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PRACTICAL STEPS AND POSSIBLE CONSEQUENCES OF
ESTABLISHING AN ISLAMIC COMMON MARKET

SESRTCIC

The formation of an Islamic Common Market (ICM) hasite often been
mentioned as the ultimate goal of the economic ewajpn activities of the
Organisation of the Islamic Conference (OIC). Sacfoal was found to be
implicit in all the resolutions adopted in this cmmtion by the Islamic
Summits and the Islamic Conferences of Foreign 8témns. Assuming that this
is an agreed goal and drawing on the actual expegief the OIC countries in
their effort to move towards this objective, thegppr investigates the practical
steps needed to overcome the political and econbarmgers for setting up an
ICM. It also investigates the possible implicatimfsan ICM, where there is
supposed to be a free flow of products and seryvizagstal, entrepreneurship,
labour and technology among the members, as well @smmon tariff wall
against non-members.

1. INTRODUCTION

Despite the apparent orientation of the world ecoypand markets
towards globalisation, it is obvious that this pres is dominated by
trends of regionalisation and big economic bloegotay’s world, while
multilateral trade liberalisation goes on withinethWTO framework,
regionalisation has also gained momentum as aspedsable form of
increasing trade amongst the countries, developeatweeloping. These
are not conflicting or mutually exclusive phenomeNa&edless to say,
this inclination towards groupings is dictated bg fierce competition
on the world scale, both economically and politicahlmost all of these
economic blocs are comprised of countries withteofosimilarities in
their socio-economic and political structures a$l @ cultural set-ups,
geographical proximity and apparent vested muntalests.

The success story of the EU and the enlargemerthefUnion
towards central and eastern European countriesctdtt the interest of
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third parties. First, it was a successful exampteathieving higher rates
of economic growth and higher shares in the waddd and production.
Secondly, the establishment of the Single Europdarket for goods,

services, capital and labour particularly causetss doubts about the
intentions of the EU members and worries aboutitmgact of these

developments on the world economy, in general, andhe individual

economies of the non-member countries, in particula

Immediate reaction came from the other giant ecoesmmamely the
United States (US) and Japan. Although the US weasgiqusly against
the idea of regionalisation, it has now become anbex of two huge
regional economic blocs, namely NAFTA and APEC. T opted for
a multiple membership with a view to securing asdesthese regional
markets in order to protect its economic and consrakinterests.

It is obvious then that in recent years, the dgwedbcountries in
particular have further intensified their regiosation efforts in parallel
to their involvement in multilateral trade negabas. In such a global
environment, the Eighth Session of the Islamic Sitn@uonference (1S),
held in Tehran, Islamic Republic of Iran, in Decemnii997 adopted a
resolution (No.33/8-E (IS)) on the Islamic Commoarkkt. Inter alia, it
urged “related bodies and institutions in the Gl@cerned regional and
national institutions, and public and private sesto Islamic Countries
to study the implications of establishing an Islaf@iommon Market
among Member States”.

Furthermore, in March 1998, the Twenty-fifth Sessiof the
Islamic Conference of Foreign Ministers (ICFM), dhéh Doha, State
of Qatar, in its Resolution N0.33/25-E requesteeldied bodies and
institutions of the OIC to prepare studies in theispective areas of
competence taking into consideration the Plan ofiokcwithin the
framework of COMCEC which would serve as Workingp&a to
facilitate the deliberations of the Expert Groupttivill be established
by the Secretary General as per Resolution of tlghtE Islamic
Summit to study the implications of establishinglalamic Common
Market as an ultimate objective”.

Again the Twenty-seventh Session of the Islamic f@@mce of
Foreign Ministers held in Kuala Lumpur, Malaysia, #7-30 June 2000
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reiterated the relevant resolution of the Twentifi CFM and

commended “Qatar for the offer it made to OIC memtmuntries to
host the meeting of experts on the establishmetiteofslamic Common
Market in Doha on 13-14 October 2000".

Lastly, the Seventeenth Meeting of the Follow-upr@attee of the
COMCEC, held in Istanbul, Turkey, on 9-10 May 20€dcommended
that follow-up measures in pursuance of ResoluB@r9-E(IS) of the
Ninth Islamic Summit, as well as the recommendatioh the Expert
Group Meeting on the Implications of Establishihg tslamic Common
Market, held in Doha, Qatar, on 13-14 October 200¥,undertaken
under the coordination of COMCEC.

An immediate question which comes to mind whentbirgks of the
Islamic Common Market (ICM), where there is suppbse be a free
flow of products and services, capital, entreprest@p, labour and
technology among the members, as well as a comarghwall against
third parties, is whether the Islamic countriesliduéor these criteria or
not. The Islamic countries are known to be a deey®up in terms of
their economic structures and levels of developmealitical systems,
ethnic backgrounds, as well as a diversified sociatural milieu,
although most of it draws on a common source, Islarhis
heterogeneity has often been taken as the majommamgt against the
feasibility of an ICM. However, we believe that hatgh this
heterogeneity creates many problems, it may alss smurce of strength
if it is positively thought of in terms of divergitand is carefully
capitalised upon.

Since the formation of an ICM has quite often bewmtioned as the
ultimate goal of the economic cooperation actisité the Organisation of
the Islamic Conference (OIC), we are going to agsumthis paper that
this is an agreed goal. Hence, the main focus eptper will be on the
practical steps and implications of establishingl@M. In other words,
the main investigation concerns the practical stejgsled to overcome the
political and economic barriers for setting up @Ml The paper will draw
on the actual experience of the OIC countries ®irtleffort to move
towards this objective. The first level of investign is, then, the study of
the socio-economic structures of the OIC countoedetermine the nature
of the factors that impede the creation of an 1@slwell as the objective
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economic factors for establishing it. This will stitute the second section
of the paper. The third section will be devoted ttee economic
cooperation activities among OIC member countresthe efforts made
so far, within this framework, to initiate an ICMis an investigation into
the manner in which these socio-economic and palitructures have
affected this process. In the fourth section, dyeep evaluates the possible
implications of an Islamic Common Market. It shquidwever, be noted
that even if objective factors that justify theaddishment of an ICM are
present, these will not constitute, by themseltles,necessary conditions
for establishing an ICM. There are certain prattteps that need to be
taken towards realising this end. This will congétthe subject of the fifth
section. The final section will summarise the firgi and present some
concluding remarks.

2. SOCIO-ECONOMIC STRUCTURES OF THE OIC MEMBER
COUNTRIES AND IMPEDIMENTS TO AN ICM

It would be useful at this juncture to start witmamber of very basic
points of agreement among the OIC membership atifdnathe Islamic
world in general which have, in fact, constitutdge tmotive behind
working towards enhanced economic cooperation witthe OIC
framework in the first place, and trying to caing tidea forward towards
some form of integration for more than a quartes century:

1. Their lands constitute a contiguous mass thatasis over four
continents from the Atlantic Ocean to the Pacifiq, area which has
historically been the hub of the political and emwiic life. All of North
Africa, the Sahara, substantial portions of the-Sahara region, all
Arab lands, the Fertile Crescent, Asia Minor, mors of West and
Central Asia, South Asia and Southeast Asia antk gHr Europe and
Latin America figure in this geography.

2. Their combined population, mostly quite youngseeds one billion.
Presently, this represents a huge market and anlaxger market in the
future for a very diverse set of goods, as the sidhlised North well
knows and fully recognises.

3. Their potentials as a group are immense in teoimthe natural,
mineral and human resources they are endowed Witky are the
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source of many key commodities that are essentialttfe World at
large, but especially for the developed North.

Despite all this, however, the OIC countries camino remain
among the developing countries as a group, whoonbt suffer from
quite serious economic problems which hamper theirerall
development nationally, but most of them are exgpaing difficulties in
operating as full partners on equal footing witthe rapidly changing
global economic system.

Notwithstanding the driving force of Islam andlising the common
denominator that brings the Islamic countries urtderumbrella of the
OIC, the Organisation is a diversified group inmerof the socio-
economic structures, economic and political systeand levels of
development and resource endowments of its membars. diversity
could be an important asset, but it can also berestmint. In what
follows, we are going to present these structunesfly and try to
evaluate the extent to which they affect the coalp@m process among
the OIC countries.

In terms of production structures, figures avagafdr 54 countries
(Table A.1 in the Annex) show that the servicest@mecetains the
highest share of GDP in 33 countries, while indutakes the lead in 12
countries and agriculture dominates in 9 countiidss picture should,
however, be taken with caution since the servicetoseis of an
embryonic nature in most of the countries. Almolsttiae countries
where industry is dominant are oil producing coiastr Hence, the
importance of the industrial activities is assaamiatvith oil extraction
and processing. In fact, with very few exceptiotee share of
manufacturing in the overall industrial productisrvery modest.

This diversity in production structures is alsdeefed in the level of
income and standards of living. Tables A.2 and iA.&he Annex show
the GDP and per capita GDP in the OIC countriegHerperiod 1996-
1999. The GDP levels (for 1998) ranged from $ 368 (Waldives) to $
198 bin (Turkey), while the per capita GDP rangexnf $ 144 (Sierra
Leone) to $ 20,673 (Qatar). It is obvious that diheup comprises both
very rich and very poor countries, with the reshdyin a spectrum
between the two.
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The differences in income levels are reflected e tresource
balances of various OIC countries. As would be de@n Table A.4 in
the Annex, the majority of the OIC countries haveegative resource
balance, indicating that domestic savings fall shadrthe level that
would satisfy investment needs. This explains, tgreat extent, the
heavy debt burden crippling most of the OIC cowstriThis situation
also has adverse implications for cooperation gies/ of the OIC.
Experience has shown that needs and interestseopdlor and rich
countries and the angle from which each looks apemtion do not
usually converge. The first group is looking foisiagance, while the
second seeks mainly secure and profitable outtetthir investments.
No doubt that each group has its own logic andoreailthough serious
attempts are being made to strike a trade-off betwihese differing
ways of looking at cooperation, this has alwaysmee of the obstacles
hindering more advanced levels of OIC cooperation.

The above-mentioned production structure indicetasthe majority
of the OIC countries are producers of primary pasiube they minerals
or agricultural products. Because of this structtineir foreign trade is
characterised, with a few exceptions, with the exjpb fuel and raw
materials and import of manufactured goods. Hetlze,foreign trade
partners of the OIC countries are mostly the dexedocountries. Table
A.5 in the Annex shows that intra-OIC trade remainsund 10.0% for
exports and 11.9% for imports. At the same timeoetspto developed
countries represent 55.7% and imports from then33. As for the
other developing countries, OIC countries’ expddsthem represent
34.3% of the total OIC exports, while imports fraime developing
countries represent 30.8% of the total OIC imports.

This low level of intra-OIC trade is a reflectiom warious factors.
Since the majority of OIC countries were formerotoés of the West,
their trade relations are very much dominated by lbgacy. On the
other hand, their production structures are morenpaiitive than
complementary. Hence, they cannot offer each attnest of the high
technology goods and various manufactured gooddeae€erhis does
not mean that intra-OIC trade cannot be increasgdn within the
existing constraints. Even with present producstmictures, trade can
be promoted if other factors pertaining to finahc@rangements,
procedures and promotional activities are tackledaibetter way. It
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suffices to mention here that the level of tradatiens between the OIC
countries would hardly facilitate the establishmehtan ICM, unless
serious efforts are made to rectify this situation.

Last, but not least, the OIC countries have a i of about 1.22
bin inhabitants (Table A.6 in the Annex), with theral population
dominating in 32 countries and the urban one inT2ds constitutes a
huge market of consumers. However, the structuréhisf population
raises complex problems in relation to the esthbient of integration
schemes. It is a known fact that poverty is ramparhe rural areas in
almost all of the developing countries, which imguthe OIC countries
as a substantial sub-group. For the latter, in,ttlie majority of the
populations are living in the rural areas. A studgnducted by
SESRTCIC on poverty (June 2001) showed that acegrdi the Human
Poverty Index (HPI), 38.4% of the people in 24 QIOCs (291 million
or 24% of the total OIC population) suffer from hampoverty. The HPI
is a composite index that brings together the diffe dimensions of
deprivation in three essential elements of humda: liongevity,
knowledge and decent living standards. If otherugsoof countries,
such as the middle-income countries, are includtedppears that an
average of 33.8%, or about 371 millions, of thalt@IC population
suffer from human poverty. Furthermore, in about GIC countries
more than 35% of the labour force is engaged iricaljure. This
percentage exceeds 50% in about 17 countries. Goesty, the
majority of the above 1.22 bln OIC member counitizens have very
low purchasing powers. Furthermore, the prioritdsthe countries
differ from one another as a function of the intgnof poverty
experienced in each of them. Thus, these diffesenice national
priorities are sure to make it difficult for the ©kountries to agree on
certain common denominators in policy formulatiomile trying to
initiate and promote economic integration amonigsirt.

In fact, all the above differences in structureecf attempts of
integration in a very crucial manner. As is knowand this is an obvious
lesson from the European integration, there areaioerconvergence
criteria, such as inflation, interest rates andiheget deficit, that need to
be satisfied before an advanced form of integrattuich as a common
market or an economic union, could be realised. aliwve heterogeneous
structures are a clear indication of the differemcg@erformance of the
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various economies. With such a disparity, it wdoddextremely difficult,
if not impossible, to achieve the required convecge criteria.
Furthermore, such diverse socio-political strucurenply certain
differences, even contradictions, in terms of jities and the decision-
making processes in the individual countries. Thiegee far-reaching
implications than what is usually contemplated andatered for.

Furthermore, the member countries were cognisanheffact that
there were also national, communal and internati¢iratations and
constraints for the realisation of such an advanoede of economic
integration. By definition, a common market is deme of economic
integration where the members agree to abolishhalltariffs on each
other's exports, follow a common tariff policy tawsa their imports
from the rest of the world, and allow a free flolwwcommaodities as well
as productive factors (capital, labour, entreprestap and technology)
amongst one another. Yet, even those OIC membgrssteho were
party to various formal integration schemes oveeraed periods of
time could not manage to take such substantives stepgthe road to more
advanced forms of economic integration like commorarkets.
Furthermore, the geographical diversity, lack cdnsportation and
communication facilities, and scarcity of readilyadable current
information about one another are also signifigemgediments to such
integration. Then the questions arise of how faintwes can engage
willingly in a process that will oblige them to irjuish some sovereign
rights in the name of a regional solidarity whoséurfe effects they
cannot discern with any certainty but whose comggathey must
certainly feel in their day-to-day experience.

But on the other hand, the global economic andtipalichanges
have prompted many developing countries to undeytdlemselves, a
fundamental examination of their place, individyalhd collectively, in
the emerging configuration of international poklficand economic
power structure. They have also heightened theevahility of those
economies, particularly in the developing worldatthre open enough to
come under considerable influence from abroad tmuhat large enough
for their own policies to make a significant impactthe others.

One other technical issue relates to the multiesatihature of the
process of integration and the need for an ovdrathework in this
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regard. In fact, it would be useful, at this poitat,refer to a very basic
and fundamental problem with the way the OIC didibess until today.
Economic cooperation activities of the OIC were nigeiproposed,
developed and carried out in a basicalty hocmanner and in relative
“sectoral vacuums”. Thus, each individual issuagenda item followed
its own course in isolation and at its own pacdpag as it commanded
the interest of enough member countries to keem ithe agenda. The
issue of greater integration and the eventual skabent of the ICM
was one item which definitely suffered from thisabnnected approach
taken by the OIC while formulating its economic iagie.

Another technical difficulty is that the traditidnategration schemes
as set out in the textbooks have also been undgygoibstantive changes
as a result of the global economic transformatidirere is substantial
evidence that the multinational and trans-nati@meahpanies of immense
financial and economic power have become the neagturs of effective
regionalisation and globalisation at the level mdiividual commodities
produced and traded. One can cite many examplésigg corporations
with production, service and trading componentpelised over several
countries, as well as of conglomerates made upmpeanies operating in
a number of different countries and in more sectben one. This
basically means that even if the governments of riatbon states find it
difficult or even impossible to agree on schemes till help integrate
their economies, parts of the economic activitireshiose two countries
might have already been integrated into one gigacbmpany or
conglomerate wholly or partly situated in eitheeaf those countries or
even in a third one. Thus, discussing the feasilili integration among
countries in the classical sense might have evearorbe academic.
Nevertheless, a further elaboration of this paldicusubject would
transcend the limits of the present paper.

If one were to sum up, the OIC countries seem t@ leeen caught
in an impasse. Given the ever-expanding yet utiedfineeds in contrast
to the existence of under-utilised endowments aotemials, the
member countries are convinced of the advisabibfy enhanced
cooperation amongst themselves. Thus, they develegs, set down
objectives for joint action and even write downtagr implementation
modalities, yet they are reticent about designpersic policy measures
to make such joint action a reality.
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In the light of the above background, we shall tmow to the
economic cooperation activities among OIC countries

3. ECONOMIC COOPERATION ACTIVITIES AMONG OIC
MEMBER COUNTRIES

As a consequence of the state of affairs discussethe previous
section, it would appear quite rational and evetunah for the OIC
countries to engage in serious cooperation anddowetion aiming at
more advanced forms of community-wide economicgragon. This is
why although the OIC had initially started out gsoditical forum, it was
realised very early on that effective joint poltiaction had to be based
upon and complemented by wide-ranging joint ecowraastion. In fact,
the Charter of the Organisation of the Islamic @oerfice, approved in
February 1972, reiterated the necessity of coojperdbr community-
wide economic progress and the need to help thieiduwil member
states develop their productive capacities at aelaated pace. In this
way, the ground was set for the OIC to start aosericonsideration of
the economic and social issues facing the OIC mectdetries in order
to discover possible areas of cooperation that evéming them closer
and strengthen them, not only in the pursuit ofirtleiginal and
immediate political objectives but also in pavirge tway for ultimate
economic integration.

In this setting, certain initiatives were taken @ssively by the OIC
to add the major economic issues of the day vely ea to the agenda
of the annual Islamic Conferences of Foreign Marst(ICFM) and to
start community-wide economic and technical codp@maactivities.
Thus, in a sense, the OIC was among the initiaitbthe idea of South-
South cooperation in the economic area. In faet,glbbalisation of this
idea came years later, when cooperation amongstdtheloping
countries themselves was found to be both morébleathan before and
quite likely to strengthen the position of the datvis-a-vis the world
economic powers at the global front.

During the Second Islamic Summit Conference, th€ Bkads of
State, in the Lahore Declaration of February 197Téde clear and
detailed references to world economic developmetitg, current
economic issues facing the developing and membentdes and the
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consequent need for joint economic action withia @IC. This was a
clear signal for the OIC to initiate appropriatdi@et with a view to
consolidating, promoting and establishing econonuooperation
activities amongst the member countries in a radtishort time. Thus,
in quick succession, new resolutions followed onetlaer in the annual
Foreign Ministers Conferences to cover a diverse aseeconomic
cooperation subjects.

Towards the end of the 1970s, i.e. the conclusfatmed Second UN
Development Decade, it was proposed that the Ol@lee countries
consider acting in concert during the preparatidos the Third
Development Decade and trying to consolidate thegitions during the
international negotiations on that subject. In th@nnection, it was
proposed that a High Level Meeting of Member Stditesconvened in
Ankara to look into the matter. This Meeting wasdha Ankara on 4-6
November 1980. This was a seminal step for the li@ause the working
document prepared on this occasion was eventualhgformed into an
economic action plan for the OIC, which was latenfally adopted by the
Third Islamic Summit Conference, held in Makkah Milikarramah and
Taif in January 1981. Following the adoption of tBeclaration of
Makkah Al Mukarramah, built around the basic conagploint Islamic
Action, the Sixth Islamic Summit, held in Dakar,n8gal, on 9-11
December 1991, deliberated at length on the datibra plan document
annexed to the Report of the Ankara Meeting, anopted a revised
version of it under the formal title of the “Plaf Action to Strengthen
Economic Cooperation Among the Member States”.

This unique 10-chapter document represented threication of all
past OIC work in the various sectors and areas@fi@mic cooperation
in terms of initiatives and proposals for jointiantat the start of the
Third UN Development Decade. It also drew up a neinds guidelines
for the future work of the OIC for enhanced ecormrooperation and
integration to benefit all the member countriegtjg and individually.

Finally, again during the same Conference, the BleddState took
the historic decision of establishing the Standi@gmmittee on
Economic and Commercial Cooperation (COMCEC), whiels later to
be headed by the Turkish President. This high-l&ve@mittee was
empowered with an extensive mandate to overse®lBework in the
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area of economic cooperation. The COMCEC, throwgular annual
meetings attended by the economy ministers, not acthieved notable
progress in a relatively short time in its origiaglenda made up of trade
issues, but also convened ministerial meetings he treas of
Agriculture, Industry, Transport and Communication&nergy,
Technical Cooperation, and Infrastructure and RPWMorks. Thus, over
more than thirty years which elapsed since its ptioa, the OIC, in
addition to the nine Islamic Summit Conferences aweénty-eight
Islamic Conferences of Foreign Ministers, was alte convene
seventeen COMCEC sessions, four ministerial cont&® on
Agriculture, three on Industry, two on each of Cowmmications and
Tourism, and one on each of Transport, Energy, flieah Cooperation,
and Infrastructure and Public Works. Eight meetingsCentral Bank
Governors and countless others of expert groupsanious economic
subjects were also held during this period.

Another achievement of the OIC was that it mandgesstablish the
basic institutional structure needed to provide htécal and
organisational support to the activities aimingteengthen and develop
economic cooperation among its member countriesis,Tthroughout
the period under consideration, the efforts spedt@ntributions made
by the General Secretariat and the various OICidialg, specialised
and affiliated institutions in the realisation diftaat had been done were
substantial.

Another facet of OIC economic cooperation actigitieas been the
concerted effort made to adopt an overall legah&waork to facilitate
the realisation of expanded cooperation among thlper countries. In
this context, it is noteworthy that a general coapen agreement and
an agreement to encourage investments were dedelmp@ put into
force, while several others were finalised and epefor signature,
including the Framework Agreement for the Estalplisht of a Trade
Preferential System for the OIC and statutory agesds on the
establishment of various professional unions asd@ations.

Lastly, membership in the OIC and participation iia various
activities helped develop a positive atmosphere acm@ated
opportunities conducive to the enhancement of diiddt economic
relations among the member countries themselves.
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All in all, during the 27 years since the Lahorarfuit of 1974, the
OIC developed an extensive agenda on economic maitevering
issues in most sectors of the economy and severa$ af cooperation
that cut across sectors, and created the necegssstitutional and
multilateral legal framework. Extensive deliberasoon specific issues
of concern and proposals for joint action were utadken and
resolutions adopted at the highest levels. Infdlhis, one can discern as
a basic theme, as well as an overall inclinatiom, utimate move
towards a more economically integrated OIC famflpations.

In the following list a summary of the most impaortalevelopments
and achievements in the field of economic coopamais given in
chronological order for easy reference:

* In May 1977, the Eighth Islamic Conference of FgmeMinisters
(ICFM) approved the General Agreement on Economégshnical
and Commercial Cooperation. The Agreement aimsniowage
capital transfers and investment, exchange of datperience and
technical and technological skills among the mendoemtries. The
Agreement came into force in April 1981.

e In January 1981, the Third Islamic Summit approttesl ten-sector
OIC Plan of Action to Strengthen Economic Cooperatamong
Member States which included Food and Agricultiirade, Industry,
Transport, Communication and Tourism, Financial aidnetary
Questions, Energy, Science and Technology, Manp@ndr Social
Affairs, Population and Health, and Technical Caapen.

* In June 1981, the Twelfth ICFM adopted the Agreemtar
Promotion, Protection and Guarantee of Investmenife
Agreement sets the basic principles for the proomof capital
transfers among Member States of the OIC and proteeestments
against commercial risks while guaranteeing thastier of capital
abroad. The Agreement entered into force in Felri@88.

* In November 1984, the First Session of the Stan@ammittee for
Economic and Commercial Cooperation (COMCEC) of @i
adopted the Implementation of the Short Term Progra for the
Promotion of Trade Among OIC Member States.
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» The First COMCEC also approved proposals to estalfiultilateral
financial schemes in order to promote intra-OlGdéraamong the
member states. The first of these projects, thegeoerm Trade
Financing Scheme, better known as the Export Fingn8cheme
(EFS), became operational in 1988 under the IDBinits to promote
intra-OIC trade of non-conventional goods. The sdcone, the
Islamic Corporation for the Insurance of Investmanid Export
Credit (ICIEC) became operational in October 199ithiw the
framework of the IDB.

* In October 1990, the Sixth Session of the COMCEGpg&et the
Framework Agreement for the Establishment of a &rBdeferential
System among the Member States of the OIC (TPSCGIAY, its
Annex on the Rules of Origin. The Framework Agreetme
establishing a Trade Preferential System, was didpyetwenty-two
OIC countries and ratified by seven of them. Itdee® be ratified by
10 member countries in order to be enforced.

* In December 1994, the Seventh Islamic Summit erdorghe
Strategy and the Plan of Action to Strengthen Eotnoand
Commercial Cooperation among the Member Stateshef @QIC
adopted at the Tenth Session of the COMCEC.

* In December 1997, the Eighth Session of the Isla@icnmit
Conference adopted a resolution on the Islamic Commdarket
emphasising, inter alia, the importance of impletimgnthe Strategy
and Plan of Action to Strengthen Economic and Coriake
Cooperation and various agreements concluded wittie
framework of the OIC.

* The Eighth Islamic Summit also invited the Membert& to
formulate concrete proposals for cooperation andrdioation in
setting up centres of excellence in areas whesedreeable to unfold
potentials for expanding trade and investment antbegiselves to
develop cooperation in various necessary areashwiauld facilitate
the realisation of an Islamic Common Market amorepiMer States.

It is possible to observe, therefore, that the Gl& made a
respectable effort, despite many difficulties, ®velop a framework,



Islamic Common Market 125

within which the Islamic world could cooperate exgely, initiate and

carry out joint economic action in stages in a watthat is moving

towards globalisation in parallel to regional co@en and integration.
However, the stage reached in the process of edoremmd commercial

cooperation has not yet produced the expectedtsesutasured, for
example, in terms of intra-OIC trade. In other v&rdgainst the basic
intention of establishing a more integrated OIC pumity, the level of

intra-OIC trade is still very far from being sa#istory, i.e. around 10 per
cent of the total trade of the member countries.

In order to improve this situation, the Eighth mla Summit
Conference, held in Tehran in December 1997, adkedIDB to
formulate and develop qualitative and quantitabbgectives as well as
the means to increase intra-OIC trade. Presentiy DB is
implementing a project aimed to increase the itt@-trade from 10
per cent to 13 per cent of the total OIC trade dhese years starting
from 1999 (1420H). Actually, this one per cent aainuacrease is equal
to around USS$ 4 billion of additional intra-OIC diea

4. IMPLICATIONS OF ESTABLISHING AN ISLAMIC
COMMON MARKET

Regional economic integration relies on the ideacrefating a larger
economic unit from smaller national economies. Bos purpose, it
removes trade barriers and establishes closer corrahemonetary,
financial and economic coordination and cooperatamongst the
participating countries. In doing so, regional emoic groupings aim to
accelerate the economic growth and developmertieotountries in the
scheme. A common market is a higher form of rediam@onomic
integration scheme as compared to simpler formé& siscpreferential
trade areas, free trade areas or customs unidh.higther integration
schemes are monetary and economic unions.

A common market allows a free flow of not only th@ods but also
the services and the factors of production suchcastal, labour,
entrepreneurship, etc. across countries. It alsabkshes a common
external tariff policy against third parties andbghes all the tariffs on
each other's exports. However, such a scheme asesnitates the
coordination of commercial, industrial, financiaddaeconomic policies.
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Citizens of a common market can work and investamy member
country without any restriction. In other words,yatcommon market
should comprise these elements. Otherwise, it dammconsidered as a
common market. The Islamic common market to bebéisteed amongst
the OIC member countries will also contain thessdis even if it is to
be realised in stages (‘gradually’ and ‘step-by'stes foreseen in the
OIC Strategy and Plan of ActipnFor this reason, its implications
should be evaluated with the assumption that aflediged Islamic
Common Market will be established amongst the mesbéthe OIC
countries. In what follows, a brief summary of thepected implications
in various areas is given.

Liberalisation of Trade in Goods and Services Among the OIC
Member Countries

The Establishment of an Islamic common market \iist, create a free
trade environment. Such an environment will be tegtavhen the OIC
countries agree to abolish all the barriers (taptra-tariff and non-
tariff) to trade in goods and services amongst #edwes and apply a
common external tariff policy against third partegsa certain stage. In
other words, there will not be any tariff or quaype barrier to protect
their domestic industries and services sectorsnagdhe goods and
services originating from other member countries.

The establishment of a free trade environment astaihg members
of the Islamic Common Market may have two typestafic effects. The
first is the trade creating effect, which will inctkieconomic activity in
the region and give an impetus to income creafioade creation occurs
when high-cost domestic production is replacedrgadrts from other
members. The second will be the trade diversioeceffmeaning a
resulting shift in the direction of trade activiian favour of the member
countries and against the non-members. Trade dwersccurs when
low-cost imports from third parties are replacedhwiigher-cost goods
from member countries. This actually implies disatteages and losses
on the part of the non-member countries. For teiason, the OIC
countries must be prepared for the comments atidiems of the non-
member countries within the framework of the WTOrégments and
the possibility of establishing the Islamic Commigiarket should be
studied in detail from the standpoint of the WTOrégments.
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The formation of the Islamic Common Market will ate a broader
market. In other words, it will enlarge the volunoé demand for
commodities produced in the region. As a resultenvany investment
decision is to be taken, entrepreneurs will constlde whole region and
invest in large-scale production units. This fadll wave two effects.
First, it may increase efficiency and competitivenéhrough making use
of the advantages of economies of scale in proolucif goods already
being produced in the region. This way, it providesntermediary stage
for the regional companies and industries to pepghemselves for
tougher competitive conditions prevailing on theobgll market.
Secondly, it may also make possible the produaifomew commodities
within the region. These will bring about more inw® creation within
the region. Member countries will also benefit fromegional
specialisation and ‘learning by doing’. Furthermoatiee creation of a
larger economic entity or a regional market atgdcteign investment.

On the other hand, a free trade environment withielate those
firms, even industries and sectors in the membentriezs, which cannot
manage to be competitive at the OIC level, paridulin the short and
medium term. However, in the long run, this envinemt will create
more competitive companies and sectors amongsOike countries,
which may also become competitive on the globalescahus, the
expected outcome in this regard may be a losscohie in some sectors
and in certain member countries in the short andiune terms. At the
same time, more competitive industries and countnél benefit from
such a climate and levels of trade and productidhimcrease in the
long run. This fact will certainly promote the oatrwelfare of the OIC
Community.

Free Flow of Factors of Production

In addition to the liberalisation of trade actiediin the goods and services
sectors, the Islamic Common Market should alsotereanditions for the
free flow of all the factors of production, partiaty capital, labour, and
entrepreneurship. In other words, anybody fromGbenmunity may look
for a job or an investment or a business oppostuaritwhere within the
area of the Islamic Common Market without any latidn and
discrimination. Anybody or any company from a memaauntry will be
treated as a local person or a local company in lmeermountries. There
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will not be any control and/or flexibility of theokt country on foreign
investments and immigration originating from pap@ting countries,
when such a scheme is created amongst the menitkes@IC.

Of course such a system will redistribute factofspooduction
amongst the members of the Islamic Common Markebrding to
economic rules and criteria, that is relative wio¢ production factors,
profit maximisation, rationality, effectiveness,a&bility, etc. Capital
will flow into those members offering higher ratgfsprofit, and labour
will immigrate to those members with higher wagesee mobility of
capital and labour amongst the member countrielscailse changes in
relative prices of the production factors at thgibeing. But in the long
run, relative factor prices will be equalised amsinghe member
countries. At the end, a huge single market wilkcbeated amongst the
members of the OIC with equal wages and profit nmarg

In such a rapidly changing environment, those mendoeintries
with relatively low wage levels will benefit moreom the creation of
such a scheme because they offer higher profit imaurfgr the capital
from other member countries. Therefore, these cmsiwill attain
faster rates of growth, higher levels of productiamd labour
productivity through increased inflows of foreigmett investment from
abroad. Free mobility of capital will be beneficialr capital surplus
countries since they will have more profitable detter opportunities to
invest their excess capital. Until the equalisatanrelative prices of
factors of production, there may occur further eléinces between the
economic growth rates of the member countries. tBese differences
tend to decline in the long run, and disappear detely at the end. This
scheme is expected to increase total productioniacoime and the
resulting welfare of the Community.

Coordination of Economic Policies

Another facet of the establishment of the Islamaerthon Market is the
coordination of commercial, industrial, monetaryinahcial and
economic policies amongst the member countriesedddwhen trade
and production are liberalised amongst the membérghe Islamic
Common Market, there will certainly be a struggleoagst the
companies of the member countries to get the ligiiare in the
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Common Market. This stimulus will also cause somewgrful
companies in member countries to influence the neemipuntry
governments to obtain some more benefits and pges. They may try
to convince their governments to adopt commeraidlystrial, financial
and economic domestic policies in their favour. Efffects of domestic
economic policies on foreign trade and foreign &tweent activities
cannot be denied. For this reason, although domestinomic policies
are within the domain of the national governmeritdlowing the
establishment of the Islamic Common Market, théonal governments
will be obliged to coordinate their domestic ecomopolicies. In other
words, the establishment of the Islamic Common Maiknplies the
gradual surrender of the authority of the natiagmlernments over their
domestic economic policies.

In fact, the establishment of the Islamic Commorrkdawill create
a customs union amongst the members and provide nrebility of
factors of production. In other words, it will liteise all trade,
investment and production activities amongst thember countries.
Such an environment can be operational under cortynagoepted rules
and principles of trade, investment and productidhese rules and
principles will exclude any discrimination or difential treatment
amongst economic agents such as investors, prajucaders, etc. For
this reason, to create a fair and equal environni@n@all economic
agents in the region, participating countries stiadree to coordinate
their economic policies and adopt the same poliddghe beginning,
coordination of economic policies may require inmpémtation of
austere measures and domestic policy reforms. Imergg
implementation of such measures and reforms tarsiiee the OIC
economies may cause social and political unrest amay be
problematic. However, when these structural refoares made within
the framework of forming a Common Market or for hanising the
commercial and economic policies, people may ttdettzem better.

Promotion of Regional Stability and Solidarity

In addition to the above-mentioned implications astablishing an
Islamic Common Market, there will be those resgitirom the creation
of a group. It is very clear that the creation of lalamic Common
Market will also contribute to the promotion of regal stability,
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solidarity and security amongst the member cousitiidie creation of a
free trade, investment and production environmexl face mobility of
people, workers and businessmen will eliminatetigali differences,
tensions and frictions amongst the OIC countrieshils respect, the best
example will be the case of the European CountA#kough they had
very serious economic and political divergencesltieg from historical
enmities, they have established what is perhapsntbst solid and
powerful economic and political interest groupleg international level.
As a group, they certainly obtain more benefits addantages than they
could have individually.

In general, economic cooperation and unificatiosultein political
cooperation and unification. Furthermore, economaied political
unification brings about economic strength andtpali power. In this
way, the OIC countries may reach their initial abijes.

In summary, due to the expansion of the marketietrand income
creation will result in increased exports, incregBade exchanges, more
investment, more output, higher rates of employmewetv business
opportunities, and new goods produced in the regkoreign trade
structure and production possibilities will change&panded exports will
improve the balance of payments, and that, in twithdecrease the debt
burden on the economies. A greater market may @nthreign investment
from third parties. Structural changes will imprdlae quality and quantity
of the products in the region. Specialisation aetiel division of labour
would increase production, productivity and ecormmiowth. Larger
markets for commodities and factors of productidihgive an impetus to
technological changes. The overall benefits willrbigected as increased
output, income and welfare of the people.

5. ISLAMIC COMMON MARKET: SOME PRACTICAL STEPS

As was pointed out above, the establishment ofstamic Common
Market has been referred to as the ultimate maaiies of the
economic activities of the OIC on various occasjoBser since
economic cooperation among the member states oDtGehas gained
momentum in the mid-1970s with the Lahore Summd #re adoption
of the General Agreement for Economic, Technical &ommercial
Cooperation among Member States of the Islamic €ente.
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On the other hand, the outcome of especially thiedacade in terms
of global economic developments gave rise to theremess that most of
the developing countries are too small to be ablereate modern,
viable industrial structures within their natiorfehmeworks. The high
cost of modern industrial establishments cannotjustified where
markets are much too small. Furthermore, the argunier the
advisability of integration is strengthened all there in the eyes of the
developing countries in the light of the conceréation on the part of
the developed countries to form and expand econgnoigpings. It is,
thus, quite apparent that the OIC, as a groupirdguéloping countries,
should endeavour to design and implement joinbactihat would aim
to protect its members from the adverse effectshefrapid changes
taking place in the World.

All this should provide a sound basis for the Olftimtries not only
to make their collective weight felt on the globsdene as active
participants, but to take long strides in furthgrizooperation amongst
themselves. However, when one brings together dinelgsions of the
above sections, i.e. OIC countries structures,lekiel of their present
cooperation and the far-reaching implications ofl@M, one cannot
help admitting that the achievement of such intégnais a long-term
task. It is also subject to the many uncertaintirsch characterise all
types of international coordination. What is moitecannot produce
spectacular results in the short or even mediumn.tétr is essential,
therefore, that the difficulties of achieving thisgional economic
integration be clearly perceived from the outseamy attempt to form
countries into groups. Otherwise, the delays aaquent breakdowns in
the process will soon lead to disappointment asdadiragement.

Hence, the establishment of an Islamic Common Mavkeuld
require a firm political commitment on the parttbe Member States
of the OIC, expressing their political will and anemon understanding
on the coverage, extent, mechanisms and stagespbémentation, as
well as modalities of realisation, of such an adesh mode of
economic integration. To be fair, however, one $thgoint out that it
is not at all easy for 57 developing countries,esgr over four
continents, to embark upon a process of integragfathe type that six
developed homogeneous European countries had dstafter the
Second World War and are yet to complete to everigosatisfaction
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in Europe. The technical/leconomic difficulties afck an ambitious
initiative are obviously immense. Financial imptiocas would

probably prove prohibitive as well. Yet, the ideasanever there that
the OIC countries should sit in a certain meetingl alecide to

establish the Islamic Common Market. In fact, whiee new OIC Plan
of Action sets, as one of its objectives in theaawd Trade, to

“encourage and support the establishment of fredetrareas at the
sub-regional and regional levels, as basic and sitory stages

towards fuller OIC integration, including the evaat creation, in a

step-by-step manner, of an Islamic Common Mdérké#tere is an

allusion to the complexity of the issues involvediao the need first
to set the stage right and to tread carefully dftat.

Actually, the Strategy and the New Plan of Actidrilee OIC clearly
put forward the objective of “promoting and expamglieconomic
cooperation among the member countries in suchyaasao realise a
gradual integration of the economies of the OICntoes with a view to
setting up an Islamic Common Market or any othemf@f economic
integration, on a step-by-step and initially regibbasis”. This approach
would not only help overcome the possible negativeacts on the OIC
countries of the accelerating pace in the formatbiglobal economic
groupings, but also support the aspirations of@he community for a
larger share in world economic activity and a megeitable division of
labour vis-a-vis the rest of the World.”

The above reasons, complemented by the chronicadetb
experienced in the South in terms of the actualonat economic
performances and by the disappointments faced eén ikernational
economy and global economic policy-making, havevowed a large
number of OIC countries to weigh this objectivewearefully. They
have, thus, embarked initially upon and particigaite a considerable
number of regional and sub-regional integration esoés. These
schemes, within differing horizons, aim at one owother form of
economic integration with other developing courmstridt would be
useful, in our opinion, and taking into account theectives drawn in
the OIC Strategy and Plan of Action, to draw onéRperience of these
regional integration schemes in order to discempfactical steps that
need to be followed to achieve the ultimate objectf establishing an
ICM.
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Some of the said schemes date back to or priondependence
especially in the case of the member countries fic& The fact that
many of them survive today and are under serioussideration for
revival by the partners involved show that, eveoutih the arguments
for establishing such schemes might have changedtowe politically,
the economic justifications for increased cooperatand integration
remain sound and the needs for it have become reeea pressing than
ever.

Actually many of these schemes have been operafiensome time
and a lot of effort has been put by the participantkeep them active
and viable. As a result, a considerable amountxpeeence has been
accumulated by a good many of the countries on ghigect, which
could be put to good use while revising, consoitatstrengthening and
expanding the existing schemes, when establishperational links
among them where feasible, and helping to devedspanes. All of this
would definitely contribute to the eventual estshinent of an OIC
integration scheme which would bring forth largad anore diversified
resource endowments and production capacities, Heiglop more
integrated infrastructural set-ups, create largarkets and give a bigger
share and say in the global economy to the parbfessch a scheme.

Africa seems to be the region where such schemes teemched a
certain degree of proliferation, as well as soméunity in the past. It
would only be natural, therefore, that the OIC wibbhve not only to
learn a lot from such an experience, but would absee to stand ready
to benefit immensely and directly from it as it Wsaalmost half of its
membership from Africa. The OIC member countries Agsia, the
Middle and Near East, and especially the Far Easte also been active
participants in various economic cooperation artégration schemes,
some of which are quite old while there are ottteeg have recorded
significant progress. Their experiences would aisive highly useful to
the OIC as a whole.

The OIC countries have attempted two types of cadjman and
integration schemes: those comprising OIC countoely and those
with other developing countries. The historical exgnce of the various
integration schemes among the OIC countries hawvrshthat the
practical difficulties that these countries haveefh with regard to the
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integration projects are indeed considerable. Thege in fields as
diverse as the transport and communications sysfgmige unsuitable
for intra-regional trade), the competitive struetiof the industries and
natural resources of countries potentially intex@s joining regional
groups, the existence of vested interests unwillioggive up the
protection they now enjoy, unrealistic exchangeesatand even the
shortage of basic statistical data, which ofteregubut any reliable
assessment of the probable repercussions of thgration process.

Hence, it is readily observed from the above selecind cursory
review that especially the member countries in Afican and Arab
groups of the OIC have been participating in sudfemes, many of
which have set for themselves very advanced formimtegration as
eventual targets. In fact, more than two-thirdstled OIC member
countries have been associated with regional abdeggional economic
cooperation and integration schemes and interdgtingout
understandably, the least-developed OIC countiigsrd in many of
them. This should be construed as an indicatioth@fwillingness and
readiness of the majority of the OIC countriesdio together with other
developing countries within quite ambitious schentes achieve
advanced forms of economic integration as sooroasilple. This should
be considered as a very useful asset for the OkCvelsole as it readies
itself to embark upon community-wide action to exgpaand extend
cooperation.

It should also be noted, however, that there asdlyrerery few
among the said schemes that have managed to paggdanned and
reach the original targets set. A detailed evatumatnd analysis of the
reasons for this state of affairs remains beyordithits of this paper. It
may, however, be pointed out that the most seridiffsculties are
encountered in three fields: the effective coortlama of investment
throughout the region, the need to compensate nrectomtries which
may suffer losses in the early stages, and thelstegpep surrender by
member countries of power to take economic andasdeicisions at the
national level.

The first point is of capital importance. Not omdythe coordination
of investment essential for establishing regionewiddustries, which
will make it possible to reduce costs of productidnis also the
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cornerstone of any planning that aims at an egfeitdistribution of the
fruits of development. Without such planning an@ ttompensatory
measures going with it, poles of development théit appear would
aggravate the disequilibria between participatingntries. Again with
the aim of preventing a widening gap between pagtng countries, it
is essential that financial compensation be madbaaveaker members.
But in most of the associations of developing coast this
compensation cannot be provided without externkgl. he

In the face of the above-mentioned obstacles aaexiperiences of
the sub-regional schemes, it would be better tcdrgent, at the start,
with objectives more modest than the complete nat&gn of the
economies, conserving this, nevertheless, as at&rngobjective. It is
by beginning with cooperation in concrete investmamojects, limited
in scope, or even with a step-by-step expansidrade between the OIC
countries, from the present 10% to 13% as suggdstede Task Force
on Intra-trade, that the climate of mutual trusd golidarity, which is an
essential prerequisite for the realisation of udtienintegration, can best
be created. Hence, the approaches to OIC cooperaged to be
remodelled to attain two goals simultaneously:

() To create powerful economic entities capablefading the
challenges emanating from the emergence of hugeoetc blocs.

(i) To achieve structural transformation of the @Icountries'
economies in order to attain economic efficiencyd asocial
welfare.

Such an orientation would require that more emghasi put on
development cooperation. One of the most useful a@nactical
approaches to such an orientation would be throegltonal economic
integration schemes inter-linked with one anothé¢ha OIC level.

It is noteworthy that the Expert Group Meeting e tmplications
of Setting-Up an Islamic Common Market, held in BpBatar, on 13-
14 October 2000, reached similar conclusions wikpect to the
approach of the issue of an ICM. The Group recontdeeéninter-alia,
the need to “concentrate on the existing instingi@and the various
regional and sub-regional arrangements which magobeidered as the
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building blocks to the ultimate objective”. The @pofurther “felt that
there was a need to approach this subject in areohenanner with a
view to seeking a comprehensive and phased strd¢@gyng towards
the objective”. The Group, while emphasising “tleed of mapping the
trade off in terms of potential benefits and casdtthe various stages of
economic integration, observed that the establisiinoé an ICM is
essentially a long term process with multiple disiens and phases”.
Another important issue relating to the steps neette eventually
establish the ICM, taken up by the Group concdmesNTO. The Group
“Noting Article 24 of the WTO Agreement concernitige formation of
regional groupings, felt that all the Member Stadégthe OIC should
eventually be a party to the WTO Agreement as thight facilitate
progress towards setting a common market or angroform of
economic integration consistent with the WTO reguients”.

It is quite clear, therefore, that an Islamic Commuaarket should be a
long-term ideal for the OIC member countries, taapproached carefully
and in stages. Though far from reaching an advarstade, some
important initiatives have so far been taken in @tiade of economic
cooperation fields comprising trade preferences,nt-entures,
coordination and harmonisation of various setscohemic policies and
regional schemes of monetary and financial coojperatOnce these
modalities are made to work more thoroughly, th&al#shment of
regional integration schemes, such as the Gulf @atipn Council or the
Economic Cooperation Organisation, linked to onetlaer with special
preferential arrangements, could seriously be densd. This could, in
turn, constitute the concrete foundation of an alvdslamic Common
Market Framework made up of regional components.

6. CONCLUDING REMARKS

Although the Organisation of the Islamic Confere(©&C) had initially

started out as a political forum, economic coopenatamong the
Member States of the OIC has gained momentum wigh Second
Islamic Summit Conference in 1974 and the adoptibrthe General
Agreement for Economic, Technical and Commercialofg&ration

among Member States of the Islamic Conference.h®ndalisation that
effective joint political action had to be basedbomnd complemented
by wide-ranging joint economic action, the estdihent of an Islamic
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Common Market and/or other forms of integration amdivanced
economic cooperation schemes have been proposatious OIC and
Islamic fora as a ‘natural’ or expected manifestafior the OIC.

On the other hand, a common market being one of ntost
advanced forms of economic integration short oéemnomic union, the
OIC member countries were cognisant of the fact thare were not
only objective requirements for its realisation,t ibere were also
national, communal and international limitationsd azonstraints on it.
Economically, the member governments would havagree to abolish
all the tariffs on each other's exports, follow @nenon tariff policy
towards their imports from the rest of the Worlddallow a free flow
of commodities as well as productive factors (dpitlabour,
entrepreneurship and technology) amongst one anothe

Despite the abundance of under-utilised natural famdan resource
endowments, however, the existing production aadetistructures of the
member country economies, all of which were pla@dong the
developing countries, are not highly conduciveftective action towards
integration. Furthermore, geographical diversityckl of national and
regional transportation and communication facsitieand scarcity of
readily available current information in the membeuntries about one
another are also significant impediments to sutdgnation.

Furthermore, there is a complex set of politicatdes that constrain
the OIC countries in their efforts as they tryndiate concrete action in
the right direction on this particular subject.addition to their regional
affiliations dating back to and/or emanating froomfOIC concerns, the
member countries are weighed down with historicadigtablished
economic and trading ties with the West, as wellofiser global
economic and political constraints in this regard.

As a result, despite the fact that the OIC econoodoperation
activities were being carried on over a wide spautrthe overall pace of
progress fell considerably short of the overall eotptions in terms of
concrete achievements. Yet, it should also be rdmeesd that even
those OIC Member States who were party to variousdl integration
schemes over extended periods of time could ndy feilicceed in
realising many of the original targets within th@seupings.
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In the face of these obstacles, therefore, it appéet it would be
better to start with objectives more modest thampiete integration,
which, nevertheless, should remain as a long-tebjectve. It is by
beginning with cooperation in concrete investmerdjgets, limited in
scope, or even with a step-by-step expansion dettzetween the OIC
countries, that the climate of mutual trust anddseity, which is an
essential prerequisite for the realisation of wtienintegration, can best be
created. It should also be remembered that, théargftom reaching an
advanced stage, some important initiatives hawadyr been taken so far
within the OIC in a multitude of economic coopavatfields. Once these
initiatives and modalities of cooperation are cdidated and linked
together within a wider and more flexible framewaoak foreseen in the
new OIC Plan of Action, a concrete foundation fooren extensive
economic integration schemes among the member reggintike an
Islamic Common Market, would be established. ltepp that the existing
and to-be-established sub-regional and regionagiation schemes
participated in by the OIC countries, and linkedadioe another with
special preferential arrangements, could very s@tve as the foundation
stones of an overall OIC integration scheme withaaded features.
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ANNEX
TABLE A.1: COMPOSITION OF GDP IN OIC COUNTRIES, 199 9
(Percentage)

Agriculture Industry Services
Albania 54 25 21
Algeria 12 47 41
Azerbaijan 20 39 41
Bahrain 1 46 53
Bangladesh 22 28 50
Benin 38.6 135 47.9
Brunei 2 325 34.1
Burkina Faso 33 27 39
Cameroon 42 22 36
Chad 40 14 46
Comoros 37 14 49
Djibouti 3 12 85
Egypt 13 32 50
Gabon 7 60 32
Gambia 27 14 59
Guinea 22 35 42
Guinea-Bissau 62 13 25
Guyana 37 22 41
Indonesia 20 44.3 35
Iran 25 37 38
Jordan 3 28.9 71
Kazakhstan 8.5 31 60
Kuwait 0.4 47.6 52
Kyrghyzistan 46 24 30
Lebanon 12 27 61
Libya 5 55 40
Malaysia 13.2 43.7 43
Maldives 22 16 63
Mali 49 17 36
Mauritania 25 30 46
Morocco 17 32 51
Mozambique 30.7 21.9 45
Niger 41 17 42
Nigeria 32 41 27
Oman 2.9 447 58.6
Pakistan 25.2 26.5 49
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TABLE A.1: (continued)
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Agriculture Industry Services
Palestine 7 16.8 74.4
Qatar 1 52 48
Saudi Arabia 7 48 45
Senegal 17 24 59
Sierra Leone 44 24 32
Somalia 59 10 31
Sudan 39 18 43
Surinam 9 28 69
Syria 29 22 49
Tajikistan 19.8 18.1 62.1
Togo 42 21 37
Tunisia 13.3 285 58.2
Turkey 16.1 21.8 62.1
Turkmenistan 25 42 34
U. A. Emirates 1 52 45
Uganda 45 18 38
Uzbekistan 31 27 42
Yemen 16.7 65.9 17.5
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TABLE A.2: GDP AT CURRENT PRICES (Million US$)

1996 1997 1998 1999
Albania
Algeria 37708 48458 48425
Azerbaijan 3177 3962 4446 4002
Bahrain 6037 6282 6118 6550
Bangladesh 31142 31955 32851 35400
Benin 2208 2141 2305 2360
Brunei 5440 4828
Burkina Faso 2351 2382 2580 2582
Cameroon 8904 9064 9499
Chad 1623 1523 1693 1551
Comoros
Djibouti
Egypt 67345 75590 82710 88781
Gabon 5631 5341 4666
Gambia
Guinea
Guinea-Bissau 343 272
Guyana 705 743
Indonesia 227397 215747 94156 136866
Iran 160348 158496 187423 238554
Jordan 6644 6976 7296 7455
Kazakhstan 20115 21272 21081
Kuwait 31127 30056 25727 29714
Kyrghyzistan 1754 1768 1640 1250
Lebanon
Libya 32438 33585
Malaysia 100851 100199 72489 78735
Maldives 303 342 368
Mali 2582 2448 2622
Mauritania 1081 1058
Morocco 36672 33415 35683 34999
Mozambique 2841 3449 3815 3957
Niger 1269 1524 1682
Nigeria 129464 142920
Oman 15458 16026 14253 15789
Pakistan 60305 58766 60897 61601
Palestine
Qatar 9059 11298 10255 12197
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[ Saudi Arabia 136355 | 146299 | 128205 13938p
TABLE A.2: (continued)
1996 1997 1998 1999
Senegal 4652 4379 4680
Sierra Leone 950 832 673 680
Somalia
Sudan 8171 10161
Surinam 747 903 818
Syria 61574 66450 70920
Tajikistan 925 1317
Togo 1450 1400
Tunisia 19522 18897 19825 20891
Turkey 175911 189122 198006 184762
Turkmenistan
U. A. Emirates 44632 49373 46481
Uganda 6345 6062 6103 5740
Uzbekistan
Yemen 7457 6597 5870 6744
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TABLE A.3: PER CAPITA GDP (US$)

1996 1997 1998 1999
Afghanistan
Albania
Algeria 1320 1668 1625
Azerbaijan 408 503 559 502
Bahrain 10061 10132 9560 9776
Bangladesh 258 261 263 279
Benin 395 367 382 381
Brunei 17548 15574
Burkina Faso 218 215 242 222
Cameroon 657 651 664
Chad 235 215 233 208
Comoros
Djibouti
Egypt 1135 1258 1349 1427
Gabon 5073 4685 3921
Gambia
Guinea
Guinea-Bissau 309 239
Guyana 840 875
Indonesia 1155 1079 461 654
Iran 2623 2616 3041 3802
Iraq
Jordan 1119 1138 1158 1150
Kazakhstan 1291 1388 1399
Kuwait 16469 15180 12673 14082
Kyrghyzistan 376 374 342 257
Lebanon
Libya 5803 5811
Malaysia 4908 4771 3268 3467
Maldives 1167 1316 1364
Mali 253 234 245
Mauritania 452 430
Morocco 1366 1224 1284 1239
Mozambique 176 209 225 229
Niger 134 156 167
Nigeria 1277 1376
Oman 6932 7091 6224 6418
Pakistan 450 425 466 458
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[ Palestine | | | | |
TABLE A.3: (continued)
1996 1997 1998 1999

Qatar 16177 19821 18992 20673
Saudi Arabia 7238 7506 6353 7004
Senegal 529 484 504
Sierra Leone 221 188 147 144
Somalia
Sudan 301 367
Suriname 1821 2150 1995
Syria 4212 4401 4546
Tajikistan 157 220
Togo 348 327
Tunisia 2148 2050 2125 2208
Turkey 2858 3025 3121 2869
Turkmenistan
U. A. Emirates 18292 19137 17088
Uganda 320 297 290 265
Uzbekistan
Yemen 468 400 344 381
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TABLE A.4: GROSS DOMESTIC INVESTMENT (GDI), GROSS
DOMESTIC SAVINGS (GDS), AND RESOURCE BALANCE

(% of GDP)

Gross Gross
Domestic Domestic Resource
Investment Savings Balance

1990 1999 1990 1999 199( 199
Albania 29 16 21 -7 -8 -23
Algeria 29 27 27 30 -2 3
Azerbaijan o 34 . 5 . -29
Bangladesh 19 20 11 14 -7 -6
Benin 14 18 5 8 -9 -10
Burkina Faso 21 27 8 10 -13 -17
Cameroon 18 19 21 19 3 0
Chad 7 18 -6 0 -15 -18
Egypt 29 23 16 14 -13 -8
Guinea 18 18 18 17 0 -1
Indonesia 31 14 33 24 2 10
Iran 29 16 27 16 -2 0
Jordan 32 27 1 6 -31 -21
Kazakhstan 32 15 30 15 -1 0
Kuwait 18 12 4 22 -13 10
Kyrgyz Rep. 24 10 4 -11 -20 -21
Malaysia 34 32 36 45 2 13
Mali 23 20 6 8 -17 -12
Mauritania 20 22 5 12 -15 -10
Morocco 25 23 16 18 -10 -5
Mozambique 16 35 -12 11 -28 -24
Niger 8 10 1 4 -7 -6
Nigeria 15 11 29 0 15 -11
Pakistan 19 15 11 11 -8 -4
Saudi Arabia 20 21 30 26 10 5
Senegal 14 21 9 14 -5 -7
Sierra Leone 9 5 8 -2 -1 -8
Syria 15 29 16 18 0 -11
Tajikistan 23 . 14 . -10 .
Togo 27 14 15 6 -12 -8
Tunisia 32 28 25 24 -7 -3
Turkey 24 24 20 21 -4 -3
Turkmenistan 40 . 28 . -13 )
Uganda 13 17 1 6 -12 -12
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TABLE A.4: (continued)
Gross Gross
Domestic Domestic Resource

Investment Savings Balance

1990 1999 1990 1999 199( 1999
Yemen 15 21 9 13 -6 -8
World 24 22 23 23 0 0
LiICs @ 24 20 21 19 -3 -1
MICs @ 26 24 27 26 1 1
LICs and MICs 26 24 26 25 0 1
HICs © 23 21 23 22 0 1

Source: World BankVorld Development Report 2000/2001.

Notes: (1) LICs: Low income countries. (2) MICs: ddie income
countries. (3) HICs: High income countries. (..Jadare not available.



TABLE A.5: INTRA-OIC TRADE MATRIX, 1999

(Million US$)
EXPORTS IMPORTS
INTRA- | DEVELOPED |DEVELOPING TOTAL INTRA [DEVELOPED |DEVELOPING TOTAL
OIC COUNTRIES | COUNTRIES EXPORTS OIC COUNTRIES | COUNTRIES IMPORTS
Afghanistan 48 36 27 111 154 133 181 468
Albania 2 262 11 275 57 739 103 899
Algeria 831 9913 1520 12264 779 7336 1558 967
Azerbaijan 143 492 294 929 249 378 409 1034
Bahrain 712 708 5456 6876 488 1887 1213 358
Bangladesh 173 3418 929 4520 7%4 2295 5308 834
Benin 65 44 98 207 121 453 269 843
Brunei 206 1597 749 2552 288 481 559 1324
Burkina Faso 24 74 76 174 48 302 421 771
Cameroon 109 1177 315 1601 287 834 197 131
Chad 4 67 26 97 58 79 8 145
Comoros 0 8 3 11 6 29 21 56
Djibouti 106 27 7 140 137 245 215 597
Egypt 597 1737 1201 3535 182p 9432 4701 15962
Gabon 35 2307 783 3125 5 1154 158 1364
Gambia 1 6 1 8 14 111 69 194
Guinea 42 521 196 759 4 479 222 741
Guinea-Bissau 1 8 72 81 14 38 30 82
Guyana 4 445 148 597 4 268 280 552
Indonesia 4015 31884 21383 57282 2682 13414 12318 841&
Iran 1098 7523 6565 15186 1268 6175 451 1195
Iraq 20 7905 813 8738 12§ 984 401 1513]
Libya 816 6807 298 7921 719 2850 725 4294
Jordan 554 262 437 1253 694 2093 100 379
Kazakhstan 740 1949 2590 5279 356 1416 241 419

1o~

'~




TABLE A.5: (continued)

EXPORTS IMPORTS
INTRA- | DEVELOPED |[DEVELOPING TOTAL INTRA |DEVELOPED |DEVELOPING TOTAL
OIC COUNTRIES | COUNTRIES | EXPORTS OIC COUNTRIES | COUNTRIES IMPORTS
Kuwait 1111 5699 3333 10143 1481 4801 1334 7616
Kyrghyzistan 123 203 128 454 188 204 223 614
Lebanon 342 369 72 783 738 3809 1183 5734
Malaysia 4382 44835 35333 8455( 3948 35782 2576[L 4965
Maldives 0 234 72 306 153 443 192 788
Mali 26 102 109 237 65 439 756 1260
Mauritania 26 406 76 508 87 364 143 589
Morocco 383 6183 1502 8068, 856 8582 2302 1174p
Mozambique 1 98 172 271 44 224 932 1204
Niger 50 116 7 173 62 140 113 315
Nigeria 470 7611 3587 11668 345 4637 2487 7469
Oman 1380 1983 3731 7094 1785 2352 537 467H
Pakistan 1491 5088 1860 8434 3884 4116 2297 10297
Qatar 412 3711 2009 6132 57p 1754 457 278}
Saudi Arabia 7566 24412 15356 47334 3407 19304 5316 28031
Senegal 188 377 251 814 179 1030 399 160B
Sierra Leone 0 4 2 6 15 128 149 292
Somalia 113 1 5 119 108 28 149 285
Sudan 232 237 231 700 27R 674 531 1471
Surinam 9 454 75 538 4 316 147 467
Syria 1214 2161 265 3640 662 2340 2331 533
Tajikistan 209 324 156 689 396 112 155 663
Togo 104 96 221 421 66 342 681 1089
Tunisia 598 6037 632 7267 760 8427 1008 1019%
Turkey 3462 17492 5633 26587 3864 27134 9684 40697
Turkmenistan 214 253 591 1058 358 283 281 92p




TABLE A.5: (continued)

EXPORTS IMPORTS
INTRA- | DEVELOPED |DEVELOPING TOTAL INTRA | DEVELOPED |DEVELOPING TOTAL

o][¢ COUNTRIES | COUNTRIES EXPORTS OIC | COUNTRIES | COUNTRIES IMPORTS
U. A. Emirates 4140 11140 13111 28391 5109 18255 7696 33040
Uganda 8 283 76 367 29 279 529 837
Uzbekistan 781 448 954 2183 632 1079 965 2674
Yemen 102 122 1741 1965 838 1153 601 2581
Total 39483 219656 135289 394428 42121 20214( w861 352875
As % of OIC total| 10.0 55.7 34.3 100.0 11.9 57.3 30.8 100.0

Source: SESRTCIC Data Base.
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TABLE A.6: MIDYEAR POPULATION (Million, 1999)
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Share of
Labour
Total Urban Rural Force in
Agriculture
Afghanistan 21.92 20 80 67.7
Albania 3.11 39 61 49.5
Algeria 30.77 60 40 24.8
Azerbaijan 7.98 57 43 27.5
Bahrain 0.67 91 9 1.2
Bangladesh 126.95 24 76 57.7
Benin 6.19 42 58 56
Brunei 0.32 67 33 0.9
Burkina Faso 11.62 18 82 92.2
Cameroon 14.69 48 52 61.6
Chad 7.46 23 77 77
Comoros 0.66 32 68 74.4
Djibouti 0.63 83 17
Egypt 62.23 45 55 34.7
Gabon 1.39 80 20 40.5
Gambia 1.27 32 68 79.6
Guinea 7.36 31 69 84.6
Guinea-Bissau 1.19 23 77 83.3
Guyana 0.86 36 64 18.6
Indonesia 209.26 40 60 49.7
Iran 62.75 61 39 27.6
Iraq 22.45 76 24 111
Jordan 6.48 74 26 12
Kazakhstan 14.94 56 44 1
Kuwait 2.11 97 3 18.5
Kyrghyzistan 4.87 34 66 26.9
Lebanon 3.24 89 11 4.3
Libya 5.47 87 13 6.7
Malaysia 22.71 57 43 20.2
Maldives 0.28 25 75 24.2
Mali 10.96 29 71 82.1
Mauritania 2.6 56 44 53.3
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TABLE A.6: (continued)

Share of
Total Urban Rural Labou_r
Force in
Agriculture
Morocco 28.24 55 45 37.7
Mozambique 17.3 39 61 81
Niger 10.4 20 80 88.3
Nigeria 108.95 43 57 35.2
Oman 2.46 82 18 37.6
Pakistan 134.51 36 64 47.9
Palestine 2.9 56 44 12.1
Qatar 0.59 92 8 1.5
Saudi Arabia 19.9 85 15 11.4
Senegal 9.28 47 53 74.4
Sierra Leone 4,72 36 64 63.3
Somalia 9.67 26 74 72
Sudan 28.88 35 65 62.9
Surinam 0.42 50 50 19.4
Syria 16.11 54 46 28.8
Tajikistan 6.1 26.8 73.2 35.1
Togo 4.51 33 67 60.9
Tunisia 9.46 65 35 25.4
Turkey 64.39 65 35 47.7
Turkmenistan 4.38 45 55 34.1
U. A. Emirates 2.4 85 15 5.3
Uganda 21.62 14 86 81.1
Uzbekistan 23.95 37 63 29
Yemen 17.68 24 76 52.6
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