 31.4 

15-19 58.6 37.6 46.4 32.9 

20-24 62.8 — 52.8 36.4 

25-34 72.8 44.3 56.0 49.1 

35-44 81.5 48.1 61.1 56.6 

45-54 . 83.7 61.7 67.7 68.4 

55-64 87.9 78.9 77.3 74.4 

65 and over 88.7 — 84.6 78.0 

FEMALES 

10-14 82.3 66.0 46.3 69.3 

15-19 86.7 80.9 71.4 73.6 

20-24 91.2 — 70.4 81.0 

25-34 94.3 85.6 77.0 88.1 

35-44 97.4 88.6 86.7 91.7 

45-54 98.2 93.1 93.6 94.7 

55-64 99.0 96.8 96.3 96.6 

65 and over 99.6 — 97.4 98.4 

*Source: United Nations Educational, Scientific and 
Cultural Organization. Statistical Yearbook, 1957-1969. 
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an educated woman is a better citizen has spread from the 

government to the home of every Saudi Arabian citizen. 

During the year 1967-68, the number of girls' schools in

creased by 16 per cent, the number of students in primary 

schools by 19 per cent, and the number of students in other 

schools by 63 per cent, as compared to the previous year. 

The progress achieved in the field of female education be

comes even more vivid when one considers the growth over 

the five-year period from 1962-63 to 1967-68 (Table 6). 

Table 6. Rising Level of Education 
for Girls in Saudi Arabia: Institutions, 

Students, Employment as Teachers 

Girls' Education 1962-63 1966-67 1967-68 

Schools 60 233 271 

Students in primary schools 11,800 67,903 81 ,067 

Students in other schools 261 3,257 5 ,306 

Teachers 597 2,536 3 ,356 

Source: Annual Report of the Research Department of 
Saudi Arabian Monetary Agency for the Year 1967-68 (1968, 
P. 54). 

Moreover, higher education is becoming increasingly 

important. According to the United Nations Educational, 

Scientific and Cultural Organization Statistical Yearbook 

(1967), in Jordan, Lebanon and Syria, the rate of enrollment 

at the university level is comparable to that obtained in 

industrial countries in Europe (about 5 per cent) but below 
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that prevailing in the United States of America (about 10 

per cent). 

Income Level and Projected Growth. Income in the 

Arab countries is not equally distributed geographically. 

However, it should not be concluded that a high-income 

country necessarily represents a big market. Population in 

that country may be relatively small. To take an unusual 

example, Kuwait with its high per capita income, not only 

among the Arab countries but in the world today (Table 7), 

has a population of approximately 540 thousand people. This 

high income, low population country represents a good mar

ket but not a big one. 

On the other hand, a low-income country does not 

necessarily have poor potential. There may be a good per

centage of wealthy people in that country, and a low-income 

market may present a potential market for certain kinds of 

goods. McCarthy (1964, p. 213) states: 

Since the level of income in markets is an impor
tant factor in measuring their potential, a high 
figure is encouraging, but a low one does not neces
sarily mean the market should be ignored. The market 
grid approach must be considered...There may be 
wealthy pockets within an otherwise poor country, and 
even low-income markets may be attractive for certain 
kinds of goods...which can be marketed successfully. 

There are no available figures for the rate of 

growth in per capita income. However, most Arab countries 

plan to double national income in 10 years. 
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Table 7. Per Capita Income in Individual 
Arab Countries (in dollars)* 

Per Capita 
Country Income 

Morocco 170 

Algeria 193 

Iraq 270 

Jordan 230 

Kuwait 3,410 

Lebanon 480 

Libya 640 

Saudi Arabia 240 

Syria 180 

Tunisia 200 

Yemen 90 

Sudan 106 

United Arab Republic 160 

* 
Source: The New York Times Encyclopedia Almanac, 

1970 (New York). 
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A summary of growth in per capita income was given 

by Remba (1966/ p. 61): 

Average per capita income more than doubled from 
less than $100 at the end of World War II to $200-
$250 by the mid-1960's. This is more than twice as 
high as the per capita incomes of $85-$110 in South 
Asia, the Far East and Africa. While Latin America 
led the underdeveloped world with individual income 
of $300-$325, its rate of growth has lagged behind 
that of the Middle East. 

The basic question then is whether the countries 

concerned have good potential prospects of raising per cap

ita incomes for an increased population. With population 

rising at an average of three per cent yearly, it will take 

several years for per capita income to double. 

Social Classes. There is little if any empirical 

data available from which to draw sound conclusions concern

ing social class structure in the Arab nations. No single 

attempt to investigate the stratification using criteria 

such as status, income, and occupation has been tried. This 

is because of the limited extent of information available 

throughout the Arab countries. The following is an attempt 

to suggest general ideas which lack quantitative data to 

complement them. Some future research will be needed to fill 

the gap. 

The Arab nations' population of 111 million are not 

all "consumers" in their present ability to buy goods and 

services, but fall into three social classes: (1) the very 

rich, top 10-15 per cent of the Arabian populace—the upper 
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class; (2) the next 30 per cent of the total population, a 

moderate income group, growing at an increasing rate—the 

middle class; (3) the remaining 55 per cent, at or below 

the subsistence level, often isolated in remote villages 

with little or no ability to buy even the bare necessities 

of life—the lower class. Large numbers of people in this 

class are moving to the cities seeking work as unskilled 

laborers. 

The Upper Class constitutes a market of approxi

mately 160,000 consumers, having a great amount of income 

at their disposal. The people in this class can pay the 

price for virtually anything they desire, and they spend a 

large percentage of their income, demanding the best qual

ity or latest style. A higher price often means status to 

this class. Apart from high government officials, this 

class includes large-scale merchants, real estate owners, 

and even industrialists. 

The Middle Class, until recently, was a very small 

sector of the population, but it is now growing rapidly, 

according to Berger (1958) and Halpern (1963, pp. 54-55). 

This class can grow even more rapidly if significant por

tions of the lower class can continue to break these bar

riers of ignorance and poverty. Such a move to overcome 

these barriers will likely find the returns extremely 

attractive to the Arab Common Market. 
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The middle class is largely composed of various 

groups of professionals (doctors, engineers, etc.)/ mer

chants who own small- and medium-size stores, and the edu

cated class in general. People in this class can afford to 

buy necessities as well as recreational items within a 

reasonable price range. 

A tremendous potential exists for growth in Arabian 

middle class markets. The most noticeable growth, claims 

Lipsky (1959), emerged from Saudi Arabia. 

Issawi (1966) contends that the emerging middle 

class in the Arab nations is quite different from those in 

Europe. The middle class in Europe that emerged several 

centuries ago were almost the class of entrepreneurs. He 

concludes that there is no Middle Eastern middle class. 

The Lower Class is the poorer segment of the popula

tion, comprising approximately 55 to 60 per cent of the Arab 

nations' population. Located in isolated villages, small 

towns, or the worst slums of the cities, these people's 

earnings are insufficient for upkeep of the family. People 

in this class include landless Fellahs, Bedouins, low-wage 

workers, and servants. This class includes persons who have 

little or no formal education. 

There are many factors that help to increase the 

percentage of people within this class. The most important 

factor is that industrialization in the Arab countries was 
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not developed until recently. Had industrialization come 

earlier, the percentage of people in the lower social class 

would presently be much lower. 

The lower class currently holds little potential for 

Common Market production. Yet people are slowly becoming a 

part of the rising middle class, which may eventually be 

one of the richest consumer goods markets in the world. 

Marketing and the Arab 
. Society: Unifying Forces 

Since marketing is a part of the everyday life of 

a nation, it is essential to understand all aspects of the 

people's culture and the environment in which they live. 

This understanding will enable us to appreciate the struc

ture of their marketing systems and operations. The study 

of language, religion, family, and the value system can 

significantly add to greater insight into the marketing 

structure of the community under study. 

The Language 

With the exception of a small minority, most people 

in the Arab countries speak standard Arabic. The universal 

use of the Arabic language is promoted through mass media, 

which has definitely brought the languages of the various 

Arab countries closer to each other. 

In Europe, marketers must be aware of language dif

ferences within a specific country and must adjust their 
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advertising media, packaging, labeling, and personal sell

ing accordingly. In Arab countries there is no need for 

such adjustment, since the Arabic language is universally 

spoken throughout the Arab nations. The advantages gained 

can best be realized by understanding the obstacles faced 

by the European Common Market as summarized by Roostal 

(October, 1963, p. 16): 

The main obstacle for a standardized advertising 
approach is the multitude of languages. Even when 
appeals can be standardized, they have to be pre
sented in different languages. This puts a great 
strain on advertising departments and agencies, due 
to the serious shortage of qualified translators 
who must not neglect cultural differences from coun
try to country. Normally the copy has to be sent to 
other countries for final checking. 

We must consider the advanced state of the marketing 

system in Europe relative to that of the Arab nations. This 

leads us to conclude that the advantage to be realized from 

the similarity in languages cannot be sensed unless the mar

keting system can be developed. 

Religion 

In addition to language, religion is a major unify

ing force in the Arab nations. The majority of the popula

tion of the Arab countries are Moslems, except in Lebanon, 

as can be seen from Table 8. 

Religion is a social factor which affects markets, 

since it influences people's habits, their outlook on life, 

the type of goods they desire, and the kind of promotion 
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Table 8. Per Cent of Religious 
Groups in Selected Arab Countries 

Country Moslems Christians Others 

Saudi Arabia 100.0 • — — 

Kuwait 100.0 — — 

Jordan 93.6 6.4 — 

Egypt 91.0 8.0 1.0 

Iraq 95.5 3.3 1.2 

Syria 86.3 12.6 1.1 

Lebanon 34.0 50.0 16.0 

Libya 93.0 5.0 2.0 

Source: Information Please Almanac: Atlas and 
Yearbook, 1970 (New York). 
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they will accept. The frequent holidays in the Arab coun

tries are chiefly religious in nature. Ramadan, the month 

of fasting, is followed by four days of festivities (Id al-

Fitr), and within the month of pilgrimage to Mecca there is 

also a four-day festival (Id al-Adha). These two main oc

casions and others are of great significance to marketing, 

because a large amount of goods during this period can be 

distributed, and services can be offered. In addition to 

religious holidays, "Sunday" is "Friday," according to 

religion, and offices shut or open accordingly. 

The annual Islamic Religious Pilgrimage (Hajj) is 

of special significance to marketing. It draws a large num

ber of foreign pilgrims to the holy cities of Mecca and 

Medina. According to the Annual Report of the Research De

partment of Saudi Arabian Monetary Agency (1968, p. 93), the 

total number of Hajj pilgrims has increased in 1968 to 

374,784 persons against 215,565 in 1956. This influx, in 

addition to an even greater number of Saudi pilgrims annu

ally, has to be considered as representing a very signifi

cant market for such specific goods as gift items and 

textiles. 

In conclusion, any type of goods, promotion, and 

marketing innovation must be considered not only in terms of 

expected productivity, but also in terms of what it would do 

to other parts of the Arab's life, and in terms of the be

liefs and values that might lead him to resist it. 
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Family Ties 

The Arab is known by the family to which he belongs. 

However great his personal talents, a man without a family 

to back him is unlikely ever to count for much in the com

munity. It is not surprising, then, that the individual's 

loyalty and duty to his family are greater than any other 

social obligation. 

Family members look after each other's welfare. 

The father will continue to concern himself with his son's 

affairs, even after his son's marriage. An elder brother 

is expected to take care of the younger members of the 

family. Family ties are rather common to all the Arab 

countries, and these often last a lifetime. 

Most relevant to the study of marketing structure 

is the source of decision making for family purchases. This 

varies from one family to another, depending on particular 

circumstances and the personalities of individuals and 

families involved. This idea is confirmed by the interviews 

conducted in 1955 from a sampling of 4500 persons from five 

countries in the Middle East. The conclusion was in con

trast to what is usually recognized in the literature that 

the man is the one who makes the final decision. According 

to Muhyi (1959, p. 47), who participated in such a study: 

There is ample evidence that even the uneducated 
mothers—and these are in the great majority—have 
often mastered the techniques of subtly managing the 
children, the family budget, and even the husband 
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without appearing to do so. However, where the wife 
is educated, she is likely to share many of the 
responsibilities with the husband. 

The role of women has changed in Arab society by 

the advent of education. Opportunities exist for them in 

education, and jobs that they could never have contemplated 

in the past. Modern women are familiar with foreign prod

ucts and brands. They have greater sense about money and a 

desire for comfort-providing and time-saving goods. They 

want to be freed from household drudgery. Women who tradi

tionally wash the family clothes by hand are beginning to 

use washing machines. With the rising level of female lit

eracy and the increasing number of working women, the mass 

media should make a bid for women as consumers. 

Family size varies considerably from one country to 

another, and even from city to city within one country. 

Churchill (1954) lists the mean size of families in Lebanon 

and Syria at about 5.5. The Ministry of Social Affairs 

(1960) lists the Amman average size family at 6.5. In 

Egypt, according to the census of 1947, the average family 

was 5.5 persons. The size of family has been reduced and 

will continue in this direction. This tendency is con

firmed by the study of 4500 persons in the Middle East by 

Najarian (1959, p. 40) which was referred to earlier: 

The number of children in the families of our 
subjects range from two to nineteen. The most fre
quent number is four, but 50 per cent of the fami
lies have more than six children. Our subjects 
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indicate a family size preference ranging from 2-6 
children. Approximately 20 per cent say that they 
would like to have two children, 30 per cent prefer 
three, and another 30 per cent would like to have 
four children. For the coming generation, there
fore, the size of the family will probably shrink 
considerably. While 50 per cent of the parents 
are reported as opposed to birth control, only 10 
per cent of their children are opposed to it on 
religious grounds. 

The desire for reduced family size is emerging in 

the Arab countries because of the participation of women in 

society, and the belief that the smaller the family size the 

better opportunity for the children to be educated and cared 

for. This belief is becoming commonly recognized among the 

younger generation throughout the Arab nations. Although 

the change in family size has been most striking in the 

upper and middle classes, it is expected to filter down to 

the lower classes with the rising level of education. 

Implications for the Common Market 

The central thesis of our previous analysis of pop

ulation, income, education, etc., is the small size of the 

individual Arab country's market as a factor limiting eco

nomic development. Nurkse (1953, p. 7), who was a leading 

economist, confirmed the importance of the size of the mar

ket to economic development: 

In the exchange economy of the real world, it is 
not difficult to find illustrations of the way in 
which the small size of a country's market can dis
courage, or even prohibit, the profitable application 
of modern capital equipment...Many articles that are 
in common use in the United States can be sold in a 
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low-income country in quantities so limited that a 
machine working only a few days or weeks can pro
duce enough for a whole year's consumption. 

Even if the individual country considers the exter

nal market for the export of their production surpluses, 

the problem will still be acute. First, these countries 

will be mostly dependent on export markets to absorb their 

production. Second, their economies will be very sensitive 

to economic fluctuation on the international level. Third, 

they will lack the "politico-economic power" which only the 

large nations enjoyed. 

Marcy (1960, p. 270) concludes: "A small nation 

may, of course, exercise a domination effect on still 

smaller ones and occasionally even on a larger nation espe

cially if that small nation's products are highly special

ized and much in demand, but a permanent domination effect 

on a large nation is excluded." 

Since economic development is limited by the size 

of the market, the question arises whether the Arab Common 

Market will result in a larger market. Neither sheer num

bers of people nor geographical area alone enlarge the mar

ket. The size of the market is closely linked with popula

tion size, level of income, level of education, transporta

tion facilities, etc. In fact, the Arab Common Market will 

result in a larger market in terms of population figures but 

not with regard to the other variables. 
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Numerous additional factors constitute impediments 

to economic integration among the Arab countries. The 

limitations of specialization, war, nationalism, and inef

ficient skilled labor are but a few of the problems now 

facing Arab countries. It is also important to acknowledge 

that integration is a long-run process and that the dynamic 

change in the economic and social life of the Arab coun

tries will take many years to materialize. 

Some indications of a change lead us to be optimis

tic about the future of the Arab Common Market. These can 

be summarized as follows: 

a. The distribution by age group clearly reveals the 

extreme youth of the population of the Arab coun

tries. This younger generation is gradually enjoy

ing and benefiting from the educational facilities 

which the older generation missed. The rising rate 

of literacy within this group confirms such a view. 

Moreover, there is an indication of a change in the 

dependency ratio, which is expected to be even fur

ther reduced in the future by the increasing level 

of education and industrialization. 

b. The Arab countries are beginning to close the gap 

between the education of males and females, a gap 

which was fairly large and contributed significantly 

to the low literacy rate. 
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The growing number of Arab university students both 

within the Arab countries and abroad will contrib

ute to the existing bodies of managerial skills and 

entrepreneurs, increasing the size of the middle 

class and the purchasing power of the population. 

These numbers are growing and are expected to grow 

even more in the future. 

The tendency among the younger generation to reduce 

family size (presently in upper and middle classes), 

as clearly revealed by the research study groups in 

the Arab countries, will significantly affect the 

education ana the financial resources of the family 

in the future. 

Certain characteristics common to large parts of the 

Arab countries can be utilized in penetrating the 

market. Arab nations represent a homogeneous poten

tial of 111 million consumers, for there is almost 

one language, and, in general, there are similar

ities in social institutions such as religion and 

the family system. This homogeneity will make it 

possible to use the same basic selling methods and 

approaches throughout the area. 

The strong desire to develop the industrial sector 

of the economy by the individual Arab countries and 

the new trend toward economic diversification will 

increase the national income and employment level. 
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g. The improvement in transportation facilities (to be 

discussed later) will contribute to low transporta

tion costs, thus enlarging the markets. 

These and other factors will improve the chance for 

the success of the Arab Common Market. A coordinated plan 

to intensify the efforts to improve the quality of the pop

ulation and raise their standard of living will contribute 

more to the future prospects of the proposed Arab Common 

Market. 



CHAPTER VI 

INDUSTRIAL FIRMS AND MARKETING INSTITUTIONS 

As a background to the analysis of responses to the 

questionnaires that will be undertaken in a subsequent sec

tion, the general characteristics of the Arab economies and 

industrialization will be described. This will include brief 

discussion of the dependence of the Arab countries on foreign 

economies, Arab resources and their potentials, the duplica

tion in industrial establishments, and the need for coopera

tion between the Arab countries and the rest of the world. 

This information is needed so that reasons behind responses 

to the designed questionnaires can be understood in the con

text of the existing structure of the Arab economies. 

Dependence on Foreign Economies 

It is estimated that primary commodities account for 

about 85 per cent of the exports of the underdeveloped coun

tries. Over one-half of the total value of exports of these 

commodities (excluding petroleum) is absorbed by developed 

countries (Figure 7). This means that the price and output 

of these commodities are dependent to a greater extent on 

developed countries' demand and supply conditions. Moreover, 

the demand for improvement in terms of trade is always 

72 
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threatened by the development of substitutes and a greater 

loss in export. Uncertainty about future demand and supply 

prospects encourages most developing countries to diversify 

their economies. The diversification involves not only the 

choice of product into which to diversify, but also each 

country's overall strategy for economic growth. 

The Arab countries, dependent upon foreign economies 

to a considerable degree, are no exception. Primary commod

ities , which account for a large portion of their exports, 

are absorbed largely by developed countries (Figure 8). Mod

ification of this policy began a few years ago as part of 

the overall industrialization programs. In Saudi Arabia, 

for example, the share of manufacturing in the total GNP in 

1966-67 (1387-88) was 2.5 per cent, according to the Annual 

Report of the Research Department of Saudi Arabian Monetary 

Agency (1968, p. 31). However, the government has recently 

through PETROMIN (General Organization for Petroleum and 

Minerals) embarked on the promotion and establishment of 

fourteen large industries which will be financed largely by 

the government in conjunction with the private sector. The 

U.S. Department of Commerce report on Lebanon (1969, p. 5) 

states that in Lebanon, "Industrial production and industrial 

exports have increased significantly since 1967. Industrial 

exports in 1968 were 46 per cent higher than in 1967. First 
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half exports in 1969 were 20 per cent higher than in the 

corresponding period in 1968." 

The Resources and Their Potentials 

When one speaks of the resources of the Arab coun

tries, his mind instinctively turns to petroleum, dismissing 

all other resources. Insofar as large numbers of the Arab 

countries are dependent on petroleum, there is some reason 

for this attitude. 3ut, when viewed as a group, the Arab 

countries represent a highly endowed region with a wide vari

ety of mineral and agricultural raw materials (Figure 9). 

At this point in the analysis, it would be appro

priate to take each country in the Arab nation and survey 

its resources. That task, however, would be too arduous and 

would not serve a useful purpose. A more sound approach is 

to classify the Arab countries into four groups—some coun

tries classified in more than one group—basing the classi

fication upon the resources common to each and dealing with 

these classes one at a time. 

Group 1: The Petroleum Rich Countries— This group 

includes Saudi Arabia, Kuwait, Iraq, Algeria, and Libya. 

Large portions of these countries' foreign exchange are 

dependent on petroleum. 

Group 2 : The Agricultural Countries— This group 

includes the United Arab Republic, Syria, Jordan, Lebanon, 

Yemen, and Iraq. In some countries, certain agricultural 
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products are considered competitive, such as cotton, which 

constitutes a major portion of the exports of the United 

Arab Republic, Syria, and Sudan. Some are varied and not 

competitive, such as vegetables in Jordan, fruit in Lebanon, 

dates in Iraq, and coffee in Yemen. The variety of agricul

tural products in the Arab countries is confirmed by the 

United Nations report of Studies on Selected Development 

Problems in Various Countries in the Middle East (1967b, 

p. 20). 

El Mallakh (1968, p. 170) indicates that the great

est competitiveness in the Arab Common Market will probably 

exist between Syria and the United Arab Republic. Both em

phasize cotton. However, he believes that the difference in 

quality of cotton will dictate the type of finished product. 

Group 3; Countries Rich in Mineral Resources— 

Sayegh (1968, p. 275) states that Morocco, Algeria, and Tu

nisia are richer in mineral resources than those of the rest 

of the Arab countries. A somewhat significant proportion of 

world output of lead, zinc, coal, lignite, phosphates, and 

iron ore are found in these countries. 

However, iron ore is also found in large quantities 

in Saudi Arabia and the United Arab Republic, phosphate 

deposits and potash in Jordan. 

Group 4: Countries in which the Service Sector is 

the Major Source of Revenue—This group includes Lebanon 
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and Jordan, where tourism continues to be a principal source 

of foreign exchange. 

Some Arab countries are rich in sea resources, such 

as Saudi Arabia, and to a lesser extent, Algeria. This re

source has a considerable potential but is relatively under

developed due to a lack of preservation techniques. Animal 

products are also of considerable importance, particularly 

in Sudan. 

Structural Transformation in Arab Economies 

Arab countries are witnessing the beginning of a 

structural change in their economies by individual efforts 

to expand the industrial base and to diversify production. 

A few years ago, a list of traditional manufacturing firms 

would have included only clothing and textile products, food 

processing, cement and cement products, dairy products, soft 

drinks, wood and furniture, printing and publishing, etc. 

In these activities the small size of the market in each 

country generally resulted in the establishment of firms too 

small to achieve low-cost production. The last several 

years have witnessed industrial progress beyond the tradi

tional food processing and textile fields. Included in the 

new lines of production are iron and steel, petrochemicals, 

metalic and nonmetalic products, pharmaceuticals, paper, 

plastic, and the petroleum industry. 
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Hirschman (1958), drawing on statistical data ob

tained from American, Japanese, and Italian experience 

demonstrates why iron and steel, metals, paper, petroleum, 

coal products, chemicals, and textiles are the strategic 

industries in developing economies. Though such industries 

are beginning to appear in the Arab countries, they are 

still in the early stage of structural transformation. Re

liance on imported machinery and equipment from the devel

oped countries has had the inevitable result that Arab 

industry has failed to benefit from scientific and techno

logical advances. What is required for a rapid transform

ation of the present economic condition is not only 

strategic industries, but capital goods industries to bring 

about a structural change. Of course, the Arab nations will 

not be expected to establish such industries in the near 

future or to produce a hundred per cent of their needs, but 

through the establishment of the Common Market they will be 

able to bring about a gradual structural transformation in 

their economies. 

The structural transformation needed should not be 

undertaken at the expense of light industries. This type of 

small- and medium-sized industry cannot be judged to be 

inefficient unless studied in the context of the general 

structure of the Arab countries' economies and environment. 

The emphasis on light industry has some aspects in its favor: 
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a. Light industries have a high output-capital ratio 

and a relatively short investment period. This 

highly motivates entrepreneurs in Arab countries 

to invest their money in this type of industry. 

b. Light industries require small initial capital, and 

the cost of replacement and maintenance is low, 

suiting the needs of the private entrepreneurs. 

c. Narrowness of the domestic market reflects a general 

weakness in demand due to low per capita income and 

high transport costs, weakening the demand for indus

trial products and making it difficult for industrial 

plants to attain the optimum volume of production 

needed to achieve substantial economies in production 

and marketing. 

d. The training experience gained in the light indus

tries is very useful in learning the more advanced 

and complex techniques required for the establish

ment of heavy industries. 

Capital goods industries will be the responsibility 

of the public sector with the participation of the private 

sector. Industrialization should proceed from the consumer 

goods back to capital goods. 

Duplication in Industrial Establishments 

The Arab countries have drawn up comprehensive de

velopment plans. Included are specific industrial projects 
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whose promotion various governments will encourage through 

direct efforts and incentives for private-sector investment. 

Those plans present enough evidence to suggest that the cur

rent industrial programs of the Arab countries are in con

flict. For example, 11 Arab countries had established iron 

and steel industry, viz., Iraq, Kuwait, Libya, Syria, the 

United Arab Republic, Algeria, Saudi Arabia, Tunisia, 

Morocco, Lebanon, and Jordan. All but the last three coun

tries established or had planned to establish a petrochemi

cal industry which would depend mostly on the foreign mar

kets to absorb their production. 

Four results of duplication in industrial establish

ment are noteworthy. First, unhealthy competition as ex

pressed by the United Nations report on Industrial Develop

ment in the Arab Countries (1967a). Second, excess capacity. 

Third, strong competition from industrial countries that 

have acquired wide experience and have greater potenti

alities in this field. Fourth, complete dependence on the 

foreign markets to absorb the production of these indus

tries. 

Unless policies of industrial coordination are 

undertaken among the Arab countries, the inevitable dupli

cation could result in a highly inefficient structure of 

industrial production and a failure of industrial plans to 

transform the structure of the Arab economies. 
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Cooperation with Developing 
and Developed Countries 

Common Market efforts can hardly be successful if 

cooperation between the Arab countries and the developed 

world is weak. For one thing, the stabilization and 

improvement of earnings from primary commodities exports is 

very important for the purchase of necessary equipment for 

development of Arab industrial needs. Moreover, development 

of skills and experiences in industrialization and education 

by developed nations should not be overlooked. Finally, the 

purchasing power within the enlarged market will remain too 

low to absorb the output of certain types of regional indus

try, necessitating that the Arab countries establish trade 

relations with developed countries. 

The developed countries for their part might con

sider the likelihood that the world community as a whole 

will benefit if developing countries fully exploit the 

potentialities of trade and cooperation with each other. 

It is true that the new possibilities for import substitu

tion which such efforts would create would have some ef

fects on the exports of certain goods from developed to 

developing countries. But in view of the steadily increas

ing demand generated by the development process itself, only 

the composition of these exports would change. 
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A greater benefit from the establishment of the 

Common Market can be realized only if the Arab countries 

establish the basis for cooperation on three levels: 

a. Among the Arab countries themselves. 

b. Between the Arab countries and the developing coun

tries . 

c. Between the Arab countries and the developed coun

tries . 

Findings of the Research 
Study on Industrial Firms 

The research on which the analysis of industrial 

firms was based consisted of a study of 200 major manufac

turing firms throughout the Arab countries. Only 130 

returned the questionnaires. The responses received are 

tabulated and expressed in numbers and percentages. The 

percentage is shown with two digits only, the last digit is 

usually the result of rounding. The statistical test used 

is the chi-square technique (See Appendix 4), the result of 

which is stated under each table when applicable. 

The Market for the Production of Arab Industries 

The market for the production of the Arab industries 

varies greatly among the firms included in this study. For 

the purpose of constructing a framework portraying the loca

tion and the characteristics of the market, it is necessary 

to divide respondents into three major groups: 
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Firms whose activities center largely on manufactur

ing for the home market with little or no regard to 

export market. These include small- and medium-

sized firms which produce mostly consumer-type 

goods. All firms in this group, 55 per cent of the 

sample, indicate that the domestic market absorbs 

their output (Table 9), though operating with less 

than full capacity. Most of these firms, 40 per 

cent of the total of 55 per cent of the responses, 

consider large cities to be the location of their 

present and potential buyers (Table 10). All firms 

in this category hope to expand their distribution 

to towns and rural districts if enough demand ex

ists for their product(s) in the near future (Table 

11). Of the whole sample, 39 per cent are in this 

group which indicated that the market for their 

products is stable (Table 12). 

The second group includes those firms which are pri

marily oriented for the export markets, with little 

regard for the internal markets. These are large-

scale firms operating large-scale industries financed 

almost exclusively by the Arab governments with 

little participation from the private sector. An 

example is the petrochemical industry, whose raw 

materials of natural gas and naphtha are abundant 
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Table 9. 
Markets 

The Extent to which Domestic 
Absorb Industries1 Output 

Number 
Responded Percentage 

No 46 35 

Yes 71 55 

Other 13 10 

No Comment — — 

Total 130 100 

Chi-square significant at the .05 confidence level • 

Table 10. Location of the Present Buyers 

Number 
Responded Percentage 

Large cities 71 55 

Towns — — 

Rural districts — — 

Foreign markets 46 35 

Other 13 10 

Total 130 100 

Chi-square significant at the .05 confidence level. 
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Table 11. Location of the Potential Buyers 

Number 
Responded Percentage 

Large cities 59 45 

Towns — — 

Rural districts — — 

Foreign markets 30 23 

Other 41 32 

Total 130 100 

Chi-square significant at the .05 confidence level. 

Table 12. Market Trends 

Number 
Responded Percentage 

Growing 43 33 

Declining 36 28 

Stable 51 39 

Temporary — — 

Other — — 

Total 130 100 

Chi-square significant at the .05 confidence level. 
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in some Arab countries, viz., Kuwait, Saudi Arabia, 

and Algeria. All firms in this group—approximately 

35 per cent of the sample—indicate that the domes

tic market cannot absorb their output (Table 9). 

Foreign markets are considered by these firms to be 

the location of their present buyer; they hope, how

ever, that both domestic and foreign markets will be 

their potential markets. These firms indicate that 

the market for their products is growing. 

c. The remaining few firms are those whose activities 

and orientation are both domestic and external. The 

location of their present buyers are both in large 

cities and foreign markets, and they hope to expand 

their markets to towns and rural districts in the 

future. 

Arab industries rely mainly on the processing of 

available domestic raw materials, 57 per cent of the sample 

firms belong to this group (Table 13). 

Channels of Distribution 

Considering the magnitude of the differences among 

manufacturing enterprises, it is not surprising to find 

significant variations regarding the channel of distribution 

used by each group. The channel of distribution used by 

these firms ranges all the way from the short to the long 

extreme. 



Table 13. The Sources of Raw 
Materials for Production 

Number 
Responded Percentage 

Imported 52 40 

Not imported - Resources of the 
country are sufficient to meet 
domestic needs 74 57 

Other 4 3 

No comments — — 

Total 130 100 

Chi-square significant at the .05 confidence level. 
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An analysis of the responses received reveals that 

manufacturers seldom sell directly to retailers, approxi

mately nine per cent using the retailer's intermediaries. 

However, 38 per cent use the manufacturer-wholesaler-retailer-

consumer channel, and 28 per cent sell directly to the final 

consumers. Export-oriented firms (approximately 25 per cent) 

indicate the use of an agent of foreign firms to distribute 

their products in the foreign markets (Table 14). 

The trend in product or products distribution is 

toward the use of middlemen in 63 per cent of the responses, 

against 37 per cent for the direct distribution (Table 15). 

However, the rise in the use of direct distribution from 

28 to 37 per cent (Table 15) is largely attributable to the 

increase in government participation in the wholesale and 

retail trade in some Arab countries, primarily Egypt. 

The distribution of goods as revealed by the re

sponses of 59 per cent of the sample does not vary in dif

ferent marketing areas (Table 16). The most widely used 

means of contact between industrial firms and the channels 

of distribution is the telephone. The use of mail is 

restricted to a large degree to firms whose activities cen

ter on the export market. The use of salesmen is very lim

ited, accounting for only six per cent of the sample (Table 

17) . 
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Table 14. Channels of Distribution Being Used 
by Industrial Firms in Marketing Their Products 

Number 
Responded Percentage 

Manufacturer direct to buyer 36 28 

Manufacturer-Retailer-Consumer 12 9 

Manufacturer-Wholesaler-
Retailer-Consumer 50 38 

Manufacturer-Agent-Wholesaler-
Retailer-Consumer 32 25 

Other — — 

Total 130 100 

Chi-square significant at the .05 confidence level. 

Table 15. Trends in Products Distribution 

Number 
Responded Percentage 

Direct distribution 48 37 

Middlemen 82 63 

Other — — 

No comment — — 

Total 130 100 

Chi-square significant at the .05 confidence level. 
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Table 16. Distribution in Different Areas 

Number 
Responded Percentage 

Yes 53 41 

No 77 59 

Don't know, or no answer — — 

Total 130 100 

Chi-square significant at the .05 confidence level. 

Table 17. Means of Contact with Distributors 

Number 
Responded Percentage 

Phone 73 56 

Mail 43 33 

Salesmen 8 6 

Other 6 5 

Total 130 100 

Chi-square significant at the .05 confidence level. 
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Each channel of distribution has its own merit. A 

channel may be best for reaching a particular target mar

ket, but could be weak in reaching other markets. Since no 

attention was paid to classifying industrial firms by the 

types of products they handle, there are no criteria on which 

to base a preference for a particular channel. The purpose 

was to give background information about the types of chan

nels used by the industrial firms in the Arab countries. 

Further research may help to identify the type of channels 

that best suit particular products and target markets. 

Preference for Foreign Products 

Imports play a major role in the economy of most 

Arab countries, if not all of them. A significant portion 

of the people's expenditures are used to purchase imported 

goods of one kind or another. Because of the relatively 

undeveloped nature of the Arab industry in many lines, even 

the poorest families include some imports other than food in 

their consumption expenditures. Even small items such as 

needles, razors, toothpaste and brushes, tableware, and many 

other kinds of household consumer products must be imported. 

As income rises, other imported goods become normal items 

for expenditure: radios, refrigerators, washing machines, 

and automotive products. Thus, it can be said that, in 

general, most of the goods available for consumption 

originate abroad. 
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Foreign products have established an enormous amount 

of prestige at the expense of locally-produced items. Ap

proximately 73 per cent of the manufacturing firms confirmed 

the consumer's preference for foreign-made products (Table 

18). It is a difficult task for the Arab industrial firms 

seeking to penetrate this market to convey the message that 

their products are competitive. 

Dichter (1962, pp. 115-116) illustrates how admira

tion of foreign products often coincides with hidden infe

riority feelings in citing the case of a milk company in 

Morocco: 

The company had changed the lettering on its 
milk bottles and milk cartons from French to Arabic. 
The purpose was to please the newly independent con
sumers. Research showed, however, that instead of 
being pleased, consumers reacted negatively to this 
attempt at flattery. They stated it in the follow
ing way: 

"What is good enough for the French people is 
good enough for us. We don't want Arab milk. We 
want good French milk that the Frenchmen themselves 
drink." 

For marketing purposes it thus was necessary to 
re-establish confidence...(by changing) the letter
ing on the milk bottles back to French. This step 
resulted in increased sales. 

Under these circumstances, price strategy will not 

be effective in penetrating the market. A shoe factory in 

Saudi Arabia is selling its products at about half the 

price of the imported goods. This firm is still unable to 

penetrate the market though its product is of very high 
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Table 18. Consumers' Prejudices 
Against Local Products 

Number 
Responded Percentage 

Yes 95 73 

No 25 19 

Other 10 8 

Total 130 100 
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quality. Industrial firms in the Arab countries need to 

recognize the necessity for updating their production and 

for expanding their lines by offering a wider variety of 

sizes, colors and prices- Also needed is a stronger appeal 

to overcome hidden inferiority feelings on the part of the 

consumer. 

The tendency in Europe is quite the opposite, as 

revealed by the Reader's Digest Association, Limited (1963, 

p. 45): "People in Europe tend to regard their country's 

product more highly. The majority of people interviewed, 

with one exception, think their own countries produce goods 

that are good quality, the percentages ranging from 59 to 

72. Only in Italy did responses fall below this range, to 

33 per cent." 

If the Arab industries fail to build favorable 

attitudes toward their products, it is because they are not 

aggressive enough in their marketing efforts. Only exper

ience will convince the Arab firms of the value of market

ing. A good illustration of such experience in Egypt is 

cited by Wheelock (1960, p. 169): 

Industrialization has taken place in Egypt, but 
not without the development of serious marketing 
problems. Such industries as cement, artificial 
silk, and textiles are having difficulty in market
ing their increased outputs; and in 1957 several 
leading textile companies requested that no further 
expansion of their industry be attempted before mar
ket studies were made to determine the extent of 
consumer demand for present and future products. 
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The significance of marketing has already been 

realized in developed countries. Barger (1955, p. 6) 

analyzed long-range distribution trends in the United 

States by revealing that from 1870 to 1950 the proportion 

of the total labor force devoted to commodity production 

declined steadily, from 70 to 40.4 per cent, while the per

centage of those engaged in commodity distribution rose 

from 6.1 to 16.4 per cent. More recent data indicate a 

continuation of this course. 

Services to Resellers 

It is one of the purposes of this research to ascer

tain the cause and effect relationship between the inability 

of the local firms to penetrate the market and the marketing 

variables that contribute to such failure. As can be seen 

from Table 19, a large percentage of the manufacturers do 

not offer the resellers many of the services that might 

expedite the marketing of goods and thus lead to closer 

relationships between manufacturers and resellers. If 

offered, this service will enable the reseller to pass the 

services on to the final consumers, attracting them to 

Arabian products. Although no detailed information exists 

about the extent to which a particular service is offered, 

credit and delivery services appear to be the most extensive 

services offered by industrial firms. Only two per cent of 

the sample offered guarantee services, while three per cent 
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Table 19. Type of Services Offered to 
Resellers by Industrial Firms 

Number 
Responded Percentage3 

Credit 95 73 

Guaranteed products 2 2 

Delivery 95 73 

Information 4 3 

Return of defective goods 53 41 

Cover loss in transportation 28 22 

Quantity discount 77 59 

Cash discount 32 25 

Other — — 

aTotal exceeds 100 per cent, since industrial firms 
may list more than one service. 
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offered the resellers the necessary marketing information. 

Thus, industrial firms are not engaged in marketing activ

ities that help resellers to move goods to the final con

sumers. 

The consumer takes a suspicious and skeptical view 

of every Arab-made product; therefore, it is difficult to 

gain his confidence unless he is offered some guarantee that 

the product will function as well as the foreign products 

do. A locally-made product is quite different from an im

ported product whose quality has improved due to years of 

manufacturing experience. Those imported products are well 

known in the market in contrast to Arabian products, which 

are in the early stage of their product-life cycle. 

Greater efforts to introduce Arabian products to the 

market are needed if they are to gain stature in the minds 

of consumers. 

The Common Market would enable the Arab countries 

to create a collective Arab institution which would guaran

tee the widespread distribution of Arab products. This 

institution should stand between the producer and the con

sumer and presume, by virtue of its testing activities, to 

be an authority on the quality of products. It should pro

vide seals of approval to those products whose quality meets 

institution standards. It should also take the responsibi

lity of reimbursing the purchaser if a product is faulty. 
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This institution should be financed with the funds neces

sary to procure needed technical equipment and to retain 

qualified technical and administrative personnel to do 

testing work. Finally, it should have branches in every 

Arab country participating in the Common Market. 

Demand Creation by Industrial Firms 

Well designed advertising would affect the choices, 

tastes, and preferences of the local consumers. However, 

firms in the Arab countries appear to pay little attention 

to its use in promoting their products. Only 39 per cent of 

the sample indicates the use of advertising in promoting 

products (Table 20). Even these firms spend very little on 

advertisements as compared to developed countries. 

According to Pharaon (1964, p. 518), in Lebanon, 

where advertising expenditures are the highest in the Arab 

countries, the total annual expenditure for advertising in 

1960 amounted to $5 million. Of this, $1.5 million was 

allocated by American companies, $3 million by other foreign 

companies, and $500,000 by local companies. 

El Sherbini and Westfall (1964, p. 523) found that 

in Egypt advertising expenditures in 1961 were estimated to 

be over $6 million. 

Dunn (1964, p. 335) reported on marketing in Europe, 

and when the advertising figures are compared, the differ

ence is striking. In 1955, the year before the Common 
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Table 20. The Use of Advertisements 
to Promote Locally-Produced Products 

Number 
Responded Percentage 

Yes 51 39 

No 79 61 

Other — — 

Total 130 100 
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Market planning began, advertisers in the Netherlands spent 

an estimated $52.6 million on all media. 

Industrial firms' advertisements in the Arab coun

tries are largely copies of Western-type advertising with 

little, if any, adaptation to local tastes. The advertise

ments are not designed to create preference for the Arabian 

products; rather, they are an informative type of advertis

ing. 

To promote Arabian products, advertisements must be 

heavily weighted toward rebuilding confidence in these prod

ucts and encouraging consumers to try them in preference to 

foreign products. The first task, then, is to overcome con

sumer prejudice and doubt by assuring the buyer that he is 

getting his money's worth if he tries the product. The 

second job is to emphasize that the product is fully guar

anteed, and the consumer's money will be refunded if he is 

not satisfied. Third, the manufacturer must convince the 

consumer that a change in the quality of Arab-produced 

goods has taken place so that the consumer will overcome his 

preconceived idea about the inferior quality of Arab prod

ucts. Fourth, great efforts must be made to produce quality 

products to support claims made in advertising. 

Matching media and markets should be of considerable 

importance in the developing countries. Mclver (1964, 

p. 135) notes, "The immediate significance of literacy is 
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obvious. The relative importance of the press and posters 

will decline in countries where literacy is low." 

In the Arab countries, the press is the most widely 

used means in promoting their products (Table 21). Thus, 

the media is reaching only a portion of the population— 

those who are literate. The majority of the Arab population 

is not reached by newspaper advertisements. 

McCarthy (1964, p. 224) suggests that, "Perhaps two 

promotional campaigns could be used: one for the literate 

and one for the illiterate." 

Newspapers and magazines can be used for advertising 

to the literate population, while radio and television 

carry the message to the illiterate population. 

Summary of Findings of the 
Research Study on Industrial Firms 

The activities of industrial firms in the Arab coun

tries are focused more on disposing of finished goods inven

tories than on promoting their production to the final con

sumers. No efforts are being made by industrial firms to 

seek dealers* cooperation by providing them with the serv

ices necessary for the movement of goods to the final con

sumers. Very little promotional effort has been made and 

that without plan or effectiveness. 

The distribution of the production of the Arab Com

mon Market will be limited to a great extent by the ability 
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Table 21. Most Widely-Used 
Media in Advertising 

Number 
Responded Percentage3 

Newspapers 87 67 

Magazines 62 48 

Outdoor (posters—car cards) 43 33 

Movie screen ads 32 25 

Radio 28 22 

Television 21 16 

Other — — 

a 

Total exceeds 100 per cent, since industrial firms 
may list more than one advertising media. 
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of manufacturing firms to move their products to the final 

consumers. This cannot be done unless an intensified mar

keting effort to establish the Arabian products in the market 

is undertaken by manufacturing firms with the cooperation of 

the channel of distribution. The enlargement of the market 

will be of no significance if the Arabian products cannot be 

sold locally. 

Findings of the Research 
Study on Marketing Institutions 

In this section an attempt has been made to bring 

together and to show, at least roughly, the comparison be

tween the level of development of marketing institutions in 

Europe and in the Arab countries. Since it would have been 

impossible to study and analyze all of the marketing channels 

of distribution, a detailed study was made of the two major 

intermediaries: wholesalers and retailers, representing 

four product fields: textiles, ready-made clothes, food, 

and electrical appliances. 'It is hoped that on the basis of 

a careful and critical analysis of the information received, 

a conclusion can be reached on the effectiveness of the Arab 

institutions and methods, and that means can be suggested to 

improve them. 

The research on which the analysis of marketing 

institutions in the Arab countries was based consisted of 
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a study of a random sample of 100 wholesalers and 100 re

tailers in four product fields (Table 22). The analysis 

will draw mainly on the responses received, using other re

search as complementary data to confirm the conclusion. 

The responses received to the questionnaires have 

been tabulated and expressed in numbers and percentages. 

Percentage figures are shown with two digits only, the last 

digit is usually the result of rounding. 

Definitions and Importance 

Marketing institutions are market intermediaries; 

i.e., they are business firms which move the product from 

the manufacturer to the ultimate buyers. The types of mar

keting institutions selected for the research study are 

wholesale and retail businesses. They were chosen for two 

reasons: First, because it is impossible to study all of 

the marketing institutions; and second, because they are 

the dominant types throughout the Arab countries. 

The definitions adopted in this study consider as 

wholesale businesses all establishments engaged mainly in 

the selling of merchandise to retailers. As retail busi

nesses, all establishments engaged mainly in the sale of 

goods in a state ready for final consumption or use, in a 

fixed shop. Manufacturing firms, wholesale businesses act

ing as retail businesses, and itinerant traders selling on 
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Table 22. Number of Questionnaires 
Returned from Wholesalers and Retailers 

Marketing 
Institutions 

Total 
Mailed 

Number 
Returned Percentaqe 

Wholesalers: 

Textile 25 18 72 

Ready-made clothes 25 21 84 

Food 25 19 76 

Electrical appliances 25 18 72 

Total 100 76 76 

Retailers: 

Textile 25 19 76 

Ready-made clothes 25 20 80 

Food 25 21 84 

Electrical appliances 25 14 56 

Total 100 74 74 
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street corners or from door to door are excluded from 

retail businesses. 

The importance of researching marketing institutions 

deduced from a report by the United Nations on the problem 

of industrialization in underdeveloped countries (1955, 

p. 13) follows: 

The development of domestic industry depends very 
largely upon the size of the local market, but this, 
in turn, though ultimately a function of the national 
income and its distribution, depends partly upon ma
chinery for taking the product to the potential con
sumer. The effectiveness of this distributive 
organization is one measure of the adequacy of the 
economic framework where the commercial sector is 
poorly equipped to handle the output of local fac
tories . 

In the developed countries, the distributive insti

tutions are well developed. There is a growing recognition 

of the vital role these institutions can play in handling 

the output of local factories. The research by Jefferys 

and Knee (1962, p. 1) on retailing in Europe is an indica

tion of such a trend: 

In the past, distribution in Europe has been a 
relatively neglected field both of study and analy
sis and of experimentation. In both respects import
ant changes have taken and are taking place. On the 
one hand, there is a growing recognition of the vital 
role that is played by the distribution sector in all 
modern economies; a recognition that is being granted 
by governments, academic institutions and business
men alike. On the other hand, a spirit of change and 
experimentation has been spreading through the ranks 
of European wholesalers and retailers? a change of 
outlook which has led many to speak and write of a 
"revolution." 
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The Role of Marketing at the National Level 

The relative sizes of the national agricultural and 

industrial sectors determine to a large degree the propor

tion of the labor force specializing in distribution. As 

communities advance economically, the number of people 

engaged in agriculture tends to decline relative to the num

ber of people in manufacturing, and in turn the number of 

people in distribution increases. As can be seen from 

Table 23, about half the active population of Algeria, 

Syria, and Iraq are engaged in agricultural activities. In 

these countries the industrial sector accounts for a mere 

10 per cent of the active population, and the commerce 

sector for a scant eight per cent. The difference is evi

dently wide when compared with industrialized countries such 

as France and Luxemburg, where 19.8 and 11.1 per cent of the 

active population is engaged in agricultural activities, 

26.9 and 33.7 per cent in industrial sector, and 13.1 and 

14.1 per cent in commerce. 

The distribution of active population by occupation 

may also shed some light on the level of development. 

Table 24, for example, reveals that 35.4 per cent of Jor

dan's labor force is classed as farmers, as compared to 

19.9 per cent for France with more than twice the percentage 



Table 23. Distribution of Economically 
Active Population by Industry* (Percentage) 

Industry 
(Branch of Eco
nomic Activity) 

Syria 
1960 

Iraq 
1957 

Jordan 
1961 

Algeria 
1966 

Luxemburg 
1966 

France 
1962 

Agriculture 46.6 47.9 35.3 50.0 11.1 19.8 

Mining .4 .2 2.4 • .9 1.4 1.6 

Manufacturing 10.7 9.5 8.4 6.2 33.7 26.9 

Construction 4.8 4.5 10.3 4.7 9.2 8.2 

Electricity .6 .6 .4 .5 .6 .9 

Commerce 7.7 5.1 8.0 5.7 14.1 13.2 

Transport & 
Communication 3.3 5.0 3.1 3.4 7.0 5.4 

Services 12.1 14.2 13.7 14.3 22.8 20.1 

Other Activities 13.8 13.0 18.4 14.3 .1 3.9 

Total 100.0 100.0 100.0 100.0 100.0 100.0 

•Source: International Labour Organization, Yearbook of Labour Statistics, 
1969. 



Table 24. Distribution of Economically Active 
Population by Occupational Group* (Percentage) 

Occupational Group 
Jordan 
1961 

Algeria 
1966 

Luxemburg 
1960 

France 
1962 

Professional & technical workers 4.1 3.7 6.9 9.1 

Administrative & managerial workers .6 .8 1.8 3.1 

Clerical workers 4.1 3.0 11.6 8.0 

Sales workers 6.8 4.7 10.0 8.6 

Farmers & fishermen 35.4 51.6 15.1 19.9 

Miners 2.0 .4 1.8 1.1 

Workers in transport & communication 5.5 2.9 6.2 3.1 

Craftsmen & production workers 28.7 13.3 37.1 34.3 

Service & recreation workers 5.9 8.4 9.2 7.5 

Others 6.9 11.2 .3 5.3 

Total 100.0 100.0 100.0 100.0 

•Source: International Labour Organization, Yearbook of Labour Statistics# 
1969. 
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of professional and technical workers (9.1 vs. 4.1) , manag

ers and administrators (3.1 vs. 16), and clerks (8 vs. 4.1). 

The two countries are about the same with respect to sales 

workers (8.6 vs. 6.8). However, employment in distribution 

is not necessarily an indication of efficiency, since in 

many countries ease of entry—especially in small-scale 

retailing—attracts the untrained people, and the number of 

itinerant traders may affect the conclusion. In general,the 

quality of people in distribution improves with the rising 

level of industrialization and sophistication. 

Developing countries are seldom as concerned with 

distribution as they are with production. The contrast is 

especially vivid in the developed countries, where the role 

of marketing is being more widely appreciated. Such a view 

was expressed by Haccou (1963, p. 48) on the analysis of 

wholesaling in the Netherlands: 

They see trading as a particular economic activ
ity that conforms to the general laws of economic 
organization. Like other forms of production, trad
ing contributes to the economic transformation of 
goods...to help bring them into the form or condition 
in which they are desired by the market.... Commer
cial activities like these are socially as important 
as industrial activities, and it is from the value 
they add that those who perform them draw a reward.... 
While enhancing their value, commercial activities 
may at the same time reduce the cost of getting the 
goods to their final destination. 

In the Arab countries, the disinterest in marketing 

even by executives of technologically advanced firms, was 
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cited by Westfall (1964, p. 80) with specific reference to 

Egypt: 

Few Egyptian managers are seriously concerned with 
marketing phase of their operation. How far they are 
from the "marketing concept" in vogue in the United 
States is illustrated by an incident in a management 
development class. About thirty top executives were 
discussing a case that centered about the planning-
budgeting aspects of a proposed business. The man
ager in the case had forecast sales and then planned 
production accordingly. Most of the class members 
considered this to be the wrong way around—the case 
manager should have determined his production capac
ity and then forecast sales at that level. 

To illustrate his points Westfall (1964, p. 80) gave 

two examples of results generated by the neglect of marketing 

aspects" 

When the nationalization took place, most 
Moassessas told their companies to produce all they 
could and not to worry about marketing the result
ing products. One of the companies, Bisco Miser, a 
bakery, did as instructed, continuing to turn out 
products even after six months' production had accum
ulated in the warehouse. When higher authority step
ped in and forced crackers onto retailers' shelves, 
many had spoiled and the whole supply had to be with
drawn and destroyed. Another firm produced large 
quantities of glass insulators for use on electricity 
transmission lines only to find that supplies on hand 
were enough for several years1 consumption and that 
those being produced were made with the reverse thread 
of the type needed. 

It is difficult to reorient a nation from production 

to marketing. This orientation will evolve gradually by ex

perience and with the rising level of industrialization. 

But with the need to distribute the mass production of the 

Common Market, there should be some ways and means to step 

up such orientation toward marketing; otherwise the 



114 

production of the Common Market will not be absorbed locally 

or internationally. 

Geographical Patterns of Distribution 

The pattern of distribution in the Arab countries is 

based on two factors: The first is the concentration of dis

tributors in the larger towns—Baghdad, Mosul, and Basra in 

Iraq; Damascus, Aleppo, Homs, and Hama in Syria; Beirut, 

Tripoli, and Sidon in Lebanon; Amman and Nablus in Jordan; 

Riyadh, Jeddah, and Mecca in Saudi Arabia; San'a in Yemen; 

Cairo, Alexandria, and Port Sa'id in the U.A.R.; Khartoum in 

Sudan; Tripoli and Benghazi in Libya; Tunis in Tunisia; 

Algiers, Constantine, and Oran in Algeria; Rabat, Casablanca, 

Fez, and Tangier in Morocco. The second factor revolves 

around the fact that outside these towns distribution by and 

large tends to be restricted to itinerant traders and to 

small shops which conduct business in a traditional manner 

and sell by piece and weight. 

The wholesale and retail businesses do not find it 

worth their while to make an appeal to the small towns and 

villages because of the low purchasing power of the village 

population, inadequate transportation and communication 

facilities, lack of electricity in outlying areas, and gen

eral inadequate marketing demands to support the establish

ment of business. One of the conflicts between import-

oriented channels and the needs of domestic manufacturing 
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was outlined by El Sherbini (1965, p. 30): 

Large import wholesalers are not prone to create 
a national market; their businesses tend to cluster 
in big cities where margins are high and sales are 
not costly. Thus, existing channels may not serve 
the needs of a domestic manufacturer who is contem
plating nationwide distribution. 

Size of Wholesale and Retail Establishments 

The size of wholesale and retail businesses is crit

ical to the distribution of mass production of the Common 

Market. Two measurements of size are available. One is the 

number of salesmen employed, and the other is the owner's 

estimate of sales volume. The obvious shortcoming of the 

second method is that it relies entirely on the willingness 

of intermediaries to report their sales figures. Most firms 

in Arabia did not reveal the amount of sales, and it is 

unlikely that any survey will succeed in getting them. 

The research reveals that the size of the wholesale 

and retail businesses in the Arab countries is closely 

related to the availability of capital to the owner and to 

some extent to the size of the family. Due to the absence 

of credit organizations, intermediaries have no alternative 

but to finance their own sales operations. Additional funds 

for relatively large wholesalers can be obtained from the 

bank, but loans are costly and are not easily available to 

retailers. Even loans offered by banks are limited by con

servative credit policies of many banks. 
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Since wholesalers maintain relatively larger busi

nesses because of their financial strength, it is natural 

for them to employ more salesmen. Table 25 shows the num

ber of salesmen employed by the wholesalers. Of those 

polled, 67 per cent of the textile, 71 per cent of the 

ready-made clothes, 84 per cent of the food products, and 

61 per cent of the electrical appliance wholesalers hire 

between two and five salesmen. Most of the wholesalers 

employing more than 10 salesmen use some of these men pri

marily for purposes other than selling—inventorying, ar

ranging products on shelves, collecting debts from retail

ers, etc. Exceptions are reserved for a very few large 

wholesalers v/hose salesmen are used exclusively for selling. 

Retail businesses, on the other hand, are character

ized by large numbers of little shops with small capital 

investment, reflecting the owner's high degree of self-

reliance. In most of these, one salesman (sales assistant) 

other than the owner assists customers. Table 26 shows the 

average number of salesmen employed by retailers to be one 

salesman in 61 per cent of the cases in all product fields. 

In Europe one of the most exhaustive studies of re

tail population was done by Jefferys and Knee (1962, pp. 31-

32). They summarize the size of retail establishments by 

breaking down the three- to nine-size group as follows: 
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Table 25. Average Number of 
Salesmen Employed (Wholesalers) 

Ready-made Food Electrical 
Textile Clothes Products Appliances Total 
No. (%) No. (%) No. (%) No. (%) No. (%) 

None 00 (00) 00 (00) 00 (00) 00 (00) 00 (00) 

One 00 (00) 00 (00) 00 (00) 00 (00) 00 (00) 

2-5 12 (67) 15 (71) 16 (84) 11 (61) 54 (71) 

6-10 5 (28) 4 (19) 3 (16) 4 (22) 16 (21) 

Over 10 1 (05) 2 (10) 00 (00) 3 (17) 6 (08) 

Total 18 (100) 21 (100) 19 (100) 18 (100) 76 (100) 

Table 26. Average Number of 
Salesmen Employed (Retailers) 

Ready-made Food Electrical 
Textile Clothes Products Appliances Total 
No. (%) No. (%) No. (%) No. (%) No. (%) 

None 7 (37) 5 (25) 3 (14) 2 (14) 17 (23) 

One 10 (53) 12 (60) 14 (67) 9 (64) 45 (61) 

2-5 2 (10) 3 (15) 4 (19) 3 (22) 12 (16) 

6-10 00 (00) 00 (00) 00 (00) 00 (00) 00 (00) 

Over 10 00 (00) 00 (00) 00 (00) 00 (00) 00 (00) 

Total 19 (100) 20 (100) .21 (100) 14 (100) 74 (100) 
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Three to five persons engaged: 20 per cent of 
all establishments. 

Six to nine persons engaged: 5.5 per cent of 
all establishments. 

At the other end of the scale were the rel
atively large-size retail units, those with ten or 
more persons engaged. Such units numbered about 
85,000 in 1955, or just over two per cent of the 
total number of establishments. They were respon
sible for some 23 per cent of the total numbers 
engaged—and accounted, probably, for some 25-30 
per cent of total sales. They were most prominent 
in the United Kingdom, where some 39 per cent of 
the total numbers engaged worked in such units. 
In Germany, Netherlands and France the proportion 
ranged from 18 per cent down to 11 per cent. 

It is not defensible to judge the small retail 

establishments in the Arab countries to be inefficient. 

These small businesses have many advantages. First, they 

tend to have a much closer knowledge of their customers. 

Second, consumers in the Arab countries tend to identify 

stores with the personalities of their owners and become 

loyal to a particular store because of friendship or per

sonal relations. In opposition, the small retailer is at 

some disadvantage, vis-a-vis, the large-scale retailer. 

The buying power of the individual unit is small, and lim

ited amounts of capital make it difficult for the retailer 

to expand and modernize. Moreover, the potential disadvan

tage of a system featuring only a few powerful, large dis

tributors is that these wholesalers may use their influence 

to restrict the internal development of the economy. Boyd, 

El Sherbini and Sherif (1961, p. 31) reported a case where 
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wholesalers in Egypt use their power to discourage local 

manufacturers by refusing to handle domestically-produced 

goods. 

In Europe, Jefferys (1954, p. 45) sums up the situa

tion this way: 

There is a general belief in Europe that over the 
last 25 years—slowly and with variations between 
trades—the independent wholesaler has lost some 
ground: That his importance has decreased. The main 
forces at work have been, on the one hand, the trend 
towards direct selling to retailers on the part of 
manufacturers, particularly manufacturers of branded 
goods, and, on the other hand, the growth of large-
scale retailing enterprises such as department stores, 
multiple shop retailers and consumer cooperative so
cieties. These organizations have tended to buy di
rectly from manufacturers and producers both at home 
and abroad and in some cases have developed their own 
production. The emergence of strong retail buying 
groups in many countries similarly affected the trade 
of wholesalers.... (Table 27.) 

In the Arab countries, self-service is not yet 

established; there are very few department stores in the 

standard sense, and the supermarket has just been intro

duced in the Arab countries. For example, in Iraq, the 

two largest department stores are the Iraq Stores Company, 

which has been nationalized, and N. A. Hasso & Co., privately 

owned. The Iraq Stores Company, formerly known as Orosdi-

Back, employs about 500 people, has branches in Basra and 

Kirkuk, and is planning to open others. As a government-

owned company, it has less difficulty getting import licen

ses and financing than its competitor. There are several 

supermarkets in Jeddah and Riyadh, Saudi Arabia, selling 
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Table 27. Types of Retail Food 
Stores and Self-Service* 

Multiple & Consumer 
Dept. Stores Independents Cooperatives 

% Self- % Self- % Self-
Country Year Total Service Total Service Total Service 

France 1961 25,600 7 155,000 .4 8,000 • 3 

West 
Germany 1961 7,200 53 150,000 16.0 9,650 39. 0 

Nether
lands 1961 1,280 50 22,000 9.0 900 16. 0 

*Source: John C. Abbott, "Food Marketing in Western 
Europe," Journal of Marketing, April 1963, p. 19. 
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food items almost exclusively. These deserve to be called 

supermarkets because of the range of products offered, but 

not on the basis of wide variety or assortment, nor the 

speedy check-out counters. 

The problem of efficiency of marketing institutions 

is compounded by the fact that retail and wholesale busi

nesses in the Arab countries are owned and administered by 

people who have little knowledge of management. Though the 

Arab intermediaries have a long and impressive history as 

world traders, and their experience as importers has given 

them great understanding, when it comes to selling, their 

methods of operation are old and traditional. They care 

little for stock control and keep only the most elementary 

accounting records. They continually employ salesmen who 

are not trained in merchandising; they cannot afford to 

hire trained ones or do not want the added expense when they 

become large enough to do so. Thus, the larger they grow 

without developing competence, the greater the problem be

comes. 

The Trend Toward Expansion and Merger 

One would logically expect that an enlarged market 

with greater possibilities of increased economies of scale 

in production would lead to some form of expansion or merger 

among members in the channel of distribution. This is 

rarely the case in the Arab countries. 
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Analysis of the responses received reveals that there 

is no significant sign of a trend toward larger units. All 

wholesalers indicated that they never considered merging with 

other members in the channel for reasons of independence or 

the prestige of ownership (Table 28). 

Most wholesalers indicated that they are reluctant 

to expand, partly because of lack of motivation although 

lack of familiarity with control methods appears to be of 

equal or perhaps greater significance. All of the 30 per 

cent of wholesalers desiring expansion (Table 29) report 

that they will expand if they can (a) find skilled managers 

they can trust, (b) devise suitable accounting controls, 

and (c) get some financial help with easy terms. However, 

most retailers, 36 per cent in the four product fields, 

foresee no major trends in the number and size of retail 

businesses in the future (Table 30). 

In Europe, the trend is summarized by Jefferys and 

Knee (1962, pp. 114-115) to be toward fewer but larger 

establishments: 

A first tentative conclusion that can be reached 
regarding the future trend in the number of retail 
establishments in Europe is that it is highly un
likely that in Europe as a whole there will be an 
increase in the number of such establishments. A 
second tentative conclusion is that it is highly 
probable that there will be an actual reduction in 
the number of retail establishments in Europe. The 
types of retailer most likely to disappear are the 
specialist retailers who are not members of col
lective groups and, in some countries, the market 
stallholder and itinerant retailers. 
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Table 28. The Desire for Merger 
(Wholesalers) 

Ready-made Food Electrical 
Textile Clothes Products Appliances Total 
No. (%) No. (%) No. (%) No. (%) No. (%) 

Yes 00 (00) 00 (00) 00 (00) 00 (00) 00 (00) 

No 18 (100) 21 (100) 19 (100) 18 (100) 76 (00) 

No Com
ments 00 (00) 00 (00) 00 (00) 00 (00) 00 (00) 

Total 18 (100) 21 (100) 19 (100) 18 (100) 76 (100) 

Table 29. Expected Number and Size of 
Wholesale Business in the Future 

Ready-made Food Electrical 
Textile Clothes Products Appliances Total 
No. (%) No. (%) No. (%) No. (%) No. (%) 

Fewer-
larger 00 (00) 00 (00) 00 (00) 00 (00) 00 (00) 

More-
larger 2 (11) 6 (28) 4 (21) 4 (22) 16 (21) 

Same-
larger 5 (28) 5 (24) 6 (32) 7 (39) 23 (30) 

More-same 4 (22) 2 (10) 00 (00) 2 (11) 8 (10) 

More-
smaller 0 (00) 00 (00) 00 (00) 00 (00) 00 (00) 

Same as 
now 7 (39) 8 (38) 9 (47) 5 (28) 29 (39) 

Total 18 (100) 21 (100) 19 (100) 18 (100) 76 (100) 
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Table 30. Expected Number and Size of 
Retail Business in the Future 

Ready-made Food Electrical 
Textile . Clothes Products Appliances Total 
No. (%) No. (%) No. (%) No. (%) No. (%) 

Fewer-
larger 00 (00) 00 (00) 2 (09) 00 (00) 2 (03) 

More-
larger 00 (00) 1 (05) 00 (00) 6 (43) 7 (09) 

Same-
larger 4 (21) 2 (10) 5 (24) 5 (36) 16 (22) 

More-
same 6 (32) 12 (60) 4 (19) 00 (00) 22 (30) 

More-
smaller 00 (00) 00 (00) 00 (00) 00 (00) 00 (00) 

Same as 
now 9 (47) 5 (25) 10 (48) 3 (21) 27 (36) 

Total 19 (100) 20 (100) 21 (100) 14 (100) 74 (100) 
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Channel Relationships 

There is a great deal more to the study of marketing 

channels than simply obtaining information about size and 

trends of intermediaries. A marketing channel should be 

viewed as a system in which the member institutions interact 

with one another. Thus, it is fitting to study the conflict 

and cooperation within marketing channels from the viewpoint 

of retailers. 

An analysis of the responses received reveals that 

the working relationships between wholesalers and retailers 

have not been very strong. A great many retailers are not 

satisfied with the minimum number of wholesalers with whom 

they deal because of credit restrictions. Of the retailers 

in the sample, 14 per cent indicated that they purchase most 

of their requirements from a single wholesaler, while 66 per 

cent specified the number to be between one and three whole

salers (Table 31). The majority of retailers claimed that 

they cannot shop the various wholesalers seeking new prod

ucts, better quality, better prices, and services. This is 

in contrast to wholesalers who can shop the various manufac

turers for their special needs. 

Some retailers commented that wholesalers required 

them to buy goods they did not want at the time. They 

indicated that wholesalers tend to sell them what they want 

only if they have cash to pay or agree to buy other types of 
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merchandise. The result of such a practice is always a 

strain on the relationship between retailers and whole

salers. Moreover, a wide variety of reasons contributes to 

the deteriorating relationships: 

a. The size of retail businesses is relatively small, 

as indicated by the average number of employees 

(Table 26). 

b. The majority of retailers lack cash and cannot pay 

for their purchases until after a significant time 

lapse. Since they cannot obtain credit from banks 

or other financial institutions, they have no alter

native but to submit to wholesalers' demands. The 

credit services offered by wholesalers binds retail

ers to wholesalers and restricts their freedom of 

choice and action. 

c. The large wholesalers with the necessary capital are 

mainly those engaged in importing. Most retailers 

cannot buy in sufficient quantities to be able to 

buy directly from manufacturers. Thus, the quanti

ties needed by retailers are less than the manufac

turers' minimum order requirements. Table 32 

reveals that 66 per cent of retailers do not buy 

directly from manufacturers. Only a few of the big 

retailers, 34 per cent, are able to deal directly 

with manufacturers. 
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Table 31. Number of Wholesalers from 
Whom Retailers Buy 

Ready-made Food Electrical Total 
Textile Clothes Products Appliances 
No. (%) No. (%) No. (%) No. (%) No. (%) 

Do you buy 
from one 
wholesaler? 

Yes 3 (16) 2 (10) 1 (05) 4 (29) 10 (14) 

No 15 (79) 14 (70) 12 (57) 8 (57) 49 (66) 

Other 1 (05) 4 (20) 8 (38) 2 (14) 15 (20) 

Total 19 (100) 20 (100) 21 (100) 14 (100) 74 (100) 

Table 32. Number of Manufacturers from 
Whom Retailers Buy 

Ready-made Food Electrical 
Textile Clothes Products Appliances Total 
No. (%) No. (%) No. (%) No. (%) No. (%) 

Do you buy 
from one 
manufacturer? 

Yes 

No 

00 

4 

( 0 0 )  

(21) 

Other 
(None) 15 

Total 

(79) 

19 (100) 

00 

6 

( 00 )  

(30) 

14 (70) 

20 (100) 

00 

9 

(00 )  

(43) 

12 (57) 

21 (100) 

00 

6 

( 00 )  

(43) 

8 (57) 

14 (100) 

0 0  ( 0 0 )  

25 (34) 

49 (66) 

74 (100) 
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d. Most retailers indicate that wholesalers take the 

initiative in making the contact when supplies of 

new goods arrive in stock (Table 33). If the 

retailer is a close, personal friend of the whole

saler, he is likely to be- contacted as soon as new 

goods arrive in stock. If that same retailer-friend 

has a good reputation and buys in large volume, 

immediate contact by the wholesaler is a certainty. 

The conditions described above help to widen the 

gap between wholesalers and retailers to the point where 

the natural feeling of interest is completely lost. Thus, 

when retailers were asked about the services they would 

like wholesalers to offer, the majority of retailers indi

cated the desire for an increase in all aspects of whole

salers' offerings (Table 34). 

Mallen (1964, pp. 65-85) advances the hypothesis 

that between member firms of a marketing channel there 

exists a dynamic field of conflicting and cooperating objec

tives; that if the conflicting objectives outweigh the co

operating ones, the effectiveness of the channel will be 

reduced and efficient distribution impeded; and that imple

mentation of certain methods of cooperation will lead to 

increased channel efficiency. 
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Table 33. Buying-Selling Contact Between 
Retailers and Wholesalers (Retailers) 

Ready-made Food Electrical 
Textile Clothes Products Appliances Total 
No. (%) No. (%) No. (%) No. (%) No. (%) 

Do wholesalers contact you? 

Yes 10 (53) 12 (60) 11 (52) 8 (57) 41 (55) 

No 9 (47) 8 (40) 10 (48) 6 (43) 33 (45) 

Other 00 (00) 00 (00) 00 (00) 00 (00) 00 (00) 

Total 19 (100) 20 (100) 21 (iooJ) 14 (100) 74 (100) 

How is contact made? 

Mail 00 (00) 00 (00) 00 (00) 00 (00) 00 (00) 

Telephone 7 (37) 6 (30) 12 (57) 9 (64) 34 (46) 

Personal 12 (63) 14 (70) 9 (43) 5 (36) 40 (54) 

Other 00 (00) 00 (00) 00 (00) 00 (00) 00 (00) 

Total 19 (100) 20 (100) 21 (100) 14 (100) 74 (100) 

Table 34. Expected Improvement in Wholesalers' 
Offerings to Retailers (Retailers) 

Ready-made Food Electrical 
Textile Clothes Products Appliances Total 
No. (%) No. (%) No. (%) No. (%) No. (%) 

Better 
Quality 
Goods 00 (00) 00 (00) 00 (00) 00 (00) 00 (00) 

More 
Reasonable 
Prices 

t 

00 (00) 00 (00) 00 (00) 00 (00) 00 (00) 

Increase 
in Credit 
Limits 00 (00) 00 (00) 00 (00) 00 (00) 00 (00) 

Other 19 (100) 20 (100) 21 (100) 14 (100) 74 (100) 

Total 19 (100) 20 (100) 21 (100) 14 (100) 74 (100) 
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The Role of Marketing Institutions 
in Promoting Arabian Products 

Promotion is necessary to sell some products to a 

market, foreign or domestic. The scope of promotion needed 

is higher for domestic products because foreign products are 

better established in the minds of the Arabian consumers. 

From the responses received to the questionnaire, 

there appears to be recognition by the respondents of the 

superior quality of, and a preference for, handling foreign 

products. In the four product fields named in the samples, 

50 per cent of the wholesalers (Table 35) and 55 per cent 

of the retailers (Table 36) indicated their preference for 

handling foreign products. Most of the wholesalers and 

retailers commented that the Arabian consumers—particularly 

those living in cities—are likely to value the quality of 

foreign products. In other words, they have already formed 

unfavorable judgments about the Arabian products. These 

judgments may or may not be valid. The important thing is 

that they exist and that they influence people's perception 

of foreign products. 

Since marketing intermediaries in the Arab countries 

are import-oriented and sell, primarily, familiar foreign 

products, a greater amount of wholesalers' and retailers' 

time and marketing energy is spent in finding goods to sell 

than in marketing these goods after they are in stock. In 
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Table 35. Preference for Handling 
Foreign Products (Wholesalers) 

Ready-made Food Electrical 
Textile Clothes Products Appliances Total 
No. (%) No. (%) No. (%) No. (%) No. (%) 

Arabian 
products 3 (17). 5 (24) 4 (21) 2 (11) 14 (18) 

Foreign 
products 10 (55) 11 (52) 5 (26) 12 (67) 38 (50) 

Both 5 (28) 5 (24) 10 (53) 4 (22) 24 (32) 

Don't know 
or no ans. 00 (00) 00 (00) 00 (00) 00 (00) 00 (00) 

Total 18 (100) 21 (100) 19 (100) 18 (100) 76 (100) 

Why? 

Price 2 (11) 2 (10) 3 (16) 2 (11) 9 (12) 

Quality 7 (39) 9 (43) 9 (47) 5 (28) 30 (39) 

Consumer 
Preference 9 (50) 10 (47) 7 (37) 11 (61) 37 (49) 

Other 00 (00) 00 (00) 00 (00) 00 (00) 00 (00) 

Total 18 (100 21 (100) 19 (100) 18 (100) 76 (100) 
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Table 36. Preference for Handling 
Foreign Products (Retailers) 

Ready-made Food Electrical 
Textile Clothes Products Appliances Total 
No. (%) No. (%) No. (%) No. (%) No. (%) 

Arabian 
products 2 (10) 4 (20) 5 (24) 2 (14) 13 (18) 

Foreign 
products 11 (58) 12 (60) 10 (48) 8 (57) 41 (55) 

Both 6 (32) 4 (20) 6 (28) 4 (29) 20 (27) 

Don't know 
or no ans. 00 (00) 00 (00) 00 (00) 00 (00) 00 (00) 

Other 00 (00) 00 (00) 00 (00) 00 (00) 00 (00) 

Total 19 (100 20 (100) 21 (100) 14 (100) 74 (100) 

Why? 
Price 4 (21) 5 (25) 3 (14) 4 (29) 16 (22) 

Quality 6 (32) 5 (25) 7 (33) 3 (21) 21 (28) 

Consumer 
Preference 9 (47) 10 (50) 11 (53) 7 (50) 37 (50) 

Other 00 (00) 00 (00) 00 (00) 00 (00) 00 (00) 

Total 19 (100) 20 (100) 21 (100) 14 (100) 74 (100) 
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short, the foreign products become the preference of the 

Arabian consumers, establishing a demand which intermedi

aries have not had to promote. A total of 49 per cent of 

the wholesalers and 50 per cent of the retailers polled 

indicated consumer preference for foreign products (Tables 

35 and 36). When wholesalers and retailers were asked to 

rate the Arabian products, 58 per cent of the wholesalers 

and 66 per cent of the retailers suggested that the Arabian 

products are good but could be improved (Tables 37 and 38). 

They suggested the following improvements: 

a. Updating Arabian products. 

b. Producing items with different assortments of colors, 
sizes, and prices. 

c. Packaging Arabian products attractively. 

d. Improving the quality of Arabian products. 

e. Making product innovations. 

f. Providing branded differentiated products. 

g. Assuring dependability. 

h. Guaranteeing products. 

The ease of selling foreign products has influenced 

the use of advertising, as can be seen from Tables 39 and 

40. Statistics show that 62 per cent of the wholesalers, 

and 86 per cent of the retailers do not use advertising to 

promote the products they sell. The limited use of adver

tising by retailers reflects also their inability to pay 
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Table 37. The Arabian Products Rated 
by Wholesalers 

Ready-made Food Electrical 
Textile Clothes Products Appliances Total 
No. (%) No. (%) No. (%) No. (%) No. (%) 

Satisfactory 
as is 7 (39) 7 (33) 9 (47) 5 (28) 28 (37) 

Good, but 
could be 
improved 11 (61) 14 (67) 10 (53) 9 (50) 44 (58) 

Not 
Satisfactory 0 (00) 00 (00) 00 (00) 4 (22) 4 (05) 

Other 0 (00) 00 (00) 00 (00) 00 (00) 00 (00) 

Total 18 (100) 21 (100) 19 (100) 18 (100) 76 (100) 

Table 38. The Arabian Products Rated 
by Retailers 

Ready-made Food Electrical 
Textile Clothes Products Appliances Total 
No. (%) No. (%) No. (%) No. (%) No. (%) 

Satisfactory 
as is 5 (26) 7 (35) 

Good, but 
could be 
improved 

Not 
Satisfactory 0 

Other 

Total 

9 (43) 4 (29) 25 (34) 

14 (74) 13 (65) 12 (57) 10 (71) 49 (66) 

(00) 00 (00) 00 (00) 00 (00) 00 (00) 

0 (00) 00 (00) 00 (00) 00 (00) 00 (00) 

19 (100) 20 (100) 21 (100) 14 (100) 74 (100) 
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Table 39. Do You Advertise? 
(Wholesalers) 

Ready-made Food Electrical 
Textile Clothes Products Appliances Total 
No. (%) No. (%) No. (%) No. (%) No. (%) 

Yes 5 (28) 9 (43) 7 (37) 8 (44) 29 (38) 

No 13 (72) 12 (57) 12 (63) 10 (56) 47 (62) 

Other 00 (00) 00 (00) 00 (00) 00 (00) 00 (00) 

Total 18 (100) 21 (100) 19 (100) 18 (100) 76 (100) 

Table 40. Do You Advertise? 
(Retailers) 

Ready-made Food Electrical 
Textile Clothes Products Appliances Total 
No. ( % )  No •  ( % )  No. (%) No. ( % )  No. (%) 

Yes 2 (11) 4 (20) 1 (05) 3 (21) 10 (14) 

No 17 (89) 16 (80) 20 (95) 11 (79) 64 (86) 

Other 00 (00) 00 (00) 00 (00) 00 (00) 00 (00) 

Total 19 (100) 20 (100) 21 (100) 14 (100) 74 (100) 
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its cost; 53 per cent of the wholesalers expressed the view 

that advertising is desirable but not essential (Table 41). 

They further indicated that they use advertising mostly to 

protect themselves from competitors (Table 42). Whole

salers unanimously indicated the use of an all-you-can-

afford approach in allocating money both to advertising 

(Table 43) and salesmen budgets (Table 44). 

There is no reason not to believe that an active 

sales effort by distribution channels can be effective in 

any society. A notable example was seen in Latin America 

where Sears, Roebuck set up department stores employing 

essentially the same promotion methods they used in the 

United States in competition with existing retailers. The 

major department stores had been operating quite profitably 

with little sales effort. When Sears started in 1947, it 

immediately placed large advertisements in the local news

papers, set up attractive window displays, encouraged store 

personnel to make strong sales efforts, and adopted other 

aggressive promotion methods. Wood and Keyser (1953) point 

out that the company has been extremely successful, and its 

practices have forced Mexican department stores to follow 

suit. 

The contribution of advertising is stated by Lanigan 

(1962, p. 90) in discussing the role of advertising in the 

new European community: 
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Table 41. Attitude Toward Advertising 
(Wholesalers) 

Textile 
No. (%) 

Ready-made 
Clothes 

No. (%) 

Food 
Products 
No. (%) 

Electrical 
Appliances 
No. (%) 

Total 
No. (%) 

Essential 4 (22) 7 (33) 3 (16) 8 (44) 22 (29) 

Desirable 
but not 
essential 9 (50) 12 (57) 10 (53) 9 (50) 40 (55) 

Not 
Desirable 5 (28) 2 (10) 6 (31) 1 (06) 14 (18) 

Other 00 (00) 00 (00) 00 (00) 00 (00) 00 (00) 

Total 18 (100) 21 (100) 19 (100) 18 (100) 76 (100) 

Table 42. Advertising Goals 
(Wholesalers) 

Ready-made Food Electrical 
Textile Clothes Products Appliances Total 
No. (%) No. (%) No. (%) No. (%) No. (%) 

Protect 
from 
competitors 9 (50) 9 (43) 8 (42) 12 (67) 38 (50) 

Attract 
new 
customers 

Other 

Total 

(39) 9 (43) 4 (21) 6 (33) 26 (34) 

(11) 3 (14) 7 (37) 00 (00) 12 (16) 

18 (100) 21 (100) 19 (100) 18 (100) 76 (100) 

7 

2 
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Table 43. Advertising and Promotional 
Budget (Wholesalers) 

Ready-made Food Electrical 
Textile Clothes Products Appliances Total 
No. (%) No. (%) No. (%) No. (%) No. (%) 

All you can 
afford 18 (100) 21 (100) 

Percentage 
of past 
sales 

Other 

Total 

00 

00 

( 0 0 )  

( 0 0 )  

00 

00 

(00 )  

(00 )  

18 (100) 21 (100) 

19 (100) 18 (100) 76 (100) 

00 (00)  00  (00)  00  (00)  

00  (00 )  00  (00 )  00  (00 )  

19 (100) 18 (100) 76 (100) 

Table 44. Salesmen Budget 
(Wholesalers) 

Ready-made Food Electrical 
Textile Clothes Products Appliances Total 
No. (%) No. (%) No. (%) No. (%) No. (%) 

All you can 
afford 18 (100) 21 (100) 

Percentage 
of past 
sales 00 

Other 

Total 

(00 )  00  (00 )  

00 (00)  00 (00)  

18 (100) 21 (100) 

19 (100) 18 (100) 76 (100) 

00 (00)  00  (00)  00  (00)  

00  (00)  00  (00)  00  (00)  

19 (100) 18 (100) 76 (100) 
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In Europe, total advertising expenditures amount 

to no more than $3 billion. If by 1970 the European 
market for consumer goods has expanded at.the rate 
expected, there must be a considerable increase in 
European advertising expenditures. This increase 
will be necessary and desirable for several reasons. 
In the first place, the boosted output and produc
tivity that we hope to see during the sixties will 
be possible only at a high level of consumer expend
iture. Advertising must teach European consumers to 
adjust their patterns of consumption to these new 
conditions of affluence with sufficient speed to 
make investment worthwhile in new products, new 
plants, and new ideas. Consumption habits change 
slowly, so that if we are to benefit fully from the 
widening of the European market, the change must be 
speeded up. Advertising is the main instrument, in 
this respect,, for accelerating social change. 

Facilitating Institutions and Services 

In the Arab countries, as well as in any country in 

the early stages of economic and social development, the 

facilities to support the marketing of goods and services— 

transportation and communication, electrification, financing, 

and marketing research activities—are inadequate. This 

section will discuss these facilities and their limitations 

and provide some suggestions for improvements to better 

serve the distribution of the Arab Common Market. 

Market Research 

No matter how well designed a plan to improve the 

marketing system may be, it will be ineffective unless it 

includes abundant information. The more facts that can be 

obtained about the nature of the marketing system in the 

Arab countries, the better designed the plan for improvement. 
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In the United States and other highly developed 

areas, much useful secondary information regarding the eco

nomic and demographic characteristics of the market is 

available from government and/or private sources. Further

more, there are independent research organizations available 

in these countries to develop quantitative data or to con

duct surveys for business firms and advertising agencies. 

Dowd (1965, p. 289) confirms that in Germany insti

tutional marketing research dates back to 1926, in France to 

1939, and in the Netherlands to 1940. In the Arab countries 

where economic and demographic data are quite limited, no 

qualitative research dealing with consumer behavior is being 

conducted by firms. It is a fact, as Dowd states, that 

"market research in foreign markets is at about the same 

stage that marketing research in the United States was in 

in the 1940's." The research that has been conducted is 

principally concerned with gathering aggregate data, and no 

attention has been directed toward consumer studies relating 

to shopping behavior, motivation, etc. 

In their articles on "The Use of Marketing Research 

in the Emerging Economies," authors Boyd et al (1964, pp. 

20-23) discuss the somewhat limited role of marketing re

search in 18 different underdeveloped countries. They 

attribute much of this limited use of marketing research to 

the attitude in the emerging countries toward marketing, in 
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general, which they consider less important than production. 

This limitation is almost true of the majority of developing 

countries including the Arab countries. As development oc

curs, as population data become more complete and reliable, 

market research will be forthcoming. It is not necessary, 

though, to wait for these desirable improvements before put

ting marketing research at the service of the Common Market. 

The importance of market research can be inferred from a 

story by Davis (1959, p. 76): 

The manager of one successful European chain 
operation claimed to a friend of the writer's that 
he did not need elaborate research to tell him 
whether he should concentrate his production upon 
"red or green" soap. Rather, he watched the turn
over records in his retail stores and soon knew 
which color the consumer preferred. But he had no 
rejoinder when his visitor replied, "Yes, but how 
do you know that they wouldn't prefer yellow even 
more?" 

Finance 

In the Arab countries, financial institutions are 

not willing to extend credit to retailers because of the 

small scale of their operations. Thus, retailers with lim

ited capital are obliged to submit to wholesalers' wishes. 

In general, the financial structure is inadequate to sup

port the growth of marketing institutions. 

The Retail News Letter (1963, p. 2) reports that 

financial institutions can play a major role in initiating 

changes in marketing institutions by providing funds to 
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both retailers and wholesalers to enable them to expand and 

modernize. In Western Europe, there are financial institu

tions specifically devised for this purpose. A notable ex

ample is General Shopping, S.A., an international holding 

company for retail trade credit, established in Luxemburg in 

1962 by an international group of banks headed by the Swiss 

Credit Bank. The financing of stores, shopping centers, and 

other types of retail establishments in Western Europe is 

its major purpose. 

Segall (1955, p. 64) states that in Canada the 

growth of finance companies to provide credit facilities for 

small retailers resulted in an improved efficiency of the 

small stores. 

Transport and Communication 

Economies of scale can be achieved only if there 

exists a transport and communication network which permits 

the goods to be moved within the larger market. In many 

developing countries (including the Arab countries) this 

network does not exist because the traditional trade has 

been directed only toward the developed world. What little 

transportation is available tends to be costly because of 

the relatively small traffic volume; the insufficiency of 

local fleets; the poor condition of the ports, roads and 

railways; and other factors. Consequently, it is often 
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more expensive to move a product from one developing country 

to another than toward the geographically-distant, developed 

countries. 

Dell (1966, p. 101) quotes some very revealing 

figures in Latin American countries. According to him, the 

freight rate for lumber shipped from Mexico to Venezuela was 

$24 per ton in 1963, compared to $11 from Finland to Vene

zuela; and goods shipped from Porto Alegre in Brazil to 

Montevideo arrive more quickly if shipped via Hamburg. 

In Europe, the existing transport and communication 

facilities contribute to the success of the Common Market 

as confirmed by Parker (1969, pp. 6-7): 

Modern techniques of communication have helped 
bring about the consolidation of all these advan
tages. Air transport enables passengers and freight 
to be carried rapidly between the major centers, 
while speed and flexibility on land have been en
hanced by the building of trunk roads and motorways. 
The construction of pipelines and electricity trans
mission lines has made possible the movement of power 
and power-producing materials over long distances, 
and the improvement of ports and interior waterways 
has expedited and cheapened the transport of heavy 
goods. Radio, television, and long distance tele
phone cables have made the transmission of news and 
information virtually instantaneous and have helped 
make the continent and its peoples familiar to one 
another. 

In the Arab countries, transport and communication 

facilities, though inadequate, are more readily available 

in the urban than rural regions. As one moves from the 

city the curtain gradually falls on the modern world until 

one finds the distant villages almost untouched by modernity. 
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Mass media and universities are concentrated almost exclu

sively in urban areas. Rural areas that constitute the 

majority of the population (Table 45) are not benefiting 

from marketing facilities. 

The establishment of the Common Market will require 

an improvement, not only in the internal transport and com

munication system, but also in expansion of transport and 

communication networks connecting neighboring Arab countries 

with one another. The following report by the United Na

tions on Industrial Development in the Arab Countries 

(1967a, p.5) provides some suggestions for improving the 

transport and communication facilities in the Arab coun

tries : 

Industrial development will be deficient and will 
fail to attain its real objective, namely, integra
tion, if it is not accompanied by a coordinated and 
comprehensive plan in the field of transportation and 
communication. This requires, first, the standard
ization of gauges and the raising of efficiency of 
the railway system; and secondly, the expansion of 
inland road networks connecting neighboring Arab coun
tries with one another. Perhaps the time has come to 
reactivate one such project, namely, the inland road 
connecting the Mediterranean Sea to the Arabian Gulf. 
The purpose of building this road is to link the sea
ports of Beirut, Tripoli, and Lathakia, on the one 
hand, to those of Basra, Kuwait, and Dammam on the 
Arabian Gulf, on the other, with subsidiary roads 
branching to important centers in Iraq, Jordan, Saudi 
Arabia and Syria. 

However, the geographical distance should be consid

ered, and the development of waterways and air transport 

facilities should receive priority. 
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Table 45. Population by Urban/Rural 
Residence in Selected Arab Countries, 

France, and Luxemburg 
E=Estimate C=Census 

Population 
Country Year Urban Rural 

Algeria 1966 (C) 4,613,143 7,208,536 

Morocco 1968 (E) 4,610,000 9,970,000 

Iraq 1965 (C) 3,647,375 4,614,152 

Kuwait 1965 (C) 103,151 364,638 

France 1968 (C) 34,814,660 14,941,120 

Luxemburg 1966 (C) 211,562 123,228 

Source: United Nations Demographic Yearbook (New 
York: United Nations Publications, 1969). 
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Electrical Services 

A prerequisite for industrial development and for 

changes in the geographical patterns of distribution in the 

Arab countries is the availability of a big power network 

with enough energy to support electrical services for large 

cities, towns, and villages. At present there are some 

electric power stations which provide large cities with 

energy for lighting, but their capacities are too small to 

be used even for_industrial purposes. Thus, where electric

ity is most needed to speed development and to facilitate 

enlargement of the market, there is a minimum of power 

available. 

The United Nations report on Industrial Development 

in the Arab Countries (1967a, p. 121) lists for an example 

that in Syria the per capita consumption of electric power 

was 41 kilowat hours a year in 1956 and 91 in 1964. A com

parison of these figures with corresponding figures for 

developed countries such as West Germany at 1,950 kwh/year 

indicates the extent to which Syria lags in the field of 

economic development. 

Summary of Findings of the Research 
Study on Marketing Institutions 

The existing marketing intermediaries would not 

serve the goal of the Arab Common Market with respect to a 

nationwide distribution for their industrial production. 
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The small-scale of intermediaries1 operations, the lack of 

incentives and interest in expansion, the low level of 

administrative skills in managing businesses, and their 

insistence upon concentrating in urban areas are a few 

examples of the unreadiness of the distribution system to 

handle the production of the Common Market. Moreover, 

intermediaries' roles as buyers, as suppliers of merchan

dise, and as salesmen, serve well the distribution of 

familiar foreign.products but not the Arabian products which 

require aggressive marketing efforts to establish them 

firmly in the market. 

However, the change in marketing institutions will 

not develop automatically. The relative efficiency and per

formance of intermediaries in developed countries rests in 

good part upon the external economies provided by a host of 

governmental and private agencies. Intermediaries in devel

oped countries can draw upon a wide variety of credit and 

financial institutions to support their expansion and mod

ernization; they can delegate the movement of goods and 

services within the larger market to many different types of 

carriers; and they can advertize in a wide selection of 

media. In the Arab countries the absence of these marketing 

facilities tends to prevent the growth of marketing institu

tions . 



CHAPTER VII 

SUMMARY AND CONCLUSIONS 

The purpose of this research was to establish the 

hypothesis stated previously: That the marketing system is 

critical to the success of a Common Market in underdeveloped 

countries. Findings point to the conclusion that the pres

ent marketing system in the Arab countries is inadequate to 

support the establishment of an Arab Common Market. The 

size of the market would be limited by the low level of 

income and education. The marketing institutions well 

serve the distribution of foreign products but would be 

inefficient for the distribution of the Common Market prod

uction. Success of the market would be further hampered by 

the inadequacy of current marketing facilities. 

The importance of a well-developed marketing system 

to the success of a Common Market is confirmed by the re

search study. There is no point in establishing an Arab 

Common Market if the output of this market in terms of goods 

and services will not be absorbed by the local markets; if 

marketing institutions are poorly equipped to promote a 

nationwide distribution system for the production of the 

Common Market; and if the marketing facilities are inadequate 
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to provide the services necessary for an expanded market. 

Several reasons lead to this conclusion: 

a. The current distribution system in the Arab coun

tries is poorly equipped to handle the output of 

local factories and will continue to be inefficient 

for the distribution of the Common Market produc

tion. 

1) Marketing intermediaries are operating small 

businesses and lack the incentive for expansion. 

The enlarged market with greater possibilities 

of increased economies of scale in production 

would require some form of expansion or merger 

among members in the channel of distribution. 

2) Wholesale and retail businesses are clustered 

only in large cities and will not serve the 

goal of the Common Market with respect to nation

wide distribution. 

3) Wholesale and retail businesses are owned and 

administered by people who have low level man

agerial skills. The larger these businesses 

grow without administrative competence, the 

greater the problem becomes. 

4) The entire distribution system is dominated by 

relatively large wholesalers capable of using 
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their power to discourage manufacturers by 

refusing to handle domestically-produced goods. 

5) Marketing intermediaries are accustomed to the 

ease of selling foreign products and would be 

unwilling to promote local products. 

6) Marketing intermediaries in the Arab countries 

are engaged heavily in securing foreign prod

ucts and make no effort to promote local prod

ucts.. As a result, a psychological factor, 

developed through years of experience with for

eign products, prevails in all Arab countries 

and tends to make the consumer prefer an im

ported commodity and to lack confidence in 

domestic products. These negative attitudes 

toward local products are not the result of 

psychological factors alone: Important is the 

inferior quality of local products compared with 

foreign products, as well as the complete neg

lect of the importance of marketing by indus

trial firms in moving their products to the 

final consumers. 

b. The current facilitating institutions and services 

that the marketing intermediaries can draw upon to 

support their expansion and modernization are inade

quate . 
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c. The transportation system is inadequate and would 

require greater improvements before it- can serve 

an expanded market. No transportation link between 

Arab countries exists because trade has been di

rected toward the developed world and not toward 

the region to which the country belongs. Conse

quently, it is often more expensive to move a prod

uct from one Arab country to another than to more 

distant developed countries. The present Arab net

work system, therefore, limits the effective market 

at the disposal of the producer. 

The improvement in marketing institutions will not 

develop automatically after the establishment of the Common 

Market. The development of marketing facilities to support 

the expansion of marketing institutions should receive pri

ority. Information regarding the economic and demographic 

characteristics of the market should be made available and 

become more developed. 

Industrial firms in turn should benefit from the 

experience and technology of the developed countries. In 

addition, they should make aggressive marketing efforts to 

effect a change in the negative attitudes toward the Arabian 

products. This change can be achieved in four ways: First, 

by producing good quality products with an assortment of 

colors, sizes, prices, and packaging; second, by offering 
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product guarantees coupled with marketing information 

about the uses of the product; third, by using pull adver

tising and in-store promotion supplemented by dealer promo

tion (push strategy); fourth, by producing the types of 

merchandise that will satisfy the needs of the different 

income groups and consumers' tastes in the Arab countries. 

The protection of local industries will not be an incentive 

for improving the quality of Arabian products. Less effi

cient domestic producers would have no competitive pressure 

to improve their operation. Temporary subsidies in the form 

of cash, long-term low-interest loans, or other privileges 

will be more effective and easily adjusted. 

Marketing intermediaries should share some responsi

bility in promoting local products. Their role as buyers, 

as suppliers of merchandise, and as salesmen should be 

changed to that of distributors taking an active part in 

promoting Arabian products. 

However, even if marketing efforts are intensified 

and the intermediaries' role is changed, the effective mar

ket for the disposal of industrial firms' production in the 

Common Market will be limited as long as adequate marketing 

facilities do not exist. The development of marketing 

facilities must receive priority. The following suggestions 

are offered: 

a. Improvement of transport and communication links 

between the Arab countries through— 
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1) reduction of postal rates to the level of inter

nal rates; 

2) improvement of air transport services within the 

region, and the reduction of freight rates; 

3) construction and improvement of rail and road 

links; 

4) closer cooperation in the field of shipping, 

including the establishment of a maritime line. 

b. Extension of electricity to small towns and villages. 

c. Extension of short- and long-term loans by financial 

institutions to entrepreneurs and intermediaries to 

enable them to expand and modernize. 

d. Establishment of market research organizations to 

insure a continuous information flow about consumers 

and the market. 

How fast the marketing system will develop depends 

in part on how fast certain related elements of society 

grow and how much effort is devoted to such growth. For 

example, the growth rate of the size of the market will be 

stimulated by the increase in income and the spread of pub

lic education, and slowed by the lack of it. 

The essential responsibility for improvement in the 

marketing system rests with the Arab countries themselves. 

Precisely because a long-range process is involved before 

the Arab Common Market can be a success, it is urgent that 
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commitments and efforts for improvement are undertaken 

soon. The research has offered some suggestions in the 

direction of improving the marketing system. The intention 

behind these suggestions is neither to set up a blueprint 

nor to lay down an operational code for integration schemes. 

The purpose is merely to state as clearly as possible some 

of the marketing considerations that should be kept in mind, 

particularly in the early stages when developing countries 

want to initiate a move in the direction of establishing a 

Common Market. 

Admittedly the research has touched on only a few 

of the many marketing aspects to Common Market establish

ment. The main purpose has been to stimulate more thinking 

and research on what is believed to be an exciting and a 

potentially productive, but as yet a truly underdeveloped, 

area of economic development analysis. 
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APPENDIX 1 

QUESTIONNAIRE DIRECTED TO MAJOR 

MANUFACTURING COMPANIES IN THE ARAB NATIONS 

Department of Marketing 
The University of Arizona 

Tucson, Arizona 

CONFIDENTIAL 

(All information in this report will be considered 
confidential and no names will be mentioned in any 

use of the questionnaire.) 
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Sample Questionnaire Mailed to Manufacturers 

Date_ 

Name of Company 

Address 

City Country 

Nature of business: Manufacturing j j; Wholesaling j J; 
Retailing j j; Other Q -

Date established 

Main Product Manufactured 

Products Manufactured Other Than the Main Product_ 

Respondent ~ Title 

Number of Plant employees: When started Now 

Amounts of production: When started Now 
(Quantity and Value) 

Amounts of Consumption: When started Now 
(Quantity and Value) 

Capacity: When started Now 

Sales ($) When started Now 

Profit When started Now 

Please check the box in front of the answer you choose I |. 
Please omit any questions that are not pertinent. ; • 

1. The bulk of the raw materials required for production: 

| I Imported 

Not imported. Resources of the country are sufficient 
to meet domestic requirements. 

Resources are more than sufficient. • Other 

No answer or don't know. 
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Can. the domestic market absorb your output? J jYes j jNo 

j pther | | No answer or don't know. 

If no, why not?_ 

Will the product sell evenly through the year • 

D Seasonally • Other 
If seasonally, what seasons? 

Is the market: 

| | Growing j j Declining j j Stable j j Temporary 

• Other 

(a) Where are the present buyers of the product located? 

j | Large cities j j Towns j j Rural Districts 

| | Foreign Markets 

(b) Where are the potential (future) buyers located? 

[ | Large cities j ! Towns j j Rural Districts 

j Foreign Markets 

n 
What are the trends in distributing the product? 

Toward more direct j j Toward more middlemen 
distribution 1 1 

• Other • Don't know or no answer 

What channels of distribution are used at the present time 

aanufacturer direct to I 1 Manufacturer-Wholesaler-
uyer ' ' Retailer-Consumer 

Qanufacturer-Retailer- j I Manufacturer-Agent-
onsumer ' « Wholesaler-Retailer 

thers (Please describe) 
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10. Does the distribution plan of the company vary in dif
ferent areas? 

• Yes • No • Don't know or no answer 

11. What means of contact are used to reach the distrib
utors? 

• Phone I I Mail I j Salesmen I j Other (please 
I 1 1 i I 1 describe) 

12. (a) Do you use advertising to reach your customers? 

• Yes • No | jOther (please describe) 

(b) What methods of advertising seem to be most effec
tive in-reaching the consumer? 

n- ewspapers • Radio 

D4 agazines • Television 

j butdoor (Car cards, j j Other (please describe) 
' posters, painted ' ' 

signs) 

| jMovie screen ads 

13. Which of the following do you offer to resellers? 

• Credit • Return of defective goods 

• Guarantee j j Cover loss in transportation 

| | Delivery j j Quantity discounts 

• Information • Cash discounts 

| | Other (please describe) 

14. Are all materials used in the manufacture of the product 
available locally? 

I I Yes I I No I 1 Other I I Don't know or no 
* 1 * * ' 11 dnsw6r 
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If not, what materials must be imported? ' 

Other Comments: 
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Sample Letter Mailed with 
Questionnaire to Manufacturers 

Gentlemen: 

I am writing my doctoral dissertation at the University 
of Arizona, U.S.A., on the subject of marketirq in the 
Arab Nations. 

My main interest is to get up-to-date information about 
the production level, demand, capacity, the way your 
product or products are being distributed locally and 
internationally. Enclosed is a questionnaire that covers 
the main facts needed. 

I am most interested in the problems you may have en
countered in marketing your products. I would also be 
extremely grateful if you could send me any material, 
maps, pamphlets, etc., which are available. This will 
be of great help to me in this research. 

You may be sure that all information you may be good 
enough to provide will be treated as completely confi
dential . 

Yours very truly, 

Abou-Rokbah Hassan 
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APPENDIX 2 

QUESTIONNAIRE DIRECTED TO WHOLESALERS 

IN THE ARAB NATIONS 

Department of Marketing 
The University of Arizona 

Tucson/ Arizona 

CONFIDENTIAL 

(All information in this report will be considered 
confidential and no names will be mentioned in any 

use of the questionnaire.) 
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Sample Questionnaire Mailed to Wholesalers 

Date_ 

Name of Company ' ' 

Address 

City Country 

Owner or Owners 

Nature of Business 

Date Established _ 

Products Handled 

Please check the box in front of the answer you choose j I. 
Please omit any questions that are not pertinent. 1 ' 

1. What is the number of salesmen employed? 

| | None | | One | | 2-5 | [ 6-10 j j Over 10 

Please 
specify 

2. Which do you prefer to handle: 

j | Arabian-made products | | Foreign-made products 

Both I j Other I I Don't know or no 
' ' I ' answer 

3. Why? Is it because of: • Price j | Quality 

• Consumer Preference | jOther reasons (please spec

ify) 

4. Having dealt with some types of Arabian-made products 
would you rate them: 

Satisfactory I 1 Good, but could I J Not 
as is ' ' be improved Satisfactory 

• Other 
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If you have not checked "satisfactory as is," please 
tell us just what it is that you don't like, or in what 
way you feel they could be improved: 

(a) Do you advertise? • Yes • No • 0ther_ 

(b) Whether you advertise or not, what is your attitude 
toward it? 

Essential I j Desirable, but I I Not 
' ' not essential ' Desirable 

• Other 

Why j 

6. What are the primary objectives of your advertising? 

Protect from ] ! Attract new j I Other objectives 
Competitors Customers ! or Reasons: 

(please describe) 

7. Which one or more of the following influence your 
purchase? 

| j Quality • Price • Service | | Other (please 

describe) 

8. Have you ever been asked to merge with another wholesaler? 

• | | j | Other | | Don't know or no answer 

9. Is the market for the products you handle: 

j | Growing | | Declining • Stable | | Temporary 

• Don't know or no answer • Other (please describe) 
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10. Which one or more of the following factors influence 
your customers to buy from you? 

| | Advertising | jWindow displays 

• Price • Dealer's service 

| | Reputation | j Previous experience 

• Store demonstration • Conficence in salesman 

• Other (please describe) 

11. What kind of advertising (if any) do you think had the 
most influence on customer choice of your firm from 
which to buy? 

| | Newspaper ads • Television 

| | Magazine ads j j Radio 

| | Mailed advertising j j Movie screen ads 

Outdoor (car cards, posters, painted signs, electric 
signs) 

| | Other (please describe) 

12. Do the products sell? | j Evenly throughout the year 

| jSeasonally | | Other (please describe) 

13. If seasonally, what seasons? 

14. For the future what should be the relative number and 
size of wholesalers? 

| j Fewer-larger • More-same 

| | More-larger • More-smaller 

• Same-larger • Same as now 

| | Other (please describe • • 
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15. In making promotion and advertising budgets do you 
budget? 

j j All you can afford j j Percentage of past sales 

j | Other (please specify) 

16. In making salesmen budgets, do you budget? 

| j All you can afford | | Percentage of past sales 

| jOther (please specify) 

17. Other comments: 
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Mailed to Wholesalers. 
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Sample Letter Mailed with 
Questionnaire to Wholesalers and Retailers 

Gentlemen: 

I am writing my doctoral dissertation at the University 
of Arizona, U.S.A., on the subject of marketing in the 
Arab Nations. 

My main interest is to get up-to-date information about 
demand and the way the product or products are being 
distributed, means of advertising, etc. Enclosed is a 
questionnaire that covers the main facts needed. 

I am most interested in the problems you may have en
countered in marketing your products. I would also be 
extremely grateful if you could send me the answer to 
the questionnaire as soon as possible. This will be of 
great help to me in this research. 

You may be sure that all information you may be good 
enough to provide will be treated as completely confi
dential. 

Yours very truly, 

Abou-Rokbah Hassan 



Arabic Translation.of Letter 
Mailed to l•lholesalers and Retailers 
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APPENDIX 3 

QUESTIONNAIRE DIRECTED TO RETAILERS 

IN THE ARAB NATIONS 

Department of Marketing 
The University of Arizona 

Tucson, Arizona 

CONFIDENTIAL 

(All information in this report will be considered 
confidential and no names will be mentioned in any 

use of the questionnaire.) 

176 



Sample Questionnaire Mailed to Retailers 
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Date 

Store Name 

Address 

City Country 

Owner or Owners 

Type of Store 

Date Established 

Please list types" of products handled 

Please check the box in front of the answer you choose! j. 
Please omit any questions that are not pertinent. —J 

1. What is the number of salesmen employed? 

| | None | j One j j 2-5 j j 6-10 | j Over 10 

Please 
specify 

Which do you prefer to handle: 

| j Arabian-made products j jForeign-made products 

Both j j Other j j Don't know or no 
' ' ' ' answer 

Why? Is it because of: 

• Price j j Quality j | Consumer preference 

| | Other (please specify) 
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4. Having dealt with some types of Arabian-made products 
would you rate them: 

Satisfactory I J Good, but could j I Not 
as is « ' be improved * ' Satisfactory 

j | Other (please specify) 

If you have not checked "satisfactory as is," please tell 
us just what it is that you don't like, or in what way 
you feel that Arabian-made products could be improved. 

5. Do you buy most goods from one manufacturer? • Yes 

| | No j | Other (please explain).^ 

6. Do you buy most goods from one wholesaler? | j Yes j jNo 

j | Other (please explain) 

7. If no, from how many? 

8. Do you go to wholesaler to buy? • Yes • No 

j | Other (please explain) 

9. Does wholesaler contact you? | j Yes • 

| | Other (please explain) 

No 

10. How is contact made? • Mail | | Telephone | j Personal 

| | Other (please explain) 

11. What would you like wholesalers to do better for you? 

| | Better quality goods j | More reasonable prices 

Increase in credit J j Other things (please specify) 
limits ' ' 
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12. What is the number and size of retail stores you would 
prefer to see in the future? 

| jMore-larger | j More-same 

| | Fewer-larger • More-smaller 

• Same-larger • Same as now 

• Don't know or no answer 

13. Why do you feel the way indicated in question 12? 

14. Do you advertise? • Yes • No j | Other 

15. What do you think the majority of consumers prefer: 

j j Lower price with reasonable quality 

• Higher price with higher quality 

| | Good service 

| | Other (please explain) 

16. Other comments: 
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APPENDIX 4 

STATISTICAL SIGNIFICANCE AND 

THE CHI-SQUARE TEST (X2) 

Chi-square test is a measure of the departure of 

obtained frequencies from the frequencies expected by 

chance. It is used to test that obtained results from 

industrial firms are statistically significant and depart 

from chance expectation. The procedure involved in chi-

square analysis is as follows: 

2 
The computation of X : 

x2 _ ? (0i - E±)2 

i = 1 

Where CK = obtained frequencies 

5^ = Expected frequencies 

K 
= Summation over all "K" categories 

i = 1 

2 
The larger X is the greater the obtained frequen

cies deviate from the expected chance frequencies. Chi-

square ranges from 0, which indicates no departure of 

obtained from expected frequencies, through a large number of 

increasing values. Miscellaneous information received as a 
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response to a particular question with no great value to 

bias the conclusion was discarded. 

HYPOTHESIS: No difference between the obtained 

results and chance expectations. The test is statistically 

not significant. 

SIGNIFICANT LEVEL: a = .05 

REJECTION REGION: The hypothesis is rejected and 

2 
the test is significant if the obtained value of X is such 

that the probability associated with its occurrence is equal 

to or less than a = .05. The hypothesis is accepted and the 

2 
test is not significant if the obtained value of X is such 

that the probability associated with its occurrence is 

larger than a = .05. 

Chi-square technique can be found in almost any 

statistics book, together with instructions on its use. 

An Illustration of Chi-Square Analysis (Table 9, p. 86). 

Observed (0^) Expected (E^) 

No 46 58.5 
Yes 71 58.5 

117 117.0 

X2 = (46 ~ 58.5)2 + (71 ~ 58.5)2 

58.5 58.5 

= (12.5)2 + (12.5)2 

58.5 58.5 

= (156.25) + (156.25) 
58.5 58.5 
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2 
X table shows that the 5.34 result for one degree 

of freedom (df = 1) has probability of occurrence p = .025. 

Since this probability is less than the previously set level 

of significance, a = .05, we reject the hypothesis at that 

significance level. This means that the test is statisti

cally significant. 
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