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I. INVESTING TEE WEALTH OF ISLAMIC OIL COUNTRIES

Although current events starkiy highlight the crevices presemt in
the political geoclogy of the Islamic world, in the long run, the
bedrock of geoeconomic realities mast prevail. The leap in Islamic oil
revemu2s in the 1970s {see Table 1 below) is one of tlLe most dramatic
overnight changes in the history of global finance, and the
signiticance of this instant and ongoing accumulation of vast paper
wealth far outweighs any transitory discord.

High absorbers

Eight Islamic ¢il states - Algeria, Bahrain, Gabon, Iran, Iraq,
Indonesia, Libyan Arab Jamakiraya, and Oman - either have large
populations and/or direct the bulk of their funds to domestic
industrialization programmes. In fact; several of these countries -
led by Algeria and Iran - became major borrowers in the Duromarket and
with international banks in general over the last few years. Although
%“heir group assets markedly outweigh their liabilities, these eight
states fail into the category of "high absorbers" with relatively

little revenue left over for foreign regional development.

"Surplius" states

The remaining four Islamic oil states - Saudi Arabia, Kuwait,
Qatar and t! - United Arab Zmiratez - have per capita incomes
which are among the highest in the world.
Conservative estimates of total accumulated funds available to these
states in 1980 renge from ¢ 250 to 30C b.llion (see Table 2 below).
It is the investment of these riches that coustitutes the truly

unique aapect of the Islamic oil phenomenon.




Table 1

Annual reverues of Islamic o0il countries

Revenues Increase
(Billions of $US) (Percentage)

Courtry 1974 1977 1978 1979 a) 1978 - 19
Saudi Arabia 22.6 38.6 34.6 577 67
Iraq 5.7 9.8 9.6 23.4 144
Iran 17.5 21.6 0.9 20.8 -
Libya 6.C 8.9 8.6 1€.3 90
Kuwait 7.0 7.9 8.C 16.0 100
U.A.E, 55 9.0 8.0 12.8 60
Algeria 3.7 4.3 4.6 8.8 91
Indonesia 3.3 4.7 4.0 8.1 69
Qatar 1.6 2.0 2.0 3.8 30
Gabon - 0.6 0.5 1.4 180
Total 72.9 1CT.4 101.6 169.1 89.1

Source: Data derived from Petroleum Economist, London, June 980

a) Provisional




Table 2

Foreign investments ard capital earnings
of the Islamic "surplus" states in US$ billion '

Foreign investments Capital earnings

1978 1979 1978 1979
(end of period)

Saudi Arabia 75 85 6.0 7.5
Kuwait 26 38 2.7 3.7
United Arab Emirates 10 15 1.0 1.5
Qatar 3 3.5 0.2 0.3
Total 114 141.5 9.9 13.0

Source: Derived from the Financial Times (on the vasis of a study by the
Arab Monetary Fund).

The surplus and its investment

The magnitude and diversity of Islamic investments makes an exact
accounting practiciily impossible, but certain general statements can
certainly be held valid.

(i) The largest segment of the Islamic portfolio is made up of
Earocurrency deposits (some 75 per ~:nt of which is denominated in
US dollars) and US Treasury biils, notes and federal agency
obligations.

(ii) Holdings in the Japanese yen and the West German mark are
increasing rapidly. The hulk of these holdings is in the form of
non-marketable short-term government bonds at an average interest
of 10 per cent.




(1ii)

(iv)

(+)

(vi)

(vii)

Althouzh the above investments in the "mited States, Japan
and the Federal Republic of Germany are either constant or
expanding, they are essentially transitory in that the;
largely represent the time-lag between the receipt of oil
revenues and their outlay for industrialization and other
development projec*s. On the otaer hand, sterling
investments lost their popularity in 1974-75 and have

remained low ever since,

Over § 10 billion have been devoted to IMF oil facility
loans and World Bank bonds over the last few years.

Direct loans and equity participation in the private sector
of OECD countries are also on the rise, For example, the
Saudi Arabian Monetary Agency has reportedly extended funds
to ATT, Dow Chemical, IR, and Kimberley Clark, while

Kuwait now has a 10 per cent interest in Metallgesellschaft,
the Frankfurt-based non-ferrous metal producer. a 14 per cent
cent stake in Daimler 3enz, 2 25 per cent holding in the Korf
Stahl concern, and has also purchased 15 per cent of
Volkswagen's Brazilian operations. In addition, a group of
privat. .3 *i financiers have purchased a Paris Sffice
complex fo: S50 million FFr in what was said to be the

largest rez’ astate deal in the hist .y of France.

Interestingly enough, the Islamic surplus staztes show little
official interest in golu. At end-1373 the gold holdings of
Saudi Arabia, Kuwait, and the UAE amounted to less than

$ 4 billion, a less than one per cent share of world
reserves. Private enthusiasm for gold is, of course, ancther

matter.

last but not least, over one-third of the surplus is being
devoted to infrastructural investments and project
firancing both at home and ahroad. The surplus countries
have launched vast programmes to build up their own
economic bases concentrating on the production of petro-

chemicals and phosphates, and the promotion of light and
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agro-related industries. However, the plamners of the surplus
countries know full well that absorptive capacities are far
to0 low to pravide adequate markets for their industries!
everrtual outpuv and that competition in the markets of the
already industrialized world will be unrelenting,
Consequently, they are increasingly directing t{heir
investments to developing the market strengths of their
Islamic neighbours as well as their own, so that their
industries will have natural outlets for their products when

the; come on stream.

Obviously, the Arzb Islamic o0il states are doing 21l they can to
avoid a situation whereby the recycling process becomes what Yusif A.
Sayigh of OAPEC calls "a matier of applying a sponge to the pocl of oil

reserves and then squeezing the sponge out in Western financial markets". ‘

These efforts are multifaceted as illustrated in Table 3 below. \
The table shows the loan agreements recently concluded within the

Islamic Conference couniries by six Islamic development institutioms:

Abu Dhabi Fund for Arab Economic Development (ADFAED)
Arab Bank for Economic Development in Africa (ABEDA)
Arab Fund for Economic and Social Development (AFESD)
Islamic Development Bank (IDB)

Kuwait Fund for Arab Economic Development (KFiED)
Saudi Fund for Development (SFD)

These types of investments are considered far wiser in the long
term than the purchase of real est:te and stocks in the industrialized
countries, holdings which have already led to an in-built conflict of

A : interests - a dual constraint - whereby OPEC 0il revenues can only he
raised at the expense of the value of its own dollar investments and

to the detriment of the world economy.




Table 2

Some recent development loans 4o Islamic countries

1 Kuwaiti dinar (KD) = & 3.64
1 Islamic Ginar (ID) = 1 SDR = $ 1.30

Country
Algeria

Bahrain

Bangladesh

Comoros

Egypt
Gambia

Guinea

*
Guinea Bissau

Indonesia

Jordan

Lebanon

Malaysia
Mali

Mauritania

Morocco

Niger

Oman
Pakistan
Senegal

Project
Jijel port

Gas turbine power station
for electrification

Acquisition of ocean cargo
vessel

Import of refined petroleum
products

Suez Canal development

Import of fertilizer from
Morocco

250,000 tons/year cement
plant

Cumere Agro-Industrial
Complex

65,000 tons/year cement
plant

Trkermal pcwer station/
transmission network

Beirut port
Electricity network

Bintulu deep-water port
Sevare-(as road

12,000 tons/year eleciric
furnace

Steel mill

Expansion of teachers
tra‘ning college

3,600 tons/day cement plant

Design of Niamey-Falingue
road

Vocational training centre
Polyester fibre plant

71 kn Siguinchor-Cap
Skirring road

# Industrial project

1 Saudi riyal (SR) = § 0.30
1 UAE dirham (UAE.D) = § 0.27

Source of Amount
finance Currency (millions)
AFESD KD 12.0
1DB $ 7.5
ADFAED UAE.D 20.0
AFESD KD 5.0
SFD SR 15C.0
IDB $ 6.0
IDB 3 2.5
ADRFAED UAE.D 60.0
IDB $ 4.0
ADFAID UAE.D 16.0
ABEDA $ 4.85
IDB $ 65.0
IDB g 9.0
AFESD XD 5.9
KFAED KD 5.9
ADFAED UAE.D 40.7
ADFAED UAE.D 271
ITB 1D 8.0
I1DB ID 6.3
ADFAED UAE.D 16.0
IDB $ 0.76
AFESD 0} 9.0
IDB 3 1.0
IDB | 6.2
IDB F) 3.6
IDB s 6.3
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Table 3 (contd.)

Country

Project

Sierra leone Expanded electrification

Somalia
Somalia

Suéan

Syria

Tunisia

Turkey

Uganda
UAE

Upper Volta

Yemen AR

Yeruen FDR

of Freetown

Purchase of an oil tanker
and a livestock carrier

8,000 ha/70,000 tons/yezr
sugar project atv Juba
Railway development

Science-teaching equipment
Banias thermal power sta.

Tandur-Dir Zl-Zor highway
Water supply projects

National School for
Enzineers (Gabes)

Import of 120,000 tons of
diesel oil

Design of Arua-Koboko-
Oraba road

530,000 tons/year cement
plant

Peasibility study for the
installation of petroleum
storage tanks

Cement plant feasibility
study

Ports development

Wadi Sihan water resources

study

Institute of Marine Science
and Marine Resources

Source: AFESD, Kuwait

Source of Anmount
finance Currency (millioms)

ABEDA 3 5.0
IDB $ 7.0
SFD SR 254.0
ADFAED UAE.D 40.0
AFESD XD 5.0
SFD SR 12.3
ADFAED UAE.D 56.0
AFESD KD 6.0
KFAED KD 4.0
KFAED KD 7.0
SFD SR 317.5
SFD SR 37.0
IDB $ 9.0
ZDB $ 0.4
IDB $ 10.0
IDB8 $ 0.097
IDB $ 0.4
FFAED j ) 2.4
KFAED KD 0.37
iDB $ 2.0




II. TOWARDS AN INTEGRATED ISLAMIC MARKET

The Islamic world can secure lasting benefits from the changiag
international economic order only by building a base strong enough to
sustain it economically in the future when the o0il reserves are
exhausted. Rather than over-build withirn their own borders an
industrial structure entirely dependent on exports to world markets, it
is submitted that the Islamic 0il countries would in fact derive greater
benefit, were they to integrate their industrial development with that

of the other Islamic countries which have no oil.

Present and projected economic position of the Islamic market

A concept of an aggregate Islamic market has been projected by
compiling a mumber of key economic indicators for each country and
comparing them with the same indicators for an existing common market,

namely, the European Economic Community (22C), as follows:

(i) The Islamic worlid rumbers some 65C million people, more
than twice the populatiorn of the EEC;

(ii) The Islamic GDP growth rate stands at 5.1 per cent a - .ar
2.4 times that of the EZU w.l~h stands at 2.1 per cent;

(iii) Total Islamic exports are rising at 25.6 per cent per
annmum as against 16.8 per cent in the EEC, while imports
are growing at 38.5 per cent compared with 16.4 per cent
in the EIC;

(iv) Electiriciiy production has risen by 11.8 per cent per
annum compared with 4.3 per cent for the EEC, while steel
consumption is r.sing at 11.9 per cent per annum as

against a drop of -4.2 per cent in the EEC; and
(v) The Islamic countries enjoy a & 32.4 billion fereign
trade surplus, while the ZEC has a deficit of $ 1.9

billion.
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Altrough this rapid rate of growiz rellecis lower Sase rates whernce
economic development started, ithe pace of trade arnd industrialization in
the member-states of the Islamic Conference is unguesticnatly as fast as,

3

if not faster thzr, any other globai region.

The econecmic intsgraticn of the Islazmic world would undoudtedly
generate much greater internal anc regicnal momentum, leading to
perceptibly higher levels of growth, producticn, purchasing power, and

living standards.

Censtraints

The major impediments are a sense ¢f insecurity or the part of
ctential irnvestors, incertitude with regerd te profitaebvility and the
P ' & J
menagarent of the enfarprises, as well zs 2 lack ¢f confidence regzrding

future capitzl appreciation.

However, capabilities for project identificaticn, preperastion and
implementation zre constantly improving. An admiradic start in this
field ras been made dy regioneal Islemic funds, such as the Islamic
Development Bank, the Arab Fund for Zconcmic and Socizal Developrent, and
tre 4red 3ank for Zconomic Development cf Africa, all of which are
actively engaged ir improving the means for processing investment
oppcrtunities. However, prcgress caxn still be made, arnd one possitile
forrm of assistancs is outlined below in comnexion with netionel
development vanks.

&

“stablishment of arn integrated Islzmic market

The economic ir.egration cf developing countries can only be
achieved if two s rategic requiremenis are met: effective co-ordination
of the member couniries' investment policies and the provision of means
whereby pariners in integration schemes deriving less benefit from
individual projects enjoy compensation. At present, regional project
financing appears to be the most suitable operational form of
co-ordinating investment policies and agssuming the integration of the
Islamic countries. Co-operation arrangermerts for partners in
integration schemes who may feel "disfavoured" by regional projects,
might best be achieved by introducing external capital and technology.

The limited success enjcyed oy regional programmes hitherto may bde




ascrivzole %o ithe fact that they were developed exclusively within one
regional group, without outside participation. Hownver, were
development efferts to combine external finance and technology with
the intermal thrust and political desire for regional coherence, an

effective integration formula could well be achieved.

III. TRILATERAL CO-OPERATION AND PROJECT FINANCING IN THE CAPITAL GOCDS
AND ENGINEERING INDUSTHEY

The urderlying economic coempulsion

Bilateral partnership between the Islamic oil countries and the
rest of the Islamic world can provide zome of the inputs required for
industrialization. The oil countries can supply the capital, while the
nen-:il countries provide the skills and market demands ¢f their

populations and whatever raw materials they might have. This

notwithstanding, a2 whole range of other inputs is still required:
process technology, plant and equipment, construction and production
management, as well as marketing expertise, At present, these inputs
have to be sought from the industriazlized countries and, orly in a few
instances, from thre more advanced developing countries. Inevitably,
therefore, partnership between the oil and non-oil Islamic states will
require surrlementat.on for some time to come from a third socurce
supplying the missing inputs, thus leading to z triangular relationship
between a capital-surplus country, a technology-surplus country {which
could be a developing country) and a developing .ountry which has a

surplus in neither capital nor technclogy.

Proliferation of trilateral projects in the Islamic world
signifies an importani trend, because it proves that basic economic
realities can overcome difficulties inherent in the nego*iation of
transnational co-operative ventures. The trilateral projects are
increasing not only in number, but also in size, intricacy, and
ingenuity. The willingness c? a2 numter of partners to combine their
strengths to surmocunt costs, distances, and risks, as well as
technclogical and marketing problems results in a symbiotic effect,
whereby the s:multaneous actions of the separate parties involved
achieve a total accomplishment which no single party co.ld have hoped
for, had it acted alone. A variety of interlccking interesis can make

N “+ £ . - - -+ - + S~ v e A o
arciects prelfitacle -~ projents irat ciherwise weulid rnever rave got off




the drawing board. New werld economic forces are acting to compel
private and public enterprises to aci together, and to combine their
efforts multinationally since the goals they seek are best achieved in

trilateral co-operation with others.

In the emerging forms of trilateral co-operaiion arrangements,
national development finance instituticns supplement the project-
oriented policy of the Islamic funds by channelling their credit lines
to, or administering special trust funds for, specific sectors and
important programmes in the country in which they operate. Thus,
these national development banks fulfil two strategic functions:

(i) Increasing the absorptive capacity of recipient countries;
and
(ii) Offering Islamic regional funds the opportunity to have a
" her and quicker operationzl impact, without becoming too

deeply involved in developmert plans of individual countries.

Collaboration of national development finance institutions in
trilateral ce-cperation arrangements also lends credibility to the local
project, and renders management support, which in time should increase
not only the security of the investment made bty outside agencies, bdbut
alsc improve the profitability of the project. In short, co-operation
of development finance institutions in trilateral projects strongly

reinforces investor confidence.

As such, the operations of the development finance institutions are
alsc assuming a special role within the framework of Islamic development
assistance. Although national development finance institutions are
often only a part of the financial infrastructure, they provide a highly
catalytic effect. Ir order to continue their development activities in
appropriate scope and scale, the more established and experienced
development finance intermediaries will have to explore not only the
possibility of attracting the surplus funds of the Islamic countries,
bat also a greater share of the funds of the international financial
institutions such as the World Bank and the Asian and African Development
Banks. lobilising international financing in such a way is wholly in
line with the concept of "additionality" pursued by Islamic regional

funcs.




The different forms of trilatersl co-operation

Conceptually, there are three different forms:

(i) The first approach is similar to the traditional form of

trilateral assistance arrargements: namely, co-financing
of development projects of the public sector, with the
collaboration of a regional or national Islamic development

institution.

(ii) The second form is a more integrated approach to geographic

or economic sector development or to intercountry, regional,
a.d sub-regional programmes in the third world with the
assistance of Islamic oil-rich countries. This form also
covers co-cperation between Islamic funds and national
development banks operating in specific sectors and areas

of the recipient countries.

(iii) The third form, which is only just emerging, may be called
the institutonalized and co-ordinated approach, whereby

programming and implementing mechanisms are set up within
an institutional framework. This {orm of co-operation has
a multiplier effect on the volume and impact of resources,
both public and private, availzble to the developing world,
and it also coniributes to stabilizing the new balance of
interests arising from the structural change in economic

relationships.

The advantages of ftrilateral co-cperation

Amorng the many advantages of trilateral co-operation for all the
parties involved, it should he pointed out that:

(i) The host country is guaranteed that the technology-supplying
and financing partners have a strorng and lasting interest in
the success of the project by virtue of their equity

involvement.

(ii) Consequently, the financing partner and the host country are
assured that they will start with plant and equipment
incorporating suitazble technolsgy, and that they will also

venefit from researcn ani development rassults,
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(iii) Trilateral ventures expand other possible sources of
financing. International, regional, and national develcpment
banks, as well as commercial lenders, prefer to join in tke
financing of multinational projects because the transnational
guarzriees spread, and thereby reduce to an absolute minimum

the risks involvei.

(iv) All three partn:rs can employ their project as a regional

supplier for tke entire Islamic market.

(v} The host country can use the venture (as Jordan is doing with
its phosphate fertilizer project) to build up other areas of
domestic industry through cost concessions to domestic
manufacturers, who not only win sales, but also gain valuable
know-how through association with leading intermational
industrial suppliers.

(vi) Projects incorporatirg industrializeé partners from both
market and centrally-planned economies can also assure a
mumber of benefits to all parties, in particular, in the

fulfilment of bilateral governmental clearing agreements.

(vii) Tre project can function as a bailt-in training programme

for managers and technicians in the host country.

Possible drawbacks

Scme recipient developing countries have expressed fears that
trilateral co-operation could lead to a division of benefits largely
between the industrialized and the financing pariners, leaving
relatively little for themselves. Whether this is true will depend, of
course, on each project and the terms of the arrangement made; however,
in principle, it can be argued that a trilateral arrangement may have
drawbacks for the recipient country because the partner from the
industr.alized country might oveicharge on plant and equipment, raw
materials/components to he supplied on a continuous basis, and/or
royalties and fees. Possitle underpricing of exports from the plant to
the industrialized country partner is another understandable anxiety.

Eowever, such misgivings are being increasingly overcome.




Proposed strengthering of trilateral co-operztion arrangements

The trilateral concept has by no means been perfected and WNIDO is
most interested in improvements and safeguards for recipient developing

countries. Some suggestions in this direction would be:

Consecuential loss insurance

4 developing country acquiring manufacturing facilities at great
cost will be anxiour to ensure that the undertaking cortracted <for is
completed satisfactorily, within the scheduled dates, within agreed
costs and, most importantly, in keeping with the performance guarariees
contemplated in the contract. The buyer expects and assumes that the
ultimate commercial operation of the plant will fulfil the full-sczle

performance criteria established in the originzl contract specifications.

However, an appraisal of several iniermational contracts recently
completed shows that, 1ot infrequently, buyers in developing countries
have beer disappointed with the plant and technology acquired from
foreign suppliers. Furthermore, in some instances, the buyer has kad
to bear the brunt of consequential losses and damages arising, directly
or indirectly, from the inadequate performance or even failure of plant

operations.

Many interaatvionel coniracts provide for payment oy the seller/
supplier of penalties in the event of failure in plant performance or
equipment breakdown. FNotwithstanding these provisions, however, tie
buyer - particularly in a developing country - is often left ung +ed
after the plant has achieved technical performance levels during
"reliability or accertance testing”, btut fails thereafter to achieve the
rated cdanavility in terms of output or sredust cuality. Under such
circumstances, the scale of penalties provided in ihe contract hardly
compersates for the immense indirect or consequential losses that ar.
suffered directly by the buyer, and indirectly by the developing ceuncry

as a whole.

Ratings for the calculation of premia and other complicated
financial and legal concepts are presently under discussion. Owing to
the extensive cause/effect impact of the terms and conditions of contracts
on the successful implement-~cion of the scheme, it has been suggested

that thrhe administration of the prograrme de centralized under the control




of an inter-governmental oxganization sponsored by the United Nations.

Should the scheme be launched successfully, i* would go a long way
towards protectirgz developing couatries in the acquisition of new
production facilities by tr.nsfer of plant, equipment and technology from
the industrialized countries. By so doing, it will help greatly to create
a sense of security in the minds of development banks and str-engthen the

concept of trilateral co-voreration,

Guarantee systems for imter-Islamic investments

The new capital centres in the Islamic world have stimulated the
development c¢f a variety of legal and institutional mechanisms to
facilitate the flow of capital between the rich and the poor Islamic

countries,

The Islamic Governments have yet to adopt an inter-Islamic irvestment
code. Nevertheless, there exists the "Agreement on the Investment and the
Movement of Capital among the Arab Stalcs"”. This legal irnstrument was
approved by the Council of Arad Tconomic Urity (CAEU; in 157C, and
subsequently amended in 1973 and 1975. The agreement defines basic

principles governing inter-Arab investments:

(2) Arab Islemic capital shall be distinct from other forms of
foreign capital and investment;

(b) Aradb Islamic investment shall receive priority treatment;
(c) Arab Islamic investments in Islamic joint ventures shall be
encouraged a8 a means to promote economic integration;

(d) The conditions and rules, as well as sectors open to foreign
Arab Islamic investment shall be determined by the member
States of the CAZU and deposited with its Secretariat General;

(e} Areb Islamic investments shall be treated as national
investments;

(f) Arab Islamic investment shall be treated not less
advantageously than any other foreign investment;

(g) Nationalization and confiscation of specific Arad Islamic
investments shall be prohibited once they have been approved

by the Islamic host countries.

One major bo*tleneck in the flow of private capital between rizh and

poor Islamic countries was felt to be the lack of insurance cover against
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non-commercial risks. A guarantee system for inter-irad investments was

therefore institutionalized. The objectives of the Inter-Arab investment

Guarantee Corporation (IAIGC), established in 1972 in Kuwait, were
twofold:

(i) To provide insurance cover for investments with substantial
Arab Islamic equity against losses resulting frou non-

commercial risks;

(ii) To promote the transfer of capital within the Arab Islamic
region, particularly for inter-Arab project financing.

The guarantee operations cover three types of non-commercial risk:
(i) nationalization and confiscation; (ii) non-transferability of
principal and dividends; (iii) losses caused Sy war or puctlic civil

disturbances.

Two basic features in the Arab Islamic guarantce system are of

particular interest:

(i) %+ combines two complementary functions for investments: the
passive role of guarantee coverage, and the active role of

project promction, and

(ii) The Charter foresees co-operation wich regional and inter-
rational and national institutiorns frer industrialized
countries. Article 17 requires only a substantial Arab
Islamic ownerrhip in the projects, axnd tnis provision opens

the Arab scheme to trilateral arrangements.

As a result, the Arab Islamic guarantee system is already playing
an important role in promoting the flow between some Arab Islamic
capital-exporting and recipient countries, thus directl; enhancing the
private and public %nciative for development investments and,
indirectly, for multi-participant projects. This role can be extended

to cover othrer or the remaining Islamic countries.




Stock excharnzes in Islamic countries

At present, the Islamic world disposes of 14 stock exchances:

3zkrain - Marama Levanon - 3eirut

Zgypt - Alexandrizs and Cairo lalaysia - Kuzla Lumpur
Indonesia - Djakarta Moroccc - Casablanca

Iran - Teheran Pakistan - Lahore and Kzrachi
Jordan - Amman Tunisia -~ Tunis

Tuwait - Kuwait City Turkey - Istanbul

Kuwzit's stock market, now 25 years old, is the only exchange
functioning in a surplus state. Ranking eighth in the world,
Suk al-awarag, "the paper bazaar", as Kuwaitis call their exchange
had a 1980 turnover in the neighbournood of & 56 billion although

only 39 comparies are listed.

Progress towards setting up more stock exchanges in Islamic
countries would increase liquidity, mobility, and the independence i
of quasi-pudlic and private resources for direci investment

requirements,

iV. JCLT VETURZS IN TEZ CAPITAL GOCDS AID ZOGLNIZZRING 3ZCTCRS

"How does it feel to be free to develop an economy
without any financizl constraints? Well, it helps
you idexn’;ify 211 the other constraints.”

Shiekh Eisham fazer
iinister of Plaanirng
{ingdorm ¢f Saudi Aravia

The tasic thrust of development in the Islamic oil states is
-

concernirated on capital and erergy-intensive projects in the following
areas:

Aluminium Tatural gas ligquidi
Fertilizers Petrochemicals
liquefied natural gas Steel

(See Tatle 4 selov:)




Table 4

LARGE PROCESS PIANTS AND HIIAVY ENGINELRING INDUOTRIKS IN SOME ARAB ISILAMIC COUNTHIKS

WV PRESENT O4 PROSPECTIVE FOREIGN PARTHERS AND SHARES Wl!lli APPLICARLE

A =Siasting Preduciion or Already on Stream
8 = Under Construction/Subject te Flen Contract

C =Dalgn Engineering/Advanced Negotiations

D = EBarly Studies

ol

ressrvant (o] ]
Evtbmate hitien rovenuss B Export
Pepulation baireh Sollion Petrechemicals Fertitliens NGL LWG Relineries Aluminium Stee)
-8 Mitublhid t C, lteh §
othar SO /Saudi Arabla Basic ¥-A ARAMCO
Indusicier Co. (SABIC) S8% ownars)
1-C Mitsublin -+ othar 38%/ 1-A Saudia Arabia Fevtiliser Co./ Ras Tanura)
SARIC 0% Salce VA ARAMCO 3-C Reoyal Durch 1B *Nard 02t
SAUDYY My 1-C US. SheW/SABIC V-8 §O:cidental (Manager) swnars) Sheli/Petromin  1-D Seuthwire/ 0%
ARAMA Tm 1887 [§12] 1] 1.C Mebil/SAMIC 1-C Yaiwan Fertiliser Co./ Ras Tanura) euhsll SABIC $ARIC
1-C Dow Chenvcal Co./SABIC SABIC 1.8 (jubalt) 1-C Calten/Patromin {Juball) 0%
1-C Eunen/SABIC (TFC 0% output oNtake) 1-C {Yanbu) uball (Jubal)
1-D Celanese 4 Tanas Eastern/ obil/P etvoinin
(Yanbu
(AN projects at juball encapt AN deals 50-30 share
Mobll at Yanbu)
1-A Kuwalt Ot Ca.
A KCFC/PIC Misa al Ahmadl)
KUWAITY VLim [TR] 1 X ) 2-D Patrechamical Industries Co. Kuwalt Chamical Favtilirer 2-A walt Natlenal
(1978) Ce. new pirt of Patre- Peiroftum Co.
chemical Industiries Co, s”uu a)
1-A Caltex Haliar & Bretun,
SBAHRAIN 8.20m .28 [ X} 1-0 Bahraln/Xuwalt ewners) + SABIC 20%)
() joiny vanture Sitra) 1-A Aluminian
Bahraln (ALBA)
1-8 C & F Chinve W%/ 1-A Qatar Fartileer/ 1-A Kohe Stecd)
QATAR olm 4 22 1-D Qatar General Petroteum 1-8 Mok Hydre P N [} Qata Gavt,
(Vs) " (Unwm Sald) YD H{Gasca)
(Unwm Sald) Unwy. Sald)
Britivh
Petrotevm
Shel 13% + W% - Snamprogettl-ENA
1D Aby Dhabi Natlenal Oll Ce. Votat 15% + Total I§£ 3-8 (Superviser)/
§ ADNOC) 100% U8 Partex 3%/ 1A Ml '+ ADNOC
ABUS Auwals) ADNOC 40%/  Buidgastens (Ruwaly)
DtiAal 3 (Muwals) )
ADNOC $1%
(R} (Ruwals)
9.88m
{ne) Alcan-Southwire
1-A Suaningdale 78%
10 1A Niwhe (wal
DUBAY** B Dubal Natural 1.4%)
Gai Co, loead 8%
‘Du‘n 80% Dubal Aluminium
Jobad Al iDubl.I %
Jebel AlN)

® The Saudi stesl mill ja doemestically eslentated and sxperts from Qatar wil be te ether Gulf countifen,
t Eupansion profects. § One plant being rebullt alter axpleslon In 1970,
§ There ace vary long-term plans for petrochemiicals ln Abu Dhabd and LNG In Qatar.

V1t b Kuwalt) palicy net to have Wertern partners.
I Saudl Arabia requizas at leart 20

er cent share lrom forelgn partners; seme deals Indude guiput off-take commitments by fereign companies.

**Abu Dhabl ls the maln UAE preducer of LNG and NGL (Das hiland) and peuduciion of NGL at Ruwals s prlority davelopnisat. In Dabil NGL sutput will be uied by the aluminiunt smelier as weld 52 expaited.

Source:

Financial fimes, January 1980
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Other investments in the § 195 million range include plants for:

Cement “locks and tiles Battery acid

Bricks Galvanized aluminium
Heat processing Glass

Dairy products Fumiture
‘Steel-pipe Asbestos cement-pipe
Plastic piping Soft drirk vottling

The performance of established plants is encouraging. Saudi
fertilizer plants, for exampls, are proving to be very profitable ard
the experience acquired in opereting existing factories - the learning
curve — suggests that the new generation of projects will be "viable”

from their inception.

I% should, however, be recalled that large-scale industrial joint
ventures ccmbining inputs from the triad formed by Islamic funding
institutions, private and public participants {rom the industrialized
countries, and the labour and resources of non-oil Islamic countries
have only come imto being over the last few years. IY should alsc ve
vointed out that this irilateral concept of industrial developmeri is
still in the early stages of testing. The Zgyptian Talkha I complex
witnessed the combination of Islamic and IDA funds with United Xingdom
and Italian contracting services, while the giant 3Zangladesh Ashugan]
venture brought together Iran, the Federal Republic of Germany,
Switzerland, USA;D, IDA, ADB, and United Kingdom desiga and engineering

know-how,

Undoubtedly, the members of the teams that put these complicated
venturer together rave learnmed consideravly from their dealings with
one another, and experts at putting multilateral "packages'" together
have already emarged. However, it must be repeated that trilateral
co—operation in heavy industry calls for a heavy dose of empiricism
(bilateral co-operation in large projects can prove difficult enough),
and no prospective partner should expect a panacea - but participation
in a process of great pruwise, which, however, is still in the early

stages of evolution.




- 20 -

For the last ten years, UNIDO has been engaged in activities
cornected with the identification of feasible industrial project
proposals, and the exchange of information of project< in the pipeline
or already under active consideration for multilateral finarcing.

In line with the parameters of the present conference, UNIDC has
compiled a list of industrial projects currently being proposed as
co-operative ventures in non-oil Islamic countries (see Table 5 below).
The data have teen supplied by the project sponsors (private and/or
government ) and they are issued by the UNIDO Investment Co-operative
Programme Branch which regularly up-dates the data received.

The thirteen proposals listed provide a general impression of the
type of projects that are being planned in the Islamic countries.
Industrial projects of this kind entail risks as well as opportunities.
Success can only be assured if the projects are approached in a spirit
of harmonization of interests. A "winner takes all" philoscphy cannot
be permitted in the camp of any prospective partner for, if trilateral
co-operation is to succeed, every partner must be a winrer iIn his own

way or, in the long term, all partners will be losers.

In order that joint ventures in the capital goods and engineering
sector can become an effective reality, there is need for adequate
information and studies on existing capacities, how these are being
utilized, problems faced, potential and markets. This exercise should
involve regional Islami~ development finance institutions such as ID3,
KFAZD, etc. as well as national development finance institutions to
prepare the latter for the subsequent step of formulating new projects
and promoting them, UNIDO has assisted octher regional groupings in
the formulation and implementation of programmes for the development
of the capital goods and engineering industry sector. The
establishment of an integrated Islamic market and the strengthening of
trilateral and bilateral financial co-operation will further facilitate
tnis process - for example, the IDB, which is already financing Islamic
trade, could seek to¢ finance trade in capital goods and engineering

industries products.




Total project

cost including Foreign
Country Project . . contridution
working capital request ed
(S millions) au
1. Bangladesh Plant for 325 mtd Portland 36.2 Supplier credits,
cement clinker + 400 mtd techrology, 2quipment and
sulphuric acid training
2. Cameroon Cotton textiles complex 28.2 Equity participation,
technology, technical 2zd
marketing expertise
3, Guinea Factory to produce dry cell 5.2 Supplier credits, across-
and car batteries the-board training and
marketing expertise
4. Indonesia 165,000 tpa bleached Kraft 185.0 Supplier credits,
pulp plant licensing and expertise
5. Indonesia 15 - 20,000 mty refractory 20.0 BEquity participation,
project supplier credits,
technology and training
6. Malaysia 400,000 m2/year of ceramic 5.0 Joint venture, turnkey
floor tiles project
7. Mali Shoe factory, 375 -~ 500,CCO T.75 Joint venture, management,
pairs/year techmical and marketing
’ expertise
8. Mauritius 750 mty of furfural 2.9 Joint venture, management,
production from local technical and marketing
bagasse expertise
9. Senegal 400 mty of pharmaceutical 3.33 Equity participation,
cotton bandage suppiier credits,
technology and across-the-
board expertise
10. Sierra Leone 30,000 mty plant for white 125.3 Supplier credits, plus
raw and refined cane sugar management, training and
technical expertise
11. Somalia 100,000 mty cement plant 22.25 Supplier credits, plus
management, training and
technical expertise
12. Sudan Factory for 23 tpd of 5.0 Joint venture, supplier
particle board from bagasse credits, feasibility study,
licensing and technical
expertise
13, Upper Volta Factory to produce 40-50,0C0 1.5 Zquity participation,

car hatteries and telephone
accumilators per year

supplier credita, technical
expertise and training

Projecis selected from list propared by Investment Co-operative Programme of UNIDO




V. DEVELORLENT 3AKXS IN THE ISLAMIC CCUNTRIES

Current structure

To date five regional and twenty-five national development finance
institutions have been set up within Islamic countries (See Annex I),
in addition to a number of indigenous coumercial banks actively engaged
in develcpment finance. In the recent past, Islamic development funds

have, as . rule, shown a distinct preference for project lending as

opposed to general balance of payments support or programme lending.
Islamic funds generally believe that project assistance permits 2 more
effective allocation of development funds, arnd ensures a more direct

socio-economic impact through the development process.

Wrilz: project lending admittedly offers greater scope for optimum
investment decision-meking in individual cases, it is clear that, if
the volume of Islamic assistance 1s to increase, it will be necessary
to introduce programme lending in addition to project assistance. A
major cojective of such aid is the concep®t of "additionality", whereby
the flows of additional assistance should not merely replace
traditional sources, but increcase the total 7olurme of capitai invested
in the Islamic world. Islamic regional funds, therefore, generally
contribute to programme loans, only if both the industrialized
countries and intermational financial institutions are substantially
involved (in terms <[ evaluation, finance, tectnology, management,
market outlsts, et:.). Islamic countriss musi do all {they can to
strergthen their insvitutional infrastructure, particularly their
national development finauce institutions, so a2s to provide for
efficient abdsorption of these additional funds and their allocation to
sectors which promise the highest development potential. An
irtegrated approach zlong these lines offers grester chances of

success for common development odjectives, through risk-sharing and

more wide-spread involvement.




Apart from operzting as a vehicle {or channelling programue or
secter lending from the Islamic funds to tne non-oil Islamic countries,
national development banks also help in diversifying the resources
available for project preparation and implementation. rurthercore,
they operate as ideal outlets for financial assistance to medium- and
small-scale enterprises, thus developing private entrepreneurship as

well as distributing more evenly “he social benefits of industrialization.

Among the Arab funds, the Kuwait Fund uas been very active in
assisting national development banks because 1t believes that they

discharge certain essential development functions, such as:

- Chammelling institutional credit to medium and small
manufa_turers;

- Promoting the private sector for development purposes;

- Redistributing development assistance throughout all strzta
of society;

- Encouraging entrepreneur and manpower development for
industrial ventures;

- Assisting in evolving and upgrading an efficient evaluation
mechanism, as well as economic selection criteria;

- Promoting institution building at the national level.

Future uevelopment

The regional grouping of national development finance institutiors
in latin America, Africa and, more recently, in Asia and the Pacific,
could be used as an example by national Islamic development
irstitutions, and the Islamic national developmernt banks could open
their equity structure and policy management to participation by
Islamic development funds. Such a gesture would go a long way towards
fulfilling a basic requirement, that of improving investor confidence
n the management, profitability and financial security of industrial
projects in non-oil Islamic countries receiving Islamic development
funds. Participation of Islamic regional funds in the equity structure
and boards of directors of the Islamic national development banks would
give these funds a greater sense of belonging, and reinforce their
confidence in the luture and the security of their investment portfolios.
sross-lirking the developmert sarnking structure across the breadth cf
the Islamic world weuld also automatically encourage regioral

~o-oriiration of ilnvestment decision-mexing.




TI, SUIIARY OF POLICY APPROACET

In an address delivered to the Intermational Metalworkers!
Federatiorn in 1978 in lunich, Federzl Republic of Germany, Prafessor

W. Leontief, the Nobel Prizewinner, pointed out that:

"The dramatic rise in the nrice of oil has brought about a
great increase in payments that the less developed ocil-
exporting countries receive now, and will comtinue to
receive for many years to come, from the advanced
industrialized oil-importing countries. While a substantial
part of the potential payment surplus is being spent on
current imports, permitting the oil-exporting countries to
raise rapidly the level of their domestic investment and
consunmption, a large part of it is being loaned back to the
industrialized cc.viries. This ; -rmits the latter to
maintain a nhigher level of domestic investment and
consunptior than they would be zble tc efford if the costly
-il imports had to be paid for oy increzsed exports.”

"Miow 1f the irade surplus earned by the oil-exporiing

countries (that is now being returned in the form cf cepital

investment znd loans to the developed industrialized

countries) hzd instead been loaned to or invested in the

poor, less developed countries, they, in turn, could spend

it on additicral imports from the oil-importing

industrialized countries. The level of these additional

imports haprens to match closely that of the external trade

deficits that - according to projections referred to above -

the poor, less developed countries :hould pe ahle to

raintain while slowly catching up wi.th the developed

countries.”

The rise in the price of oil over the last five years has created

a new category of "rich-pcor" developing countries, twelve of which
belong to tre Islamic world. Except for ilgeria, Iran, Iraq and
Indonesia, these oil-rich Islami¢ countries find it diffic "t to invest
mich of their finzncial surpluses in their own economries because c¢f
narrovwriess of the resource base, absence of large-scale agriculiure
and scanty populations. Cwing to such inherent limitations in
absorptive capacities, the bulk of the enormous financial resources
available to these countries must be invested outside their borders, so
28 to support their domestic economies and living standards in the
futurs, when oil reserves are exhausted. It is pointed out, however,
that althcugh the financial surpluses mey in ‘he short term be invested
largely 1in real estate znd giant corporations in the industrialized

nountries, “ris 22uld ir the leng term nonceivadly creawe a conflict of




irtgrest beiween tle industrialized countries and the Islamic oil
countries in the non-oil era.

Cr the other hand, extermal invesiment would undoubtedly lead to
future zconcmic and social strength, were the investment directed
tovards the non-o0il Islamic countries, in order to fini -e agriculturel
production and complementary industries within ihe framework of an
integrzted Islamic common market. If this gozl is {o be reached, tke
0il countries rust be provided with sufficient incentive to use their
funds in cresting such an Islamic common market. In the final
analysis, this can be done only if the reguired pelitical will prevails,
and if realistic steps are taken to improve investor confidence in: the
security of regional investment, the prospect of 2 good running income,

and tre chences of capital zpprecistior in the future to cvercome

t-4

inflaticn. In practical terms, regicrnzl integration may best be
achieved by starting on a project-by-project basis, since demenstrable
successes may provide the strongest urge towards regional coherence.
It is zlsc suggested that the intrcduction of 2 partner from an
industrialized or developing country to supply %echnology, plant and
equipment, ecuity finance, manegement and rarieting expertise is not
only essential to the procurement of such inputs, but it may, in the
initizl phase, provide a strong binding force conducive to economic
irtegretior. In order to improve the effectiveness of trilateral
co-operation, it is suggested that: framework agreements be devised for
each third party country; redeployment of industry from the
industrialized to the developing countries be integrated into the
industrializatior of the Islamic world:; consequential loss insurance
scremes be devised; znd the investment guarentee systems for inter-
Iglamiz invesirents be improved. It is also strongly urged that
rztional development banks be used as financial intermediaries for
identifying and preparing banksble projects, for developing
entrepreneurship, medium and small enterprises, and for acting as
catalysts to attract foreign and Islamic oil funds into Islamic
industry. It is alzo suggested that the Islamic national development
tanks be intermat:onalized so as to reinforce pan-Islamic investor
conficderce., lastly, it is recommended that new stock exchanges be
opened in Islamic countries, so as to mobilize public and private funds

2nd 4o zrarrel miol funds inte viable industries within an integrated
g




ANNEX I 1.

NATIONAL DEVELOPMENT FINANCIAL INSTITUTIONS IN ISLAMIC COUNTRIES

Institution Ownership AuiZ;;:;;d z::f Operational activities Asgr::;f?o.

AFGHANISTAN

Industrial Bank of Afghanistan Government of Afghanis 900 mn 1972 | Industrial project financing; financial 50

P. 0. Box 14, Jada Afghanistan advice and asaistance to small-scale

Maiwand industry. Af 344 million was committed

Kabul to 12 projecta in 1976/77.

Tel. 23341-45

Cable/telex: IDBAKABUL

ALGERIA

Algerian Development Bank Government of Algerian dinars 1963 | The Bank is responsible for contact with n.a.

Immeuble Joly, 38 Algeria 100 mn. other financial institutions of the Arab

Ave. Franklin Roosevelt world, particularly as part of the policy |

Tel. 601329 of co-operation with African countries. o

Cable/telex: BADEV, Algiers Some DA 15 bn. in financing was committed e
internelly and externally in 1976, )

BANGIADESH

Bangladesh Shilpa Bank Government of Takas 100 mn, 1972 Mobilizes internal and foreign financing 640

P. 0. Box 975 Bangladesh to promote industrial development in

Agrani Bahan 9, Dacca Bangladesh. Some 70 projects rcceived

Tel. 282145-49 97 mn, takas ia loens in 1976/77.

Cable/telex: PRAKALPA

EGYPT

Development Industrial Bank Central Bank of] Egyptian pounds 1975 Financing domestic industrial enterprise 280

Post Office Bag Egypt 10 mn. and joint ventures with foreign partners.

110 Galaa Street In 1976/77 365 projects received some

Cairo 23.5 pounds in loans,

Tel. 970105; 938875

Cable/telex: DEVBANK/2643 Dibank '

UN




ANNEX I

NATIONAL DEVELOPMENT FINANCIAL INSTITUTIONS IN ISLAMIC COUNTRIES

L

Institution Ovnership ‘“::;I:::d Year Operational activities Approx, no.
GABON
Gabonese Development Bank Government of CFA francs 4 bny 1960 Half of BUD's resources are currently 1C0
P. O. Box 5, Avenue Ballay Gabon applied to d~mestio industrial projects;
Libreville . 24 of which were financed in 1976.
Tel. 721883; 722489
Cable/telex: CREDIGABON LIBRZVILLE/

543060
JNDONESIA
Indonesia Government of Rupiahs 50 bn. 1960 Developmert finanoce in industry, 7€0
P, O. Box 140, Jalan Gondangdia Indonesia tranaportation, tourism, and smull-scale
Lama No. 2-4 manufacture. In 1976, Bapindo extended
Djakarta Rp. 38 bn. to 79 industrial projects, '
Tel. 349881-) 55% of which went for oement and paper- N
Cable/telex: BAPINDO,O1.44214 milis, T
IRAN
Industrial Credit Bank Government of Rizls 8.6 bn, 1956 Nearly RI. 34 bn, was committed to 198 30
Ateshkadeh Ave. Iran projectc in 1976/77. Emplasis is placed
Tehran on medium-soale enterprises and the
Tel. 301434-9 geographiocal decentralisation of
Cable/telex: BANKSANATI/212839 ICB industry.
1R

JORDAN
Industrial Development Bank Government of Jordan dinars 1965 Loans up to 504 of the cost of projects 150
P.O. Box 1982 Jordan 374, 6 mn, in industry or tourism, JD 3.5 mn. was

Majles Al-Omneh Street
Jabal-Amnan

Tel. 42216-9
Cable/telex: BANXSINAI/1349 IDB JO

private banks
63%

loaned to 63 industrial projects in
1976.




ANNEX I

NATIONAL DRVELOPMEFNT FINANCIAL INSTITUTIONS IN ISLAMIC COUNTRIES

Institution Ownership Auﬁ:;:::gd :::f Operational activities Aggrg:;fgo.

KUWAIT
The Industrial dank of Kuwait Oovernment of Kuwaiti dinars 1974 Domestic and foreign joint venture 15
P. O. Box 3146 Safat Kuwait 49%, 10 mn, financing 22 projects received KD 22.4
Oman Street, Kuwait private 51% mn. in 1976.
Tel. 442000-3
Cable/tclex: BANKSENAEY 24€9 KT
LEBANON
National Bank for the Development | The (overnment | Labanese 1971 Promotes industry and tourism through 30

of Industry and Tourism (51%) and 46 pounds 60 mn, financing medium- and long-term projecte
P. O. Box B412 banks (49%) within the framework of the States
Rue Fouad Chebab Imm, SNA, economic policy for development. '
Tabaris ~ Beirut P
Tel., 24 03 70-3 .
Cable/telex: INMABANK
1IBYA
The Industrial and Real Estate Government of Libyan dinars 1965 ®inances domestic industry and n.a.

Bank of Libya Libya 45 mn, construction, 109 projects were extended
P, 0. Box 2297, Shouman Street an ov.rall ILP 39 mn. in 1976.
Fashlun, Tripoli
Tel. 46031-3
Cable/telex: SANABAK/20309
MALAYSIA
The Developuent Bank of Malaysia Government of $ ¥ 100 mn, 1973 sroject financing in the industrial and 110

Ltd.
P. O, Box 2352
17 Jalan, Melaka
~«»la luampur
cel. 290332

Cabie/telex: BANKMAJU

Malaysia 92.5%,
private 7 .5%

tourist sectors.
a total of $§ ¥ 15 mn. in 1976.

47 projects received




ANNEX 1

NATIONAL DEVELOPMENT FINANCIAL INSTITUTIONS IN ISLAMIC COUNTRILS

Institution Ownership Au:?;iiz?d zggf Operational activities Ag?rifa?ﬁ'
MORDCCO
National Bank for Economic Govermment of Dirhams 70 mn. 1959 Project financing, increasingly of medium- 140
Developmert Morocco 48.54%, sized projeots., A total of DH 858 mn,
P. 0. Box 407 private 51.46% was extended to 75 projecte in 1976.
12 place des Alaouites, Rabat
Cable/telex: BAIMAROC/Rabat 31942
PAKT STAN
Industrial Development Bank of Governmeat of Pakistan 1961 Pinances and assists small and medium- 680
Pakistan Pakit tan rm;.ces 50 mn, sized industrial concems in the private
P. 0. Box 5082, Wallace Road sector. In 1976/77 PR 102.5 mn. was
Karachi loaned to a total of 69 projects. |
T21, 2285359 o
Cable/telax: INDEBA/23722 IDBP PK Nl
'
SAUDI ARABIA
Saudi Industrial Development Fund Jovernment of Saudi riyals 1974 Industrial development in the Saudi 230
P. 0. Box 4143}, Al Washam Baudi Arabia 3.5 bn. plus private sector with emphasis on further
Rivadh 5.25 bn. for electrificaticn of the country. 143
Tel. 33755 electricity projects re-uived a total of SR 1.94 bn.
Cable/telex: BANKSINAIE/20065 projects in 1976/’]'(.
SIDFUND 8J
SENEGAL
Senegalese Union Bank Government of CFA francs 1961 Investments in industrial sectors assigned 180
P. 0. Box 56 Senegal 75.54, 2 bn. priority by the public authorities. A
17 blvd. Pinet laprade, Dakar private 24‘575 total of CFAF 2.4 bn. was committed to 13
Tel., 51188 industrial projects in 1976,
SOMALIA
Somali Development Bank Government of | Somali 1968 | From 1969 to 1976 64.5% of SDB 1oanfs. or 120
P. 0. Box 1079, hogadiacio Somalia shillirgs 508h ‘10 mn., have beon applied to 43
Tel. 38000, 32028 200 nn. industrial projects within the framework

Cable/telex: BANKHORUMAR/635 SDB
MOG SR

of the State Development Programne.




ANNEX I

NATIONAL DiVEIOPMENT FINANCIAL INSTITUPIONS IN ISLAMIC COU™TRIES

Institution Ownership Auzzgiizid z::r Operational activities Aggrg:;rgo.
SUDAN
Sudan Development Corporation Qovernment of $ US 500 mn. 1974 Provides financial, technical and 60
P. 0. Box 710 Sudan managerial assistance to revenue-bearing
69 Africa Road, Khartoum projects in agriculture, industry, and the
Tel. 79536, 79540 pervice sector.
Cable/telex: DECORP/427 kM
SUDAN
The Industrial Bank of Sudan Government of Sude 1ese 1961 Development loans to private irdustry, 60
P. 0. Box 1722 Sudan pounds 5 mn, Twelve projects received a total of
United Nations Square, Khartoum 15d 2.1 mn, in 1976, !
Tel. 71223, 71283 Y
Cable/telex: SANAIE/456 .
TUNISIA
Economic Development Bank of Government of Dinars 10 mn, 1959 Project financing and apsistance to thu 18C
Tunisia Tunisia 29.5%; private sector, BDET extended a total
68 Ave. Habib Bourguiba IFC, Libyan, D 22 mn, in loans to 127 projects in 1976.
Tunis Kuwait and
Tel. 245600 other banks
Cable/telex: SNITUN/12382 70.5%
TUNISIA
Tunisia Banking Company Government of Dinars &4 mn. 1958 Project loans largely to the tourisn, 140C
1 Ave. Habib Thameur Tweisia 524, + Fund of transaport, construction and building
Tunis private 48% D 67 mn. materials mec*ors. loans totalling
Tel. 258000 D 15.3 mn. were committed to 212 projecto
Cable/t=lex: SOTUBANK/12376 in 1976.
TURKEY
The State Investmert Bank Government of Turkieh lire 1964 DYB provides project financing for state 170

Milli Mitdafaa Cad. 20

Bakanliklar, Ankarz

Tel. 256310

Cable/telex: YATIRIMBANK/42606 DYB

Turkey

2 bn.

economic enterprises. IT 11 bn. was
committed te a total of T4 projects in

1976.




ANNEX I

NATIONAL DEVEIOPMENT FINANCIAL INSTITUTIONS IN ISLAMIC COUNTRILS

Institution Ownersahip Auzz::::§d Z::r Operational activities Aggrz:;r¥o.
UGANDA
Uganda Development Bank Government of Uganda 1972 Projeot financing for public and 8o
P. 0. Box 7210 Uganda, Bank shillinga private enterprises. Eight industrial
14 Parliament Ave. of Uganda 100 mn. projects received a total of USh 40 mn.
Kampala in 1976.
Tel. 30740
UNITED REPUBLIC OF CAMERONN
Cameroon Development Bank Government of CFA francs 1960 Finances public and private enterpriae 190
P. 0. Box 55 vamerocon 99,33 1.5 bn, projects consistent with the National
Rue du Mfoundi private 0.67% Plan. CFAF 12 mn., was extended to 14
Yaoundé projeots in 1976/77. i
Tel, 220007 -
Cable/telex: BANCAD/8225 KN \
UPPER VOLTA
National Development Bank Government of CFA franos 1962 Project loans concentrating on 140
P. 0. Box 148 Upper Volta 1.1 bn, agriculture and agro-industries, Seven

Ouagadougou

Tel. 329-96/97/98

Cable/telex: BANADEVEL OUAGA/5225 UV

72.73%, and
five othera
holding 22.274

projects received a total of CPAF 4.6
mn. in 1975/76.




ANNEX II

The market of the Islamic Conference

Total Sxports

1978-79 Compounded
(millions of annual increase
dollars) (percentage)
1973 -178

Afghanistan 322 N.a.
Algeria 5,860 25
Bahrain 1,890 32
Bangladesh 400 N.a.
Cameioon 802 17
Chad 99 21
Egypt 1,7 9
Gabon 393 26
Gambiaz 58 n.a.
Suinea 330 48
Indonesia 11,6C0 120
Iran 22,55€C 29
Ireq 11,010 41
Jordan 3ce 32
Kuwait 1C, 460 26
Lebanon €25 0
Libyan Arab Jamahiraya 9,500 22
Yalaysia 54937 45
Yali 94 12
Morocco 1,51C 11
Niger 262 33
Oman 1,31C 36
Pakistan 2,051 18
Qatar 2,320 30
Saudi Arabia 37,94C 37
Senegal 411 14
Sierra lLeone 122 1
Somalia 84 14
Sudan 518 4
Syria 1,C5C 25
Tunisia 1,110 21
Turkey 2,280 12
Uganda 59¢C 16
United Arab Tmirates 9,050 38
Upper Volta 55 22
Yemen A.R. 7 14
Yemen P.D.R. 221 20
Total Conference market 145,051 25.6

Total ZZC 458,544 16.3
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Total Imports

1978-79 Compgunded
(millions of an?::;i:;:‘z?e
dollars) 1973 - 18

Afghanistan 681 n.a.
Algeria 7,820 27
Bahrain 2,040 32
Bangladesh 1,294 n.a.
Cameroon 1,050 26
Chad 1864 18
Gabon 31 44
Gambia 141 n.a.
Guinea 260 31
Indonesia 6,770 22
Iran 19,190 41
Irag 5,800 45
Jordan 1,5CC 35
Kuwait 4,610 34
Lebanon 1,700 )
Libyan Arab Jamahiraya £€,140 28
Malaysia 5,265 Nea.
¥ali 203 1C
Morocco 2,57C 21
Niger 270 26
Oman 947 52
Pakistan 4,06C 46
Qatar 1,19C 44
Saudi Arabia 22,850 63
Senegal 625 17
Sierra Leone 181 9
Somalia 201 22
Sudan 1,19C 22
Syria 2,45C iz
Tunisia 2,120 25
Turkey 4,548 17
Uganda 241 8
United Arab ILmirates 4,890 43
Upper Volta 209 28
Yemen A.R. 1,140 67
Yemen P.D.R. 324 17
Total Conference market 112,635 30.5
Total TEC 460,430 16.4




ANNEX IV

The market of the Islamic Conference
Steel consumption a)

1977 Compounded annual

(tLousands of increase (percentage)

metric tons) 1972-77
Afghanistan 24 84
Algeria 1,973 22
Bahrain 14 9
Bangladesh 79 =57
Egypt 1,010 -1
Gabon 129 1
Guinea 179 11
Indonesia 1,210 7
Iran 4,689 21
Iraq 7€9 9
Jordan 88 20
Kuwait 630 27
Lebanon 242 -11
Libyan Arab Jamzhiraya 630 6
Malaysia €36 =25
Norocco 806 18
Pakistan 73 83
Saudi Arabia 1,969 28
Senegal 72 5
Sierra Leone 12 -6
Sudan 174 16
Syria 591 16
Tunisia 381 4
Turkey 5,124 12.2
Ugandza 10 -1
Total Conference market 22,114 1149
Total EEC 1€1,018 - 4.2

a) Member states for which no steel consumption data are available are not
listed.




|
(oY)

wn

¢ ANNEX V

The market of the Islamic Conference

Electricity production and energy consumption

Electricity production Energy con ion
(estimates) per capita
Compounded annual (coal equivalent
(kWh million) increase (percentage) in kg)
1978 1973-78 1976
Afgharistan Nea. Nede. 15
Algeria 4,650 15 730
Bahrain 896 27 11,998
Bangladesh 1,470 10 45
Cameroon 1,350 4 98
Chad 61 4 23
Egypt 13,000 10 473
Gabon 456 22 1,279
Cuinsa 500 1 93
Indonesia 3,500 10 285
Iran 18,00C 15 1,490
Iraq 5,000 16 125
Jordan €00 19 527
Kuwait 6,020 13 9,198
Lebanon 1,600 1 533
Libyan Arab Jamahiraya 1,500 21 1,589
Melaysia 70 12 30
Kali 98 7 27
Morozco 3,590 8 273
Niger 7C 7 35
Oman 550 33 696
Pakistan 2,000 22 1,402
Qatar 900 20 25,236
Saudi Arabia 2,500 0 24927
Senegal 455 5 156
Sierra Leone 200 -1 112
Somalia 45 2 47
Sudan 810 15 143
' Syria 2,040 11 144
Tunisia 1,790 13 456
Turkey 21,600 13 743
Uganda 725 -3 28
United Arab Emirates 7C0 22 13,222
Upper Velta 70 14 18
Yemen A.R. 65 18 41
Yemen P.D.R. 18C -1 324
Total Conference market
97,061 11.8 2,106

Total =EZC 1,1¢2,9CC 4.3 4,884
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QUANTITY OF ISLAMIC COMMUNITY PRODUCTION FOR SELECTED COMMODITIES
AND THEIR SHARE IN WORLD PRODUCTION (1976)

QUANTITE DE PRODUCTION DE QUELOUES PRODUITS DE LA COMMUNAUTE ISLAMIQUE
ET LEUR PART DANS LA PRODUCTION MONDIALE (1976}

{1000 metric tons except {1000 tonnes métrigues quand
when specified otherwise) l'unité n'est pas marquée)
Community Share in world
Product production production Produit
and et
unit Production Part dans la unité
communautaire production mondiole

Natural rubber 2505 70.35 Caoutchouc naturel
Crude petroleum 1337 591 46.70 Pétrole brut
Tin-bearing ores (m.t.) 85 832 40.53 Minerais stanniferes (t.m.)
Mutton and lamb meat 1622 24.93 Viande de mouton et d‘agneau
Crude olive oil 378 23.42 Huile d’olive brut
Live sheep (1000 heads) 215 865 20.84 Cheptel ovin (1000 tétes)
Natural phosphates 23625 19.93 Phosphates naturels
Rice oU 384 14.38 Riz
Rawotton 1610 13.13 Coton brut
Coffee beans 466 12.83 Graines de café
Manganese-bearing ores 1180 12.53 Minerais monganésiferes
Natural gasoline 3344 12.27 Essence natuielie
Cotton yarn, pure 577 11.97 Filés de eoton, naturels
Chromium-bearing ores 438 11.18 Minerais chromiferes
Lorries, assembied (number) 48 366 10.92 Camions, assemblés (nombre)
Live cattie (1000 heads) 127 777 10.54 Cheptel bouvin (1000 tétes)
Tobacco 594 10.53 Tabac
Wheat 43 395 10.37 B¢
Sawnwood (1000 cubic m.) 8303 8.54 Sciages (1000 m. cubiques®
Cocos 106 7.81 Cacoo
Butter 379 6.09 Beurre
Milk 25175 5.80 Lait
Raw sugar 4577 5.44 Sucre brut
Cement 37 210 508 Cinlent
Refined sugar 2 467 4.79 Sucre raffiné
Lead-bearing ores 138 4.09 Minerais plombiféres

Scurce: Journal

of Zconomic Co-operation emong Islamic countries,

Ankara, July 198C




ANNEX VII

AVERAGE ANNUAL RATES OF GROWTH OF MONEY SUPPLY, GNP and CONSUMER

PRICES (1973 - 78)

TAUX D'ACCROISSEMENT ANNUELS MOYENS DE LA MASSE MONETAIRE, DU PNB ¢t DES
PRIX AUX CONSOMMATEURS (1973 - 78)

(percentages) (pourcentages)
Money supply GNP . Consumor
(current prices) prices:
PNB Prix qux
Maosse monétaire (prix courcnts) Consommateurs
Algeria 23.1 26.4 10.2 Algerie
Bahrain 271 - 19.3 Bahrein
Bangladesh 136 23.6 16.8 Bangladesh
Cameroon 215 185 13.5 Caméroun
Chad 239 - 9.8 Tchad
Gabon 315 409 16.8 Gabon
Cambis 12.6 238 14.5 Gambie
Indonesia 30.0 26.4 19.3 Indonégie
Iran 31.1 30.3 15.3 Iran
Ing 328 44.0 8.1 Irak
Jordan 21.6 20.8 128 Jordanie
Kuwait 29.8 16.2 8.9 Roweit
Libyan A. Jam. 29.5 26.4 7.1 Jam. A. Libyenne
Malaysia 142 14.0 6.7 Malaisie
Mauritania 226 8.3 11.2 Mauritanie
Morocco 195 15.8 11.2 Maroe
Niger 24.1 13.6 Niger
Oman 35.5 - 48.2 Omean
Pakistan 15.8 20.8 14.0 Pghistan
Saudi Arabia 56.2 40.7 18.7 Arobie Séoudite
Senegal 234 12.2 125 Sénégal
Somalis 27.8 144 Somalie
Sudan 29.2 25.6 17.3 Soudan
Syria 29.6 26.6 41.8 Syrie
Tunisia 1€.3 16.1 6.4 Tunisie
Turkey 325 33.9 245 Turquie
Uganda 271 31.7 499 Ouganda
UALE 42.9 449 EA.U
Upper Volta 20.6 154 Haute-Volta
Yemen AR. 60.3 32.3 22.9 Yémen, R.A.
Yemen P.D.R. 29.1 10.0 Yémen, R.D.P.
Source: Journal cf Zconomic Co-cperation among Islamic Countries,

Ankara, July 19&C




ANKNEX VIII

CENTRAL BANK POSITIONS, 1978
BILAN DES BANQJES CENTRALES, 1975

(million §) {millions de §)

Assets . Avoirs Liabilities - Engagements

Foreign Domestic Foreign Reserve Govemment
money depasits

Monnaie Dépdts

Extérieurs  Intérieurs Exteérieurs de réserve  de I'Etat
Algeria 2 305.4 59718 60.2 7501.6 7501.6 Algérie
Bahnin 507.9 974 275.9 58.9 Bahrein
Bangladesh 316.6 658.0 334.4 571.9 - Bangladesh
Cameroon 55.5 441.0 (¢) 67.7 305.0 99.7 Caméroun
Chad 13.9 114 4 (c) 27.8 84.4 5.2 Tchad
Gabon 25.0 193.9 (¢) - 166.8 19.2  Gabon
Gambia 26.1 27.3 (c) 16.5 21.6 4.3 Gambie
Indonesia 2674.9 5516.6 13635 2955.4 64.6 Indonésie
Iran (1) 12 808.6 10 351.2 - 10 400.7 72822 Iran(l)
Iraq (2) 45944 217.4 (¢) 135 2 460.4 16474 Irak (2)
Jordan 976.6 193.2 (a) 1023.6 107.2 Jordanie
Ku 7ait 26115 - 1172.6 1011.0 Koweit
Lebanon 22239 3321 1 791.7 571.0 Liban
Libyan A. Jam. 5041.0 3 823.7 (b) 7.7 4579.9 14379 Jom. A. Libyennz
Malaysia 335..3 174.9 (a) 21555 771.9  Malaisie
Mali 211 387.6 (¢) 227.1 153.7 Mali
Mauritania 79.2 93.8 95.6 479 2.8 Mouritanie
Morocco 664.9 2094.2 282.5 2211.2 244 Maroe
Niger 128.3 51.8 (¢) 11.0 126.7 355 Niger
Oman 414.9 142.7 (a) 105.4 256.2 1644 Omon
Pakistan 783.0 3226.2(¢) 688.2 2675.1 47.6 Pchkistan
Qatar 222.2 22.9 (d) 201.6 326 Qatar
Saudi Arabia 60015.1 13.092.0 34.C81.4 Arabie Séoudite
Senegal 18.8 379.8 (¢) 110.9 267.0 8.9  Sénégal
Somalia 130.4 221.7 33.3 187 4 90.9 Somalie
Sudan 31.5 22290 659.2 12545 134.8 Soudan
Syria 4471 32218 349.9 2 648.9 508.4 Syrie
Tunisia 411.3 542.6 (c) 54.8 680.0 877 Tunisic
Turkey 1861.4 11 488.7 936.0 7 945.0 614 Turquie
Uganda 52.7 760.1 44.4 659.1 - Ouganda
U.AE. 887.2 678.1 126.9 1109.7 3695 EAU.
Upper Volta 36.3 63.6 (d) 134 72.7 25.7 Haute-Volta
Yemen AR. 14236 80.9 0.9 12281 222.0.  Yémen, R.A.
Yemen P.D.R. 189.1 288.4 (a) 60.1 363.7 Yémen, R.D.P.

Fsd

Sourze: Journal of IDconomic Co-operaticn among Islamic Countries,
Ankara, July 1300
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