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A. Suggestions on an action -oriented  programme: Summary

Four basic issues are proposed in order to promote during the next 
tvo years the f ir s t  steps for  co-operation among Islamic Conference 
Members in the cap ita l goods industry:

I . Survey o f  the engineering industry in the Islamic Countries.

II . Implementation o f  nev means and procedures in view to fa c i l i ta te  
trade o f  cap ita l goods among Islamic Countries.

I I I . Expansion o f  co-operation among Islamic Countries for  cap ita l 
goods production related  to th e ir  basic needs.

IV. Consultations among Islamic Conference Members in order to
se lect and develop stra teg ica l cap ital goods with a co-operative 
approach.

Each basic issue may be implemented by some sp e c if ic  operations to  be 
developed:

with the Islamic Conference S ecretariat,

with Islamic ad hoc Institutions (existing as w ell as new),

within certain UNIDO and other United Hâtions 3odies' projects/programmes,

with UNIDO assistance, i f  asked.



Survey of T»he engineering industry in the Islamic Countries

Operations (I )  Inquiry about the actual and the projected capacities 
and a b il it ie s  o f  the heavy engineering industry in 
Islamic Countries.

(2) Evaluation o f  cap ital goods’ demand by processing 
industries among Islamic Countries up to 1990.

Operators : Islamic Conference Secretariat

SESRTCIC and IDB

va'ious Islamic ad hoc institu tion s 

UHIDO assistance i f  asked

II . Implementation o f  new means and procedures in order to fa c il ita te  
trade o f  cap ital goods among Islamic Countries

Operations (3) Developmen0 o f  an IDE ad hoc department.

(“ ) Implementation by IDB ad hoc department o f

a p re -qu a lifica tion  procedure fo r  tenders,

an Islamic quality label for Islamic engineering products,

nev financial schemes for improving exports o f  capital 
goods among Member-countries.

(5) Expansion o f  nev IDB foreign trade financing fa c i l i t ie s .

(6) Consultations among Islamic countries about the future
o f  th e ir  t a r i f f  barriers among themselves related to capital 
goods exchange.

(7) Consultations with Islamic Insurance and Reinsurance groups 
in order to fa c i l ita te  nev trade o f  engineering products 
and services among Islamic countries.

Operators : Islamic Conference Secretariat

IDB

m ultilateral and b ila tera l consultations

UNIDO assistance i f  a3ked



I I I . Expansion o f  co-operation among Islamic countries for 
capital goods production related  to their basic needs

Operations (8) Special emphasis during the next ''S olidarity  Meetings" 
for Sudan, Upper Volta and Mauritania.

(9) Follow-up o f  the F irst ECA/UNIDO Basic Metals and 
Engineering.

(10} S pecific  consultation meetings among Islamic countries. 

Operators : Islamic Conference Secretariat

Follow-up Committee on Industrialization  in A frica 

UNIDO

m ultilateral and b ila te ra l co-operation

IV. Consultations among Islami c Conference Members in  order to se lect 
and develop strateg ica l cap ital goods with a co-operative approach

Operations (11) Technico-economic evaluation and choice o f  a f ir s t  group 
o f  long-term stra teg ica l cap ital goods for  Islamic 
Countries.

(12) Evaluation o f  various co-operative procedures to develop 
these engineering products by an ad hoc Committee o f  the 
Islamic Conference.

(12) Signature, ra t ifica t io n  and implementation by Islamic 
Conference Members o f  the Agreement on Protection and 
Guarantee o f  Investments in Member States.

(1U) Evaluation o f  the obstacles related to d ifferen t standards 
among Islamic Countries.

Operators : Islamic Conference Secretariat and ad hoc Committee

SESHTCIC and ID3, with the participation  o f  ad hoc Islamic 
Institutions

m ultilateral and b ila tera l consultations

UNIDO assistance i f  asked



3. Anaiyss to an action -oriented  programme

INTRODUCTION

The New International Economic Order cannot he based on a continuation 
o f  the present international d iv ision  o f  labour. The Lima Declaration makes 
various recommendations aimed at greatly increasing industria l production in 
the developing countries and thus breaking away from the rhythms observed in 
the past.

The 25 per cent goal o f  the Lima Declaration is  the general expression 
o f  th is  desire for  change. But i t  is  clear that the participation  o f  the 
various industries in attaining this goal w ill  take d ifferen t forms depending 
on th e ir  present situation  and the conditions they have to meet in order to 
accelerate th eir  growth in the countries o f  the th ird  world.

The cap ita l goods industry is  one o f  the industries in the developing 
countries, the production o f  which w ill  not equal 25 per cent o f  world 
production by the year 20C0. One UNIDO study estimates that this percentage 
w ill  be 15 per cent (at maximum).

There are various factors which explain the times required for  the 
future development o f  th is  industry in the developing countries. The present 
situation in particu lar w ill  explain the handicaps with which the developing 
countries have to contend; in particu lar the position  o f  the Islamic 
countries may be described as fo llow s :

No Islamic country has yet been able t^ develop the basis fo r  a 
powerful cap ita l goods industry in spite o f  the past e ffo r ts  o f  
certain countries;

On the other hand, imports o f  cap ital goods —̂  by the Islamic countries 
as a whole are becoming a calculated risk for the development o f  these 
countries (e .g . by increasing th eir  international indebtedness), as well 
as for  that o f  the industria lized  countries which count on export 
markets in capital goods to restructure their productive machinery;

The mass (in volume and value) o f  imports o f  cap ital goods by the 
Islamic countries w ill  probably not decrease in the future unless 
special attenti" . is  given to this industry.

1 / T per cent of world trade in capital goods in 1970; 
l o . l  per ~ent in 1976.



Taking into account these elements, the objective? of this report
are as follow s:

Chanter I : To show that large-sca le  industria l developments in
the processing industries may as w ell encourage as
handicap the growth o f  the infant Islamic engineering
industry;

Chapter I I : To propose a f ir s t  evaluation o f  the s ta te -o f-th e -a rt
o f  the current e ffo r ts  being made by the Islamic
countries to  develop th is  industry in order to  promote
the idea o f  an inquiry into th eir  actual capacities
and th e ir  p ro je c ts , and to  develop an exchange o f
experiences among Islamic countries;

Chapter I I I : To evaluate elements to  be dev?.oped in view o f  new
co-operative schemes in the design, production and
trade o f  cap ita l goods among Islamic countries.



Chapter I

MAJOR INDUSTRIAL PROJECTS : OPPORTUNITY FOR,
OR OBSTACLE TO, THE DEVELOPMENT OF CAPITAL GOODS 

IN THE ISLAMIC COUNTRIES

Since the Islamic countries have opted for a sizeable development o f  
th eir  basic industries, i t  is  pertinent to estimate the e ffe c ts  o f  th is 
choice on the needs o f  these countries for  cap ita l goods.

To fa c il ita te  th is analysis, five  products have been selected :

The atmospheric d is t i l la t io n  o f  crude petroleum in  re fin eries  
( f i r s t  phase o f  f in in g );

The production o f  ammonia, the basis o f  nitrogenous fe r t i l iz e r s ;

The production o f  ethylene, the basis ( fo r  technical reasons) 
fo r  the production o f  the other o le fin s  (propylene and butadiene) 
and the principal raw material for p lastics  and many other chemical 
products ( e .g . ,  chlorinated solvents and polyester synthetic f ib r e s ) ;

The production o f  prereduced iron зге, connected with the industria l 
use o f  natural gas ;

The production o f  crude stee l to supply ro llin g  m ills fo r  the manu­
facture o f  fla t  products ( e .g . ,  sheet metal fo r  the automobile industry 
or shipbuilding) or  long products ( e .g . ,  rods for reinforced  concrete 
or ra ils  for transport f a c i l i t ie s ) .

The f ie ld  o f  investigation  could be widened. Other a c t iv it ie s  such 
as , for  e:cample :

NGL and LPG;

aluminium;

cement ;

phosphoric acid (the basis o f  phosphate f e r t i l iz e r s ) ;  

e le c t r ic ity  (high power and mini-hydroplants, d istribution  n et); 

зеа water desalination units; 

synthetic fib res ; 

sugar and grain mill3

could be studied by identify ing and estimating their  annual demand to the 
engineering industries.
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A quick analysis o f  the fiv e  products selected  reveals the importance o f  

systematic vork o f  th is type to evaluate the p o s s ib ilit ie s  for  co-operatiun 
between Islamic countries in manufacturing capital goods.

Table 1 gives a summary o f  the projects (number and to ta l annual 
capacities) subdivided as fo llow s:

Projects now under way, during the ia st  years (1978-1980);

Projects a fter  1980, i . e .  1981-1985;

Among the la t t e r ,  p ro jects  a fte r  1985- ^

Table 1. An attempt to evaluate industria l projects for  certain  
branches o f  Production in the -Isl»nric countries

Refinery for
atmospheric
d is t i l la t io n Ascsoüxâ Ethylene

Sponge
iron

Crude
ste e l

Projects ¡J -  = 12 N = 15 N = 1» N = 5 N = 6
1978-1980 71.6 MT/yr ^ U,200 TT/yr - 370 TT/yr U.l MT/yr 6.U5 MT/yr

Projects N = 15 N = 27 N * 17 H = 17 ÎI = 28
a fter 1980 80 MT/yr 7,200 TT/yr 7,200 TT/yr 15.7 MT/yr U8.1 MT/yr

Including d/n .a. — n.a. U = 10 N = 7 N = 12
projects
a fter 1985 3,570 TT/yr 6.7 MT/yr 25-6 MT/yr

a/  N = number.
b/  MT/yr = m illions o f  tons per year. 
cj TT/yr = thousands o f  tons per year, 
d / n.a. = not available.

In ligh t o f  th is , we 3houid emphasize the wide scope o f  the industrial 
process undertaken by the Islamic countries. For example, in the five  
branches o f  production under consideration:

2 / The particu lars o f  any project are o f  necessity ten tative ; time 
alone w ill permit a correct evaluation. This fact should be taken into 
account when considering the figures given in table 1.
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U2 major projects vere implemented since 1978;

Another 10h operations w ill be undertaken a iter  1981.

Considering that these projects w ill require:

Upstream infrastructure, such as:

Pumping, compression and storage stations for  crude petroleum;

Production o f  e le c tr ic  power for the fiv e  manufacturing processes;

Production o f  process water, p a rtia lly  from desalinated sea 
water, p artia lly  from pumping sta tion s, e t c . ;

Downstream processing fa c to r ie s , such as:

Factories for  manufacturing p la s tic s ;

Hot and co ld  ro llin g  m ills fo r  crude, s te e l; e t c . ,

an evaluation o f  th e ir  impact on cap ita l goods requirements must cover a 
re la tive ly  wine f ie ld  in order to make i t  possib le  to estimate the to ta l 
cost o f  the operations. Such a study would require the co-operation o f  a ll  
countries. Table 2 , which was prepared by the General Secretariat o f  OAPEC 
in 1977 on the basis o f  some manufactures in certain  Islamic cou n tries , 
shows what might be done.

In the absence o f  such a conspectus, at the present date, i t  i s ,  
nevertheless, possible to make some rough estimates by way o f  a f ir s t  
approximation.

Table 3 gives an attempt to evaluate the cost o f  projects a fter  1985, 
i . e .  $65,700 m illion  (1978 constant p r ice s ) .

I f  we consider that capital goods represent 50 per cent o f  the cost 
o f  a project and that transfers o f  technology account for 15 per cent o f  
that cost , the five  branches o f  production represent:

$3^.2 b i l l io n  worth o f  cap ita l goods;

$10 b i l l io n  for the purchase o f  technology.

A systematic 3tudy o f  the 'Qu'lie industries as a whole would show that 
these two estimates should be m ultiplied by a factor  ranging between 2 and 3 
in order to obtain a preliminary measurement o f  the e ffe c ts  o f  the processing 
industries on the demand for capital goods in the Islamic countries.
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Even now i t  is  certain  that these basic industries, which the Islamic 
countries have already decided or begun to develop, o f fe r  an opportunity to 
put together a powerful and d iv ers ified  cap ita l goods industry.

However, in sp ite  o f  the magnitude o f  the demand to be met, i t  is  not 
certain today that the Islamic countries can re ly  on these industries fo r  
the purpose o f  establish ing a cap ita l goods industry. The example o ! many 
countries o f  the th ird  world and the ideas put forward in the Andes Pact in 
support o f  the establishment o f  a regional cap ita l goods industry reveal 
the follow ing factors which could lim it a p r io r i any possible participation  
by the industries o f  the Islamic countries in  supplying the cap ita l goods 
needed for  the projects mentioned above:

The tendency o f  investors and administration to contract fo r  
engineering and equipment abroad; tne existence o f  le g is la tio n  
permitting national basic industries to  import equipment on 
esp ecia lly  favourable terms;

The in a b ility , in several cases, o f  lo ca l or regional industries 
to submit complete tenders* in su ffic ien t information available 
to lo ca l enterprises concerning international invitations to 
submit tenders in other developing countries;

The restr iction s  imposed by sources o f  financing ( e .g . , t ie d  loans);

The requirements imposed by se llers  o f  licences that they be allowed 
to designate the enterprises which are to supply particu lar items o f  
equipment;

The lack or inadequacy o f  the financial resources made available 
to lo ca l or regional enterprises for submitting proposals which 
can compete with those o f  foreign enterprises;

The use o f  production, trade and safety standards which are d ifferen t 
and not co-ordinated among the Islamic countries. On the one hand, 
this makes these countries dependent upon th eir  usual suppliers and, 
on the other hand, lim its the p o s s ib ilit ie s  o f  trade and production­
sharing among them.

A ll these factors tend to inh ib it the growth o f  a capital goods industry. 
As such, they should be taken into consideration in any forecast o f  possi­
b i l i t ie s  for co-operation between Islamic countries.



Tablo 2. Eatlmatoa o f present and future mvastmanta In petroleum processing aotlviileB
(in  million US dollars)

Country Refining Petroohemloala Parti?. Izers

Liquified 
natural gas 

(LUO)

Liquified 
petroleum 

and gas(LPG) Total
Present Future Present Future Present Future Present Future 1976 1935

Algeria H 940 553 1,000 50 330 240 17,000 927 ¿0.070
Libya 122 560 - 1,533 m I65 120 - 242 2,238
Ecypt 144 60 • * 626 40 530 - 300 184 1,916
Syria 55 240 - - 9 165 - - 64 405

Iraq 155 100 30 1,100 12 685 - 197 1,965
Kuwait 322 - - 750 01 10 4Q0 1,000 803 1,760
Bahrain 175 54 vm 90m - - - - 175 .54
Qatar 6 100 - 540 55 256 43 360 104 1,256
United Arab 

Emirates 37 300 - 900 mm 300 600 1,300 637 2, ECO

Saudi Arabia 493 1,600 * 3,225 30 330 250 31,000 773 16,155

Total 1,593 4,034 503 10,474 277 3,171 1,653 30,960 4,106 48, <539

Source? "Regional Co-operation in  Downstream Investments: Tho Casa of QAPEC'V All A* Attiga, Seoretary Genera) o f •
QAPEC, October 197?• taken from Potrolo ot gaz arabes. 16 January 1978*
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Table 3. An attemot to evaluate the to ta l cost o f

the oro.iects l is te d  in table 2

Financial parameter 
(including u t i l i t ie s  and Capacities Total cost

Manufacture downstream u n its ) a fter 1981 (m illion  US d o lla rs )

D is t illa t io n  
o f  crude 
petroleum UT$UO m illion  fo r  1 MT/yr 30 MT/yr 3,200

Ammonia US$120 m illion  fo r  330 TT/yr 7,200 TT/yr 2,6ü0

Ethylene US$800 m illion  fo r  1*00 TT/yr 7,200 TT/yr <é O O

Crude stee l US$100 m illion  fo r  0.1 MT/yr 1*8.1 MT/yr 1*8,100

Total 68,300

i
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Chapter II

NEEDED: AN EXCHANGE OF EXPERIENCE AND INFORMATION BETWEEN
ISLAMIC COUNTRIES ON THE PRODUCTION OF CAPITAL GOODS

Since 1963 "the e ffo rts  o f  several countries have brought them face 
to  face uith the numerous problems raised by the development o f  th is  
industry with regard to heavy equipment.

Up to  that time only four countries -  Egypt, Turkey, Iran and 
Pakistan- had begun to  manufacture light equipment: d istribu tion  
transformers, e le c tr ic  motors, low-power d iesel engines, e tc .

The new phase (1968-1978) has added to Pakistani, Egyptian, Turkish 
w d  Iranian experience and has witnessed the beginning o f  Algerian, 
Malaysian, Indonesian, Tunisian and Iraqi experiments in  th is  f i e ld .

Today it  is  d i ff ic u lt  to measure the productive and technological 
capacities o f  the ¿mic countries as a whole, fo r  the follow ing reasons:

— F irstly , cany projects are s t i l l  in progress;
— Secondly, it  is  not certain that the units which have been set 

up are able to supply the high-performance equipment fo r  which 
they were planned.

A preliminary attempt to summarise the available information shows 
the lim itations o f  the e ffo rts  made by the Islamic countries to  date:

(1.) The machine-tool industry has not reached the leve l o f  the
Indian achievement, in  spite o f  the e ffo rts  o- a few countries 
like  Iran, Pakistan, Turkey or Algeria.

(2) The production o f  heavy b o iler  equipment is  only possible in 
Iran, while Egypt (El Easr Boiler and Pressure Vessels, Gisa) 
and Pakistan can supply light units.

(3) The production o f  industrial equipment in general (ISIC 3829) 
has begun in Algeria, Egypt (e .g . r o l l in g -o i l i  cy linders),
Iran; Pakistan and Turkey can provide equipments for  sugar- 
m ills or cement plants.

(4) The manufacture o f  heavy power e lectr ica l equipment (motors, 
generators, transformers and switch gears) is  lin ite d  to 
Pakistan, Turkey and Iran.



(5 ) Fery fev modem wut*ul arid regulating equipments are being 
produced in  the Islamic countries today (Turkey).

(6) There is  s t i l l  very l i t t l e  engineering capacity in the capital 
goods industry (Egypt, Iran, Pakistan and recently  A lgeria ).

Certain projects should change th is situation, although they w ill 
s t i l l  not enable the Islamic countries to meet thair capita l goods 
requirements by 1990.

For example, we might mention the following:
— The machine-tool manufacturing projects in Indonesia (PIUDAI) 

centre for  the manufacture o f  m ilitary equipment);
— The extension o f  e le ctr ica l cable production (Syria, Cameroon,

Turkey);
— The projected centre fo r  the production o f  heavy equipment 

(CEHEL) in Algeria;
— The recent project development o f  equipment manufacturers fo r  

phosphoric acid plants in Morocco;
— The expansion o f  capital goods units in Iran;
— The creation o f  new engineering H-D capacities, with the ШШХ) 

assistance in Iraq and in Indonesia.
This attempts to describe the present and projected state o f  the 

capital goods industry is  necessarily incomplete and therefore open to 
criticism :

— In fa c t , and without linkage with the development o f  the process
industries, a l l  the other Islamic countries developed since some 

year8 an "infant" engineering industry based
— on light equipment (Tunisia, Morocco, Cameroon, Uganda,

Malaysia)
— and on maintenance and production o f  durable goods.

— Somr Islamic countries are up-skilling their manpower in a 
sp ec ific  exported oriented industry such, as the "e lectron ics  
industry" in Malaysia, however th i3 industry-is.not d ire ct ly  
related to his capital goods needs and production.

It is  not these shortcomings, however, which make it  necessary to 
organize the exchange o f  information between Islamic countries; i f  those 
countries wish to reduce their dependence in the matter o f  engineering 
and capital goods, they must inventory their cap a citics /p oten tia lities  
with a view to pinpointing certain kinds o f  action to be decided upon in

1

common
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#** Ou£Ub to raise any
lo g is t ica l d i f f ic u lt ie s :

1. The Islamic countries have crested, two institutions enabled, to 
carry out such an inquiry about what exists and. what is  plami>d| 
for  example, as 1 January 1932:
«  the SESBTCIC, "The S ta tistica l Economic and Social Research 

and. Training Centre fo r  Islamic Countries"
»  and. the IDB, "The Islamic Development Bank".
In respect te th eir  knowledge about the Islamic engineering 
industry,
— The Arab Union o f  Engineering Industry (Bagdad)
— The Maghreb Centre fo r  Industrial Studies (Tangier) and
»  The Hational Design and Industrial Services Co.. (Pakistan) 

would m ilita te  th is  inquiry i f  they would be associated to  
2 . Either the SES5TCIC or  the IDS may ask the UDIDO assistance fo r  

the preparation o f  the inquiry and the analysis o f  the answers, 
t aking into account that UZtlDO is  already co-operating with 
Latin American countries in  a c t iv it ie s  related to  the development

■3/ •
o f  th eir  capital goods industry.

However, the exchange o f  information between Islamic countries 
should not be lim ited to th is  type o f  information.

Kany conferences held by ŒHDO, especia lly  the International Forum 
on Appropriate Technology (Few Delhi, 20-25 Bbvember 1978) and the High 
Level Meeting on the REviev o f  Technical Co-operation among Developing 
Countries (Geneva, 26 Kay-2 June 1980) have mads it  clear that the 
countries o f  the Third World w ill have to exchange their experiences 
o f  basic industries i f  they are to p ro fit  from the apprenticeship by 
each o f  them in  order to create and develop th is  kind o f  industry.

For example, the importance o f  such exchanges has been emphasized 
in connexion with the following:

With regard to production:
e .g . management and maintenance o f  the machinery pool; 
non-destructive testing;

2/ UNDP-UNID0-2CLA Project (1978)
UKIDO-SELA Agreement (1980)

» In Annex to th is  document, a f ir s t  pre-formulation o f  a 
questionnaire is  proposed.
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With regard to transfers o f  technology!
e .g . advantages and disadvantages o f  joint ventures fo r
capital goods;

Kith regard to  planning the production o f  capital goods: 
e .g . advisabilit y  o f  beginning by importing equipment in  the 
form o f  components fo r  subsequent assembly;

Kith regard to the training o f  technicians, the establishment 
o f  technical research centres, e tc .

Therefore, before the sp ec ific  ro le  o f  co-operation between Islamic 
countries is  even tackled, the problem o f  exchanging information and 
experience ca lls  fo r  the establishment o f  an interconnecting network 
between the d ifferent Islamic organizations concerned with the 
development o f  capital goods: fa ctories , research centres, tra in ing 
centres, e tc .

The operation o f  such a network would reveal certain common 
questions which have to be set up and certain similar problems, the 
answers to which could be sough* is  collaboration between the main 
States concerned.

This collaboration would not replace the indispensable co-operation, 
between Islamic countries; i t  would only add to the available resources 
sad reference material with which to plan the creation and expansion o f  
th eir  capital goods industries.



SEEDED: CO-OPSEATIOH 32TWEE5 ISLAMIC CCUHTRI2S
13 TEE CAPITAL GOODS INDUSTRY

Dp to the present day, international industr ia l co-operation has 
been necessary whenever a number o f  countries havt lacked the capacity 
to develop on a national basis:

The design,
Production and 
Ibxketing

o f  particular kinds o f  industrial equipment or processes.
The CIS! countries and the Destem industrialized countries have 

already demonstrated the effectiveness o f  such measures..
Li as moch as a gap exists between the Islamic countries* capital 

goods requirements and th eir  present production p oten tia lities , we now 
propose to consider whether there is  room for  co-operation among 
Islamic countries in:

Tha design 
The production 
Or the marketing

o f  capital goods to be manufactured in those countries in  the future.

3.1  CO-OPETATIO? IZT T5S DZSIC3 OF CAPITAL GOODS
Since 1$60 the developing countries have discovered that the 

development o f  their capital goods industry depends on their mastery o f  
industrial engineering (see the reports o f  the Economic Commission for 
Latin America on the capital goods industries in  Erazil and Argentina, 
1960-1961).

Once engineering techniques have heen mastered, it  becomes possible 
to  deal simultaneously with many other problems which ore o f  decisive
importance in designing capital goods, such as:

The choice o f  standardised industrial processes for  
manufacturing a given product;*
The choice o f  standards (e .g . materials) fo r  the manufacture 
o f  equipment and for  its  use;
E .g.: ?or high capacity transformers, the choice o f  a very

narrow limit o f  load loss ca lls  for the use o f  
materials which are not produced in developing countries,

* Tor example, Morocco is standardising the 12 new phosphoric acid plant 
to be built since the next ten years.



whereas the choice o f  a wider tolerance brings down 
the cost o f  equipment by more than the increase in  
operating costs and. allows the use o f  materials which 
are manufactured in  the developing countries*

Lastly, apprenticeship in the design o f  industrial equipment*

Li aa much as the international standardisation oriented by the 
Western industrialized countries tends to become more and more exacting 
( e f .  the types o f  steel required in  the future fo r  pressure vessels  or 
e le c tr ica l equipment according to the Common Market report cn Steel 
Objectives, 1980-1935), the development o f  engineering techniques suited 
to  lo c a l conditions and to  the absorptive capacity o f  the Islamic countries* 
production system is  becoming a v ita l necessity which very few countries 
in  the world can meet un ilaterally .

The development o f  iirtra-Islamic co-operation in  th is  f ie ld  would 
be aa additional guarantee fo r  the marketing and therefore the production 
o f  industrial equipment in these countries* The situation has not changed 
since i 960:

"Actually, the foreign engineers tend to  sp ecify  the quality  
o f  raw materials and the design o f  the basic equipment so that 
i t  (the equipment) could be supplied by the highly developed 
industries o f  their countries" •
(ECU, 1961)

"The firms, or their engineers or their subsidiaries fo r  
industrial design, began to o ffe r  th eir  services in writing 
the clauses o f  invitations to tender in -such a way that they 
themselves then proved to be the best qualified  to  consider 
them. Thus the order is  awarded before tenders are invited; 
firms which were unaware o f  these- practices have leai-wed th is  
to their cost ."
(Business International, 1976)

Bjwever, the concerted development o f  engineering and industrial 
design a c t iv it ie s  goes through the following phases:

Technological thinking and planning for  the technological 
development o f  the Islamic countries with a view to :

Defining p rior ities  and strategic requirements;



Taking into account the sp ec ific  features o f  th eir  
economy (e .g . who is  to plan the technological 
development o f  methanol and the desalination o f  
seawater?};

Consultation fo r  the development o f  the processing industries, 
which w ill  he the sain users o f  equipment in  the future, and 
o f  the capital goods industries.

This la st point should he emphasized: the present experience o f
the developing countries c learly  shows that certain technical variables 
(industrial specifica tions) can determine the degree to  which the 
industries o f  the Third World take up invitations to tender. A choice 
o f  specifications that makes due allowance fo r  the p oten tia lities  o f  
the Xslasic countries* industries then becomes a necessity in order to 
consolidate th eir  production o f  capital goods.

Lastly, the development o f  co-operation in  the design o f  industrial 
equipment would open the way to innovations in transfers o f  technology . 
The Islamic countries have various opportunities, such as

The Association o f  South-East Asian nations (ASZA3);
The Euro-Arab dialogue;
The Convention o f  lomS 

fo r  studying technological jo in t ventures.
Such join t ventures would:
(1) Strengthen the capacities ¿ f  technological centres in the 

Islamic countries and accelerate their apprenticeship in 
p r io r ity  f ie ld s ;

(2) Prevent the Islamic countries from becoming merely testin g  
ground fo r  the capital goods industries o f  the industrialized 
countries.



V f t f ' . i l A V  W w v Im

Bus present objective conditions fo r  the development o f  capital 
goods dictate the principle o f co-operation in  their production:

— First (see chapter I I ) ,  the Islamic countries have not hitherto 
planned to  produce a l l  the equipment needed for  their projects in 
“basic industries, and as a result su ffer from major de fic ien cies ;

— Secondly, the economy o f each o f  the Islamic countries w ill not 
achieve, by the end o f  this century, the capacity:

To cover the entire production.of capital goods;

To keep up with the development o f  manufacturing techniques and 
o f  more advanced technology. Taking into account these elements, 
the complementarity among future projects or/and Joint ventures 
appears as a possible solution;

— Blindly, some Islamic countries can already provide some basic
engineering equipment ( cement plant, sugar m ill, grain m ill, -----
to  least Islamic developing countries in a new approach o f  the 
co-operation among developing countries: The ”So H ilarity" 
co-operation scheme,

3#2 CO-OPT^ATTCT irr  THE Kg-QjXJCTTO'I OP

already applied fo r Afghanistan (1979)
Bangladesh (1980)

and decided fo r Sudan (1931)
Upper Volta (1981)

and K&uritania. (1981)

The investigation o f  possible fie ld s  o f  complementarity entails 
carrying out the work described in chapeters I and I I , namely:

(1 ) Identifying projects in basic industries and evaluating their 
needs fo r  equipment;

(2 ) Identi fy ing and evaluating productive and technological 
capacities/p oten tia lities  in  the capital goods f ie ld  in the 
Islamic countries

( 3) Ecchange between Islamic countries concerning their experience 
in this industry.

This being so, notwithstanding the lim itations o f  the information 
gathered for this report, it  i 3 possible to draw up an indicative l i s t
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o f  branches o f  production on which consultation meetings among Islamic 
countries could be soon decided:

(a ) Machine too ls  and tooling fo r  machine too ls , in  particular:

Apprenticeship in numerically controlled machine to o ls ;

(b ) Forges and foundries fo r  major components (valves and pumps fo r  
o i l  and petrochemicals, fo r  example) in particular:

The design and production o f dies;

( c )  Turbines fo r  e le c tr ic  power generation, in  particular:

Kobile gas turbines ( 10-30 IiW);

(d ) High-capacity e le c tr ica l equipment and correlat ive ly t

Insulators;
Magnetic metal sheet;

(e )  Measuring instruments, and more generally control and 
regulating equipment, in particular:

Software fo r  micro-processers. applied to the o i l  and
chemical industries*

The special feature o f  these branches o f  production is  a low 
probability o f  development on a national basis until 1990-''*995» Only 
co-operation between the Islamic countries w ill enable them to  m obilize:

The financial resources,
The sk illed  personnel
And the technical research potential

needed.for the absorption, adaptation, criticism  and supersession o f 
foreign technologies*

From this point o f  view, these branches o f production constitute 
strategic factors fo r  these countries in the following respects:

They are o f decisive importance fo r  the mastery o f  their
accumulation o f capita l;

They are yardsticks o f any e ffort at long-term co-operation.

In para lle l, taking into account the different stages o f maturity 
reached by the engineering industry among Islamic countries, there is  room



to  develop m ultilateral and 'bilateral consultations in view

-  to  allow each country to  participate to the necessary expansion 
o f  th is industry and its  apprenticeship, and

-  to  achieve their mutual se lf-re lian ce  fo r  their basic  needs.

Taking into account these ob jectives, consultation meetings among 
Islamic countries fo r  complementarity, joint-venture, technological 
co-operation could be soon decided about

The development o f  p ilo t  combined foundry and mechanical
it/

workshop —

The design and the production o f  decentralized enorgy related 
eqttipment, in particular

-  idndpuaps

— solar energy equipments

— biosmass treatment equipment

-  mini-hydro equipments ^

Is  one o f  the possible means to develop co-operation to  extend the 
production o f  capital goods would be the creation o f  joint-venture enterprises,

o^the concrete step o f  th is intentions, proposed by the* S2SSTCIC in his 
review "Co-operation* (July 1?80, Vol I ,  No. 4 ) » «  would be the signing, 
ratify ing and implementing the General Agreement for  Economic, Technical 

Commercial Co-operation among licmber States o f the Is lamic Conference, 
together with the Agreement on Protecion and Guarantee o f  Investments in 
hember 3tates o f the Islamic Conference following its  fin a lisâ t ion b .

'±f Such p ilo t plants ai e being/have been already established with UNIDO 
assistance in Yemen FDR, Sudan and Somalia. Such project may be also relevant 
fo r  different Islamic countries in Western Africa.

2./ These consultations may receive the support, in particular, o f  the Follow­
up Committee on Industrialization in A frica, and o f  the next "so lid a rity  
meetings".



However, the effectiveness o f  co-operation agreements fo r  the 
production o f particular kinds o f capital goods depends on the measures 
taken fo r  marketing these goods and on the implementation o f  those 
measures.

3.3 CO-OPERATION ST THE SALS OF CAPITAL COOPS

Sven now, without waiting fe e  co-operation agreements on long-term 
production, there are certain join t measures which would encourgage the 
development o f  capital goods industries within a co-operative approach.

Biese measures would cover the following three f ie ld s :

T h riff harriers,
Purchases hy the public sector,
Loans fo r  the export o f  capital goods.

T ariff harriers between Islamic countries

These should he systematically removed fo r  trade in cap ita l goods, 
spare parts, or materials used for  their manufacture (e .g . e le c tro ly tic  
copper) among Islamic countries.

Purchases hy the public sector

Eighty per cent o f  the. capital o f  the Islamic countries* basic 
industries is  public; this ought to fa c ilita te  the promotion o f  capital 
goods production:

Through the planning o f orders over a period o f  several years;

Through ad hoc co-ordination o f the selection  o f  procedures and 
engineering techniques according to the capacities o f  the Islamic 
countries* industries to absorb capital goods.

The participation o f foreign capital is  not a p r io r i an obstacle to 
such measures; in any case the past experience o f other developing view 
to negociate and to select their foreign partner- — Loans fo r  export o f

§J In th is respect Mexico, India and Brazil may o ffe r  a number o f  success and 
fa ilures in their relationship with multinational firms; about fa ilu res , i f ;

"Impact on developing countries of restrictive business practices of trans­
national corporations in the electrical equipment industry: A case study of
Bracil" (UNCTAD/ST/MD/9)- '



capital goods among Is Ironic countries. In as much as certain Islamic 
countries, in the ligh t o f  their experience, do not give their preference 
to  turn-key contracts fo r  the purchase o f  their new plants, soon 1982/83 
some Islamic countries should participate to some tenders and supply few 
equipment

into account

— the im possibility fo r  some countries to provide 
suppli er-cre dit 3 ( e f .  Turkey)

— or the absence o f  financial exports procedures,

the US appears as the' principal instrument to  allow such exports^ wivh i t s  
foreign trade financing f a c i l i t i e s ^ .  The development o f  a sp e c ific  

department within the US is  now a need, in view.

— to  pre-qualify Islamic enterprises fo r  tenders;

— to  assess some Islamic countries to  evaluate o ffe rs ;

— to  compensate price d ifferen tia ls  between o ffe r  from the 
infant engineering industry o f  Islamic countries and from 
high-advanced industrialized countries;

— to  develop new financial schemes adapted to the actual 
situation  among Islamic countries.

Nevertheless, such measures would not be enough. There are s t i l l  major 
obstacles to  be considered and removed through industrial co-operation.
These are concerned mainly with:

Compatibility bet*.teen national industrial standards;

Equipment guarantees.

Industrial standards have hitherto been la id  down by the industrialized 
countries to keep pace with the mastery o f tehcnology by their productive 
structures.

There is  one in it ia l  problem: what leve2 o f  complexity can the
developing countries accept in the present state o f  their obsorptive 
capacities?



By join"*- e ifo r ts ,  i t  should be possib le  to set 7 /

Kanufacturing standards,
StancUxds o f application,
Standards o f monitoring and,
Lastly., safety standards

Equipment guarantees present other kinds o f obstacles in the way 
o f  co-operation between Islamic countries:

F irstly , there are no labels in these countries to guarantee 
the quality o f  the quipaent manufactured;

Secondly, purchases o f  plant by Islamic countries aze until now 
insured and reinsured by the large international companies wich are 
specialized in this kind of transaction.

The result is  that the Islamic countries may be d e fin ite ly  dependent on 
foreigh -  (most often Western) -  mechanisms • and guarantees. In order to 
reduce that dependence and to promote the development o f  their capital goods 
industry, the following special measures should be considered:

1. They should create a quality label to  be awarded by a tr ip a rtite  
board composed o f  equipment producers, users and leading figures 
from the world o f  research and technology; a l l  pre-qualified 
enterprises should necessarily receive this label fo r  one product 
at least;

2. The Islamic Conference Secretariat and the HB should begin 
consultation meetings with Arab insurance groups such as

— "AWRIS" (Arab ihr Risks Insurance Syndicate) and

Jj The e lectrica l industry might serve as a test fo r  co-operation in this fic.1 
in. view o f the problems o f co-ordination/co-operation raised, fo r  example, by:

The choice o f  voltages;
The choice o f  tolerances for load losses;
The choice o f insulators and, more generally, materials.
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»  NABXC” (Arab Reinsurance and Insurance Croup), 
in  order to  study possible " insurance" and "reinsurance"
■chimes and procedures to  be developed to  fa c i lita te  autonomous 
decision from Islamic countries to  import and use certains 
Islamic equipment (mostly complete plant such, as sugar m ill, 
grain m ill, cement plant, mini-hydro systems).

She implementation o f  these measures would remove the la st material 
obstacles to the concerted development o f  the capital good3 industry in 
the Islamic countries.
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Annex i

Evaluation o f'th e  actual and projected capacities and a b ilit ie s  
o f  the heavy engineering industry in Islaaie countries.

The following structure o f  the capital goods industry is  
proposed:

z  machine tools

x capital goods fo r  intermediate industries, such as
• forgery and foundry products

• pressure vessels

• hollers
• turbines

• heavy e lectrica l equipment

x capital goods fo r  the consommer goods industry such as

• tex tile  equipment

• plastics transformation mac îinery

•

x capital goods common to a l l  a ctiv it ie s , such as

• electronic equipment

• maintenance fa c i l it ie s

• furnaces

c valves, pumps, compressors

• engine motors

. light e lectrica l equipment

An inquiry into the actual and projected capacities and a b ilit ie s  in each 
Islamic country, by means o f a questionnaire, such as the following:
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Annex I (conc'd)

Type o f  Capital Coods Product Country
I

existing
projected

Ident i f  icat ion

Kaos o f  the company Otmership

Somber o f  employed 

Somber o f  engineers 

location

Tear o f  construction

Tear o f  inception o f production

Characteristics o f  production 

• Annual physical output

•maximum size  o f  the product

• complexity

• main equipment and physical capacity

• orig in  Of the technology
-  efx'ect on trade p o ss ib ilit ie s

• standards applied

• testing and design fa c i l i t ie s

• research and development programme

Kain users o f the product a
Domestic users

Foreign users



-  29 - 1



A ctiv ity : Project: Country:

Ident ifica tion

Ownership:

Location

Tear o f  construction

Size/capacity/power

State o f  the project as o f  l / l /8 2

State o f  the tenders fo r  

Engineering 

Technology 

' Equipment

C ivil engineering works

Part reserved to  donest i c  suppliers: 

Engineering

Technology

Equipment

C iv il engineering works

Belationship 
betweenf domestic 
suppliers and foreign 
suppliers

Financial procedures for Engineering,Technology, Equipment. C iv il engineering 
1 works

National funds 

Supplier-credits 

Commercial loans 

JLrab/lslanic sources 

Horld Bank/lFC/lDA 

Other international agencies






