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lRTllODUCTlOR 

'Ibe Organisation of the ltl-ic Conference, henceforth OlC, va• 

eatabliahecl in March 1972 by the 'Ibird lalaaic Conference of Foreign 

Hiniatera, Meting in Jecldah, Saudi Arabia. In it• founding charter the 

organisation'• objective• were defined, inter alia, a• the "pr0110tion of 

lalaaic solidarity in ...a>er coun~riea, conaolidation of the co-operation of 

--1>er countriea in economic, aocial, cultural and acientific and other vital 

field• of activity. 

'Ibe OIC'• .. in bodiea are tbe !•1-ic S.-it Conference, compr1nng 

90llarch• and head• of gnenment, the lalmc Conference of Foreign Hiniaters, 

the aixteentb of which Mt ia Fez, Morocco in January 1986, and the General 

Secretariat, the aeat of 'llhich ia in Jeddah. '!be OIC bas alao aet ap a DUlllDer 

of aubaidiary oqm auch aa t~e Ialmc Solidarity Fund, a financing agency, 

and apecialised inatitationa each aa the Statiatical zCODOmic and Social 

Reaearch and Training Centre for the lalaaic Countriea, the Ialmc Centre for 

Vocational and Technical Training and Reeearch , the Ialaaic Founclatiou for 

Science, Techuology and Develop.eat and th~ lalaaic Development Bault, the 

leading lala.i.c ~elop.ent finance inatitution. 

. A c01miaeion of the whole, the Ial .. ic eo..iaaion for Economic Cultural 

and Social Affaira, meta twice a year to aupeniee, co-ordinate and re'riev 

tbe effort• to p~e econmic co-operation --a the member Statu. 

for koaoaic, Technical and Colimercial 

Co-operatiua --. mellber State• of the nIC" c- into beiaa.. It prnidea for 

the tranafer of capital aad iDYeat:meDta, eatabliabaent of joint project•, 

creation of opportnitie• for i•e•tmeete in •uch projects and uxi­

utiliution of tbe potential for food production in --.r atatea. 'l'be 

Aare-nt alao avieqe• trade liberalisation, co-ordia"don of trMe 

policiee, re11GTal of cuato.e barrier•, and otber .. aaare• to promote 

c~rcial co-operation. Ae a atep toward• i:::'l-~tatioa of the General 

'ar.-nt, an &ar.-at on Promotion Prntectioa and Guarantee of l•••tmeata 

.lllODI Mellber Stat•• va• drafted, the aia of vbicb ••• to foster and f.cilitate 

capital flow• within t~, .. OIC ..-.r countrie•. · 



- 3 -

Arabian Peninsula and the Far Eaat. 

The only integration 11eaaure ao far vbich baa acme more tangible content 

than the General Agreement ia the Agree..nt for Promotion, Protection and 

Guarantee of Inveat.enta 8llODg OIC 9e8ber States which, although adopted in 

1981, baa not yet been ratified by auffir.ient Statea•(lO) for it to enter into 

force. The aia of tbia Agreement ia pemi.t the flov of investment capital into 

the member atatea and to protect such investment• f roa expropriation or 

diacri.ainatory legislation by tbe boat government. It alao provides for the 

repatriation of capital upon ten i "."&tion of an investment, but •oe• uot 

provide for the reaittance of prof ita. 

Aa Prof. Bienhaua poiuta out, usually, the pattern of integration atarta 

with the aucceaaive reouction of intra-group tariff•, vbile liberalizatiou of • 
factor 110vementa ca.ea at a much lat~r atage. The OIC baa reveraed tbia 

procedure, perhaps becauae trade liberalization would have little iapact in 

the OIC context. Trade between Ialaaic comatriea "ia, on the average and alao 

for 90at indiriclual countriea, rather iuigoificant in quaatity, highly 

concentrated with reapect to 'both the mmber of traded gooa_ ( .. inly raw 

.. teriela) and the importance of particular countries in iatra-Ialmaic trade, 

coaiderablJ polarised (i.e~ directed .. ialJ to •ly a few importia& countrfoa 

in the MuaUa world, ad arowiaa at a alcNer rate ·tu. tbe total trade of the 

Ialaaic coantdea." llo.e'ftr, lil»eralisins the .,.ment of capital tritbout a 

reduction in tariff a .eau that t19e prodaction oatpat of Ialmic joiat 

venture• b confined to to tbe aatioaal •rlrat• of the cCRaCriea in which they 

are located. Liberalization of capital traufer• without liHralising the 

eJrch•nge of good• vould 11erel7 favour the induatrially more deYelope41 Ialaaic 

countries with lar1e dameatic .. rketa, ~ile the le•• devel.,,..t Ialaaic 

countries would have .,,en leH cbaece of attractiaa inveatora and new 

indunriea. 

Ia the view of Prof. •ienhaua, an "appropriate" trade liHralbatioa 

ac~emc ¥OU14 1i.. the l••• developed OIC eoaatrie• ace••• to iatra-OIC .. rketa 

""il• aifor4iaa tbea aome ... •are of protectf.oa agaiut illporta to their 

infaat indutriH. Aa wi.11 k •bowa klow, auch a lf.beraU.aati.oa ac.._ ..,.14 

&l•o cootribate to the pr0110tioa of l ..... trial project• ia the ... iter OIC 
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the first euch annual meetiag took place in Geneva in 1983 and couiderecl 

"mechani ... for inveateent and joint venture•• •• one of five priority area• 

for co-operation between the OIC aad the UR. It vaa agreed that Ul1DO ahould 

act aa lead agency in prC1110ti111 co-operation in thia priority area. and a taak 

force vae •et up within the organisation to apearhead auitable follOIMJP 

action in thie area. UIIDO'• lnveetMDt Co-operati'ft Progr~ (now Induatrial 

Inveeblent Department) waa designated aa the focal point for auch follow-up 

activitiea. 

Since then, UllIDO ha• devoted conaiderable effort to the promotion of 

incluetry in OIC countriea 1 in particular through joint venture• between 

partners in different countrtea. Five aubetantive papers ban been preparect2 

and an inventory oi UIIDO documentation relevant to the aubject of investment 

mecbani ... and joint venture• - model contract•, ~how agreement•, .. nual 

on joint venturee, country inveablent profilea vaa drawn up. the Taak Poree 

alao compiled a liat of ongoing technical co-operation activitie• of UlllDO 

aubatantive diviaion•. eapecially thoee project• likely to lead to investment 

and joint venture•:t and of meeting•, aeainara, worbhop• abd training 

progr...e• to be organized for the Ialaic epecialisecl inatitutiona. Propoaala 

for future technical co-operation to be mplemeuted in OIC countrie• by UlllDO 

alone or with U1' aiater orgaui&ationa were aublaittecl to UBIDO'~ Executive 

Director for diacuaaion with the OIC • 

Co-operation between UBIDO and the OIC progre•8e4 a atage farther vitb the 

holding of the Second General Meeting between the Secretariat• of the United 

Ration• and other organizations of th-. UI Syatea aad the Secretariat of the 

OIC in Geneva on 28-30 July 1986~ aevimns proereH in the area of investment 

mec:hani ... and joint venture•, tbe meetiag noted "vith deep aatiafaction the 

·.:lose and wide-rangina co-operation between UllDO aDd the variou• OIC ageacie• 

and apecialized institutions 1ucb a1 the Statistical konoiaic and Social 

'leaearch and Traini111 Centre f~r the I•l~ic Coolatri••• the Ial .. ic Centre for 

Vocational and Technical Trainiaa iind leuarc1', tlae lal-ic Centre for 

Development of TTade, the lal•ic Cbalber of C-...rce1 Induatry and "'C-111111ia ~,.. 

Eu:bance and the Ial•ic Development laalt1 and eacoura1ed in partic.alar tbe 

oaa~iaa atudy of UIIDO'• propoaala for the d~•lop919t of an inte1rat~d 

.. cbani ... to evoive joint venture• in t~• procluctioa of •pacified co..oditie• 
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the comaitment to lala aa a force for change ahould however not be 

unclereati-ted: progreaa _.,.be alov1 but it ia there, ancl _., be expected to 

gain .a11entum aa th~ polit~cal organa and apecialized inati~utiona of the OIC 

'· .. ture·. ·Pakistan ·proddea -..a·:ezaaple.. of .. country· which· i• leading the vay · ia · .. 

Ialaaicizing ita cc..ercial and banking 3ectora. 

llany people think that the only difference ~etveen Ialaai.c and traditional· 

banking ia the prohibition of intereat on loan• in the caae of the latter. 

Although d!ia ia an iaportant difference, it ia by no .eana the only oae •. 

ea..ercial relations in Ialaic countriea are baaed far llOre on·aolidarity and 

partnership concepts than in the Weat. !bua for a bank to put a company into 

bankruptcy for non-pay.eat of :.ntereat OD a loan, thereby putting hundreda of 

people out of vorlt 1 ¥ou?d be nothing out of the ordinary in ao.e veatern 

industrialized coun'Yiea. In •a Ialaic context, auch action would not be 

acceptable on ethical ground~, and alao probably not be feaaible aince Ialaaic 

baalta clo not normally grant loan finance, but ahare in the profit• (anJ 

loaaea) of an enterpriae 1 either a• abareholdera or on the baeia of a 

profit-aharing agreement. 

'l'bere are probleua in baaing all financing on·profit-and-loH aharing 

concept•: profita can only be aacertainecl ner a certain period of time, they 

can be eaaily unipulated by an unacrupuloua entrepreneur, and they can 

fluctuate over abort period•; however, in acme lalaic countrie• 1 not.bly 

Paltiatan, conaiderable progreH ha• been llade in finding aolutiOD8 to these 

problem and it ia already clear that an intareat-free b~altina ayat• ia a 

•iable alternative to the intere•t-ba•ed ayate.. 

In the courae of the next few yeara 1 therefore, the adoption of Ialaaic 

financing technique• .. ., be expected to .. lte rapid progreaa in OIC countriea 

a• the DUllber 0£ Ial .. ic financing inatitution• and the acope of their 

activitiea expand1. Alr•ady, there are 30 auch inatitution1 operatina in the 

OIC countriea and a further 20 operating in other COUDtriea. The total value 

of the funda they lianaae.ia eatiuted at between 13 and 15 billion (thouaand 

•illiou) US dolt.re. !be further dnelopMDt of X.l•ic baaltina in tbe OIC 

countdea ia likely to be a aipificant factor in pro.otiaa induatrial 

dr1elop119Dt in th••• couatriea, aince only th••• baalta will be able to 
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financially viable. i.e. that 

the toJtal iaveat.eat in building•. -chinery. pre-operating 

"expeaditurea · and ..Orkf.at tpital "will ul~i.aati!ly be recnered by ... ~; . ... 

the net profit oa ••le.. after deducting operating expenditure• aod 

taxec, and allowing for a return on investment vbich ia coapetitive 

vith alternative uaea of the funcla 

the fund• contributed by the project pr0110ter• and thoae it 

generate• froa operationa will at all ti.ea be aufficieat to 

aatiafy ita financial obligation• to third partieaauch aa trade 

creditor•. equipment supplier• a bauka. 

If the project ia to receive finance fr011 official aourcea auch aa 

a State development corporation or bank, ita ecoaoaic viability will alao 

be evaluated at the preparation stage by perforaing a social coat/benefit 

analysis. Thia .eana that ita effect on the national economy will be 

measured. Since moat developing countriea are net iaportera of capital, 

the project'• effect on the balanc£ of payaeata will be crucial to ita 

econoaic viability. It will therefore be neceaaery to coapute tbe total 

foreign currency outflOWfl cauaed by the project ner ita expected 

lifetime. e.g. for aaclliaery and equipment and for rn -teriala, and 

coapare theae with the foreign currency inflova ner ita life, e.g. froa 

export aalea. A Hvi.ng_ in iaporta (the •iaport aubatitution• effect) 

would alao be regarded aa an inflow for thia purpoae. In order to even 

out the ef fecta of different tiaing of the outflova and inflows tbey 

would normally be discounted bock to present valuea at a rate 

representing the opportunity coat of capital to the investors. If thia 

C"9putation re1ult5 in a net inflow, the project vill merit further 

conlideraw:ion • 

.Another iaportant cTiterion of econa11ic viability is the 890Ullt of 

v~lth or valu• the ,roject will create lo~ally, uaually described •• 

"value added." Value adcled, put daply, ia the esee11 of the Hltiae 

price of an iteaa over tbe co1t of the rav aad other bouaht-ia .. cerial1 

fr.Oii "'-ich it ie -d•. 
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under the following heading•: 

Project back.ground and hiatory 

Market· aad" plaac capatity· 

Material• and other input• 

Location and •.ite 

Project engineering 

Plant organisation and overhead co•t8 

Manpower 

laplementatioa •cheduling 

Financial and econOlli.c·e-valaatioa 

A atudy which will prOYide reliable information oa all the above 

topica in detail need• to be prepared by expert• and ia ezpeaaive to 

produce. the vHte o"f reaourcea rualting fron an il.duatrial inveatllent 

which end• in !ailue ia hOftVer far .ore expeaaive, .,, that financial 

1ppport tovard1 the co1t of a feaaibility atudy ia ofLen prOTided by 

development finance inatitution1 and multilateral development aid 

~rganisation• within the fra.evork of their technical aa•iatance 

pr~ame•. URIDO attachea great importance to the pre:-aration: of high 

quality pre-invt=•tllent •tudies, having set ap a departMDt devoted t:> 
thi• activity aad developed 1oftvare aimed at 1taadardising the f0111at of 

aach atudie• and eliminating tbii!-eouuaing paaual coaputationa of tile 

• various par ... tera. 

A full feasibility atucly, vbile alvaya deainble, aay not alllaya be 

a realiatic option in view ~f the co1t involved. In the elUmlple uf the 

propo1ed ahoe factory mentioned abow'e a pre-feaaibility atudy, covering 

the 1..e topic• .. a full feaaibilic·1 atudy, but in leu detail 1 aight be 

auf ficient to 1ati1fy the financin1 iaatitution ~bat the opportunity i• 

ao promiain1 that a iavcetmat d\Ceiaion can l>e tatea on the baaia of the 

inforaation Hcertdned at eke pre-feHibility •ta&•• 1hf a Id.pt be the 

caae in the example of t~• 1boe factory where the projecr. apoaaor ha• 

year• of npel'inc• in Hlliaa to tla• tara•t urat, ia fmlial' with 

cona .... 1 prefererace .. am alT••dJ ,oHeHo• " •al•• utwork. le're, the 

aain conc•ru of the: finaaciq !.uti~ati• wald H to aacenai~ the coat 
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which tend• to increaae ezponentially ritb the paaaage of time. the 

number of year• for which operatiog reaulta rill be predicted i1 unlikely 

to exceed ten. Became of thia, it i~ aenerally true that the aborter the 

·· pa,_.baclt period; the leaa rillcy the "iueablent-. · 

Apart from pay-back period, the financing inatitution vill apply a 

n'Ullber of other criteria to ita appraiaal of the project. Di1counted caah 

flow (DCF), internal rate of return (ID) and return on equity inveament 

(ROieq)4 are all teclmi.quea in c.-,n uae for thia ?'Jrpoae. In the uae 

of a development finance inatitution which ia c~itted to i.mplementiag 

national econaaic policiea and planniq aoala 1 thia ia the point at which 

thg aocio-ecoaami.c beoefita of the project in terma of balance of 

payment• effect and national value-added rill be evaluated. 

Froa its appraiaal of the data aubmitced, the financing inatitution 

will arrive at a deciaion on whether to participate financially in the 

project. 'thie ia by ao __. a foregone concluaion. the pre-investment 

atudiea and forecaata may reveal that the project idea ia either not a 

viable propoaitiOD or not aufficiently attractive in terma of ita 

financial ancl/or ecoaomic return to juatify fumtina. A clecbion will then 

be required aa to whether to abanc1oD it or endeavour to recleaign it to 

•t•rniaa to the eumple of the aboe factory, the pre-iaveatment 

atucliea aipt reveal that the liaited aise of the urket, the level of 

technoloay the project could afford, the akilla of the local workforce 

and the price of illported r• .. teriala would not perait the .. nufacture 

of 1hoea capable of .. tchin1 in price and quality thoae available fr• 

coapetitora abroad. If bolMYer it va• diacoverecl that a relatively llOdeat 

iaprove.ent in the quality of hide• produced by the local tamaery would 

pendt their uae for footwar .. aufacture, the project could be 

recleaiped to incorporate a.a additional iaYHtmnt ia tamaery 

facilitie• aad thereby aain ace••• to a lover~oat aource of r• 

uterial8 aacl oae which would not abaorb foreip nchaaa•, a llOdification 

which aipt auffice to racier the project viable. 
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Croup B ca.priaea the oil exporting OIC countrie• {e.g. Algeria, 

Indonesia, Iuvait, Gabon). 'l'heae countrie• are ae.bera of OPEC and/or 

countrie• where th-e oil •·ector ha• an overvhelaing i.apact on the overall 

.· . ·. ecOlloaic actbity due .. to the fact" that .. s:oat C>f them are •iile-prOduct .. 

econaaiea baaed on oil. 

Croup C include• the reaaining member countriea which might be 

called "middle income" countries {e.g. Bahrain, Caieroon, BSJPt, Malyaia, 

llorocco, Turkey). 'l'bey have a relathrely 9Dre developed infrastructure, 

including altilled .aopower, a coaparatively more diveraified economy vi th 

rapidly developing .. nufacturing activity and, for aome of thea, an 

important oil aector. 

)'he proceaa of induatrial development in moat OIC countries, and 

particularly those in Croup C, is haapered by a number of obstacles found 

in moat developing countries - lack of infrastructure, inatitutional 

vealtneaaea and human resource conatrainta. To theae ahould be added the 

inability to attact foreign capital and knov-bov and the lack of success 

in eliainating trade and other barriers to econoai.c co-operation between 

of the OIC countries. I.a already pointed out, the only concrete 

integrative measure so far Adopted by the OIC, the Inveataent Guarantee 

Agreement, has not yet been ratified by sufficient countriea to enter 

into force. 'l'here are no trade agreements between OIC countriea affordi4g 

preferential acceaa to their .. rketa. 'lbia .eana that the ootpu~ of 

induatry in the poorer OIC countries calUlOt benefit froa the .. rbta of 

the larger and richer countries, thereby reducing the acope for 

imple.enting new industrial projects. 

A further 0~1tacle lies in the risks attachiaa to inveat.ent in 

countries which are fac~ns such severe economic probleaa that their 

econoaic stability .. Y be in jeopardy. 'l'heae riaka include dep~eciation 

of currencies, foreign currency shortage• which h..per the import of 

essential inputs and poatpone indefinitely r .. ittancea of profits, loan 

•~ice charges and repatriation of capital, change• in legislation 

adYer8ely affectin1 the aaaumptiona on which a project baa been baaed and 

die inabilitJ of IO'l•nmeata to prnide eaaential iafraatructure 
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f inaucial participation. 

Thu• adequate preparation ia au eaaential pre-requiaite of · 

aucceaaful project"praeotiou.·lut vhat ·ia meant"bJ •prOllOtion• in thi• 

contest t It can be aaid to encamp&•• all the effort• undertaken bJ 

project aponaora (vho .. , be the entrepreneu=• the.aelvea or development 

inatitutiona who view the project in the contest of the co.aatr,'• overall 

econoaic development) to aecure the input• needed to imple11e~t a apecific 

induatiral inveatuent project, whether in the public or private aector. 

Such inputs include fund•, plant and equipment and the bow-how to 

operate it, technical know-how in the form of licences, patent• or aiaply 

.. uufacturing experience; experience in aelling or diatributing in the 

target .. rlteta, whether d0111eatic or export, .. nagerial akilla with 

particular emphaais on financial planning, control and .. nage.ent and on 

handling the caah inflows and outflova reaultiug fr• operationa. In 

developing countrie• there ia frequently a bUll&D reaource input. the need 

to train locally recruited ataf f to take over fr• e:q>atriatea - a 

proce•• generally known •• localization. 

'!be critical input in .oat projecte ia the financial one, and it ia 

therefore neceaaary to involve thoae vbo vill contribute .oney fra. the 

earlieat atage of project preparation activitiea in order that their 

concenl9 regardina auch topics a• aou1'ce and quality of rav -t•riala, 

appropriateneH o.f tecbdology and abe of plant, cealin of aa...,ciou 

regarding .. r1tet penetration .. y be taken fulleat accoaat of. 'lbe 

predoainance of the financial aapecta account• for the a•• of the 

expreHi.on •inveat.ent promotion" to deacrihe project prOllOtion activities 

Figure (1) ahov• project 9r0110tioe activitiea atartiea aoon after 

the c..enciag the pre-feaaibilitJ study, reachina a peak darir..g ~be 

project formulation and evaluation pba•e• and endi• ..... •aotiatiou 

and contracting are concluded, dace uy then tit• illp1-tatioD of the 

project baa been decided and the probl- to be f8CH are tboae of 

iapl_.tatioo, rather tUa pr-tioD. 
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attract the neceeeary funding baa led the Organisation to aet up a 

epecialized unit, the lnduetrial Inveetllent Divieion (previoual7 the 

Inveet.ent Co-operative Progr...e) to aeeiet entrepreneur•, development 

banke and planning authoritiea in devel~ping countriee·vtth all ~•pecte 

of project identification, preparation and promotion. 

The Departllent pureuee this general objective by .ear.a of 

activitiee euch ae ite lnduetrial Sector lliHione, whereby URIDO etaff 

member• and/or coneultant• viait a given country or region to identify 

and prepared induetrial inveetment projects in a given eector. Tbie type 

of aeeietance ha• been given to a number of OIC countriee including 

Morocco, Egypt, the Sudan, the Yemen Arab llepublic, Djibouti and Somalia. 

URIDO can aleo provide expt:rt• t~ eet up and operate within a given 

induetry ainietry, planning co..i.eeion or development bank an Induetrial 

Advisory Unit vith the caek of etrengthening national capabilitiee in 

identifying, preparing, evaluating and pr0110ti1~g industrial projecte. 

Such a unit noraally coaprisea an induetrial econoaiet, a aarket analyst, 

a financial analyst and an enginee~. The expert• work closely with 

national apeciali•t• vbo run the unit after the URIDO experts' departure. 

through theee unite URIDO financee or co-financee the preparation of aany 

pre-inveetllent etudiee. To date, eucb unite have been eetabliebed in a 

number of OIC cowatriee, including Mauritania, Saudi Arabia and a.an. 

Training cour•e• to upgrade national •kill• in project 

identification aecl preparation are arranged by URIDO oo a national and/or 

reaional ba•ia. In 1983 a training couree for thi• purpoee vaa conducted 

for the etaff of the IDB at the lank'• headquarter• in Jeddah. 

Project Promotion Activities Specific to OIC Member State• 

URIDO ie conaciou• of the special probleaa of induetrial project 

pr0110tion in OIC countries and ha• accordin1l1 initiated and carried out 

technical assistance activiti•• ia and on behalf of ... , OIC countries. 
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aleo generate idea• for eetabliehing aanufacturi.ng plante. Country 

presentation meeting•, euch a• the one organized for langladeeh, can aleo 

eerve a• a prelude to aubeequent inveetment pro.otion .eetinge or ae a 

eubetitute for euch meet~ng• where none i• planned 

'rheee activitiee together have reeulted in the identification of 

744 project• in 22 OIC countriee. Of the•e 125 bad been aucceeafully 

coapleted by the end of 1985, i.e. iaplementatioa ••• midenray. A fall 

liet ia attached aa Annex 2. Detail• of theee projects are held in the 

luduatrial Inveat.ent Diviaioa'a IBPRIS ("lnveetment Promotion 

Information f· Jtea") data bank. It ia aignificaat that of the 744 

project• by far the greater part, 531, are in Group A countriea, i.e. 

thoee which are econoaically lee• strong countriee, while only 104 are in 

Group B countries, the oil exporter•, and 91 are in Group C countriea, 

the aiddle income me.her atatee. 

Analysis of the type of aeeietance required broken down by the 

following criteria shove that 664 of the 744 require eoae fora of 

financial inputs, a• co.pared to 551 which are aeeking know-bow aad 

technology. Proa thi• it ia clear that for promoters of industrial 

project• in OIC countries finding appropriate eourcea of .ediaa and 

long-tera finance i1 a aajor concern. 

URIDO ha• long been aware that indu1trial project financing ia oae 

of the aajor proble111 of indu1trial development in newly-emerging 

countries, and ha1 devoted conaiderable effort to providing support in 

thi1 are•. In addition to the information on project• referred to above, 

the IHPaIS data bank contain• detail• of eome 600 international, regional 

and national development finance in1titutiona, together with detail• of 

their geographical and 1ectoral lending policiea, 10 that a project 

apon1or can, upon reque1t to UBIDO, obtain b~lic information on all 

financing in1titution1 that are prepared in principle to con1ider 

financing project• in hi• country and economic aector. In addition, there 

i• an investor file containing the aa11ea of aome 3,000 public and private 

81lterpri1e1 that have indicated a villinple•• to con1ider participation 

in indu1trial project• in developin1 countrie1. 
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A number of paper• on topice relnnt to induatrial fiamciq in n 

Ialai.c context were preeeated at the vorkahop, vhich vae attaed by 

repreaentati-.ee of Ialai.c aad traditional baalta, intert"ational aa4 

regional financing iutitutiou and development agenciea. 

Both the paper• praented and tt-e eneai.ng diacaeeion ahOllM dlat 

the provieion of long-ten finance for the fised illftat.ent and working 

cap{tal requiremeat• of iaclaetry etill accoant• for only a YerJ ... ti 

part of lelmc baalta • oatlaye, the greater part bein1 for financing 

fOl"eign trade and for iaYament in activitie• with a filled return, each 

u leaeing, hire purchue and arrauge11ente imrolring purchaee of 

induatrial input• ad their reeale to the ueer at a profit. 'lbe reuone 

for thi• reluctance to iDYeet in induatrial project• appear to lie in the 

Yiev that equity inveetMnt• offer uncertain return•, both a• regard• 

880Ullt and time-frame of receipt. 

In contrast to type• of financing offaring a filled return, the 

choice of equity inveetMnts require• a degree of project analy•i• and 

appraisal in teras of it• technical, financial ancl .. rteting Yi.ability 

vhich few Islamic banka line the capacity to execute. Moreover, the real 

problems commence only after iaplementation: in order to eafeguard their 

interest•, banks ••ay lane to 90Ditor and nen participate in the 

.anagaent of project•, an acti•ity for vbich they lack both the b_.. 

and technical reeourcee. 

'lbe view of .. ny workshop participante VH that the Iel•ic bm't• 

would welcome UIIOO'• continuing involve8ellt in a nUllber of areae, euch 

a• aaseeeing the viability of industrial project propoeal• subllitted to 

th•, or .. nage.ent training to enable the banks' staff to intervene 

where a .,roject that ... sot into difficultiee. 

Rovner, further research is also needed to refine the existin1 

Ial .. ic financins .echaui ... , and particularly to find ways of satisfying 

the lon&-tera financin& requireMDt8 of industrial projects - liYen a 

depodt base which is eHeatial.ly short-term. 
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Ielaaic ban, _,of wllida an actbely aeelci• to dinnify 

their invHblenta, an uefal potential partaen for llDl'I •a i11 OIC 

coatriea. 1J purclluiaa llDP1' • -tan i.Dhauial inutmata they 
could help thea recycle their fulMla to aew project• more rapidly. 

2. Organising co-ordination .eetina• 'between the top --a-t of 

blaic banb and other fiaacina iutitutiou (aatioaal. rqioaal and 

international) • 

Such .-!etina• ahould be held tram time to time to di•caa• probl­

of i.mtuatrial fiuaciD& ill a Ial..ic coat.at _. dnelop 

•trategie• to briaa about a broader eaaaa-t ia i...._try bf 
Ida.le bub. '!be .eetiag• waeld alao pr09ide a fcma where 

•tructural problme of apecific iadaatry aectora ia OIC .-er 

couutrie• coulcl be cliacua•ecl witll DIDO espert•• aad propoaab f'>r 

appropriate technical •••i•tance proar~• draftecl. Eada 81ICb 

meeting •houlcl centre on a •pecific topic• of which tile following 

are exaaplea: 

caae ·•tudie• OD the aperieacu of hlald.c ~ witll their 

iaveameata ill bdaatrial eaterpri.aea ia Ial..ic eoaatriea; 

Techniquea for eYalaatiag the profitaltility of ia4uatrial 

iaveabiellt project . propoeala ill a hl..ic contest 

Preparation of iaduatrial iDYe•tment projecta.aaiag apecialisecl 

•oftvare for •enaitiTity aaaly•i• and •ceaario baildi.as 

Utilizing aDAI refining Ialllllic fi.DaDcing .. cbani... for iadutrial 

imreac.ent 

3. lDYeatigating way•· of Htabliebiq eecODdary •rket9 in Ielmic: 

countriu to .obilize .. 11 m••tor•. ,.... for iaduatrial projecte 

'lbere are a ...Hr of wballiw i11 aae ia iaduatrialiud c:oaatri•• 

to c..._1 .. 11 bft•tor•' faDla iato typea of finaaciD1 b ... d OD 
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Mhiad their further dnelo,_.t. 11aeJ are alao pri•ileaed ia ba'Yiaa 
acceaa to 11 larp ad poverfOl group of financiaa iutitaticma - the 

Ialmic Nab - which are c.-itted to fandiaa on a profit-..1-loaa 

81aariaa baaia. rather tban .. interest baaia. llaaJ Ialmic .._. lane 

.._. lauitat ti' ....- ia i.Maatrial fiaac:iaa actiritiea Hcaaae tlaeae 

were cmaiclere4 _. difficult aD4 more riakJ than their tr .. itional 

.......-t• in proputj • cc 1rce _. foreip tr .. e. 

'lbe ahortap of well-prepu'M project• which la a videapread 

featare of dnelopilta coantriea i• generally reaardecl aa more of a 

pnelti:a tha ..., 9horteae of fanda. lkNeYer. the ahortage of 

wll-prepared i.Mutrial inutmeat project8 la not onlJ the 

-Ufeaution of tlae lack of the nece••UJ altilla • kt alao of the fact 

tlaat in...., OIC comtrit=a - and particularl7 thoae of Group A -

profitable iDVeablellta in induatrial project• are not eaail7 found. '!be 

cootinuoua depreciation of local currenciea, reatrictiona on repatriation 

of earning• ad capital, inacleqaate ph7aical and iutitutional 

iDfrutructarea. a ahortaae technical asacl maaaerial ataff the 

poaai'bilitj' of unpu.lictable lepl and fiacal cbangea are -a the 

factor• which .-. foreip U..eatora - e-.en froa other OIC comatrie• -

wary of a ......-t. 'Dae lillitecl acope of clomeatic urlteta ad the lack 

of prefereatial to eacb other'• urketa ---a OIC coantriea are other 

factor• which hmper the promoti~. of Waatrial projecta. 

Co--operation 'betwen the OIC and nDO ha• contributed 

aubatati•el1 to recopition of theae pro'bl- and to identifying 

poaaible aolatioaa. It ia to be_ hoped that tbia co-operation vill be 

purauecl and r-:paaclecl in the intereata of the OIC member atatea and their 

people•. 
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CClll'OSIUO. W CIOOrS OF OIC ,...NI SD.1ES 

BaglaJeah, Jain. 9arkiaa Puo, a.a.. Comr•. Djibouti, 

a.t>ia, Guinea, Guhea-lia-, llaldi• ..... u. lla9ritaia, 

•iaer, Senegal, Siena Leone, Somalia, s.taa, Vsanda, tw a 
.... y- PDll. 

Algeria, Brunei. Gabon, Indonesia, Iran, Iraq, Libya, Kuwait, 

Olun, Qatar, Saudi Arabia, and the United Arab Eairatea. 

Bahrain, C..roon, Egypt. Jordan, Lebanoa, llalayaia, Morocco, 

Pakistan, Syria, Tuoiaia and TurlteJ. 
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Coan!!z PJooject 'lal•• 
(us I m.o) 

mh.-

ID!on•ia Sheetglua 24.0 Jln.!AelS 1980 
Sbipbdltillg (..U 'boat.) 60.0 Bnanela ,,a1 
'leneer wf'er 'bollJo4 27.5 Wew 1Jork 1981 

Kl'1Rtor ---~ 5.0 Wev Tork 1'8? 
~-terlal• 16.5 ~1-
ftlter alc1a prodacUm 0.7 ~ 1981 
Pll ter rOll8 9.5 'loqo 198) 
CUlaew •ta aa4 JrOC••IDC a.a. 'lbqo 1983 
Pl"odllctica of 1llD04 prolacie 0.3 Cologne 1'83 
011 lDa.tr,r prac•dnc 1.5 lf•Tork 1~ 
Scrap steel Jll'OC•d."'IC 4.2 ._Tork$ 
Jatamtiw CDlll!Dllmta 48.8 WwTc..t 1~ 

Jatomob:ll• ----
240.0 '°"'o 1985 

.... ~ (irm auting) 5.0 ~ 1985 
Liqa14~--- 6.2 '°"'° 1985 
PW'.ro-cilicon 54.3 ~1985 

Iraq DLta Procesaing 6.0 2hrich 1980 
'laccine prodlaction 4.6 Cologne 1981 

Jordan Cold store 0.24 Pari• _198~ 
Inchaatrial 'baker,r 2.4 Pari• 1983 
'l'nlck repair tftnbbop 4.4 Cologne 19!5 
Comerci&l and vorbbop centre 10.0 Cologne 1985 

Socialist PaltltJ7 12C.O Cologne 1980 
Peopte•a Li~ 
Jamhi.1'7& 

'Kal&7•i• S.11 forging plant '·' ZUrich 1980 
~ retreading an'1 nbber 2.J Col ope 1981 
Jtatt817 mmt.ctvtng 1.6 We11 Yert 198 
l'lectric t7pewri ter cuaettea 0.12 'Ii enna 198? 

Jfali Sb......_t mractian . - -. 4.0 Bruuela 1 

Kano R1 ver · _ '!- cell batteries 2.9 ~ch 1980 
Union 

Jlauritan:l.a PJ.llh procaaing 69.0 cologne 1981 

1lorocco Chnlcal plant 1.0 
11.atri.llRtioa an4 cowtng eqalJllllDt 4.0 

"°7Clbg plant 
lepdr 9hope 2.5 
Seaveecl laaneating o.8 
B!aeait factOJ7 1.2 
Steel stnctarea n.a. 
PhosJ!llat• 0.4 
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Coun!r;y Project Value IPShear tus l mo) 

fmdeia Conatl'V.ction or engines and trucb 19.0 Cologne 1981 
Leather finishing and ahoe design 3.7 lruael• 1982 
'lmme17 1.2 Bnanela 1983 
Pl.aatic tactor,r for tqra 0.36 Cologne 1985 

Uganda lfloa.ck maintenance encl repair service i4.o Cologne 1985 
W uaemibq· and repair aerrice o.6 Cologne 1985 
111.ise lllll 0.84 Cologne 1985 
Soap f acto17 1.0 Cologne 1985 
Vaate plant far tea plantaticma -1.0 Cologne 1985 
Voltralllte mining 12.0 Cologne 1986 
Warble mmng s.o Colope 1985 
JIGlb tactor.r 1.0 Colope 1985 
ftah.tactor,r 1.3 Cologne 1985 
Bdenaion of coffee processing plan+. 1.2 Colop• 1985 
Organic vaate plant tor national 1.1 Colope 1985 

coffee aaaocia'tion 

Yemen ail.'b tactor.r 1.1 Colope 1985 
Carpet f'acto17 0.72 Cologne 1985 
Cattle f&rlllng 2.4 Cologne 1985 
Bottling plant o.es - Colop~ 1985 
P.lve wh•t ml.Us 4.4_ Cologne 1985 

Uni tecl .trab 011 reqcling plant '\.5 Cologne 1981 
Bid.rates 

'ftarke,r Keat and meat products 11.4 Vienna 1981 
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11.I While the cliDbr vaa Hiq illported a need vas felt for providiD& 

tralllilll facilitlu for tlae local peraoaul. IDI within the fraaevort of i:s 

technical uaiatanc• faciliti•• arruaecl the tr•illiD& of th• local personnel 

ill oae -of tlae ..-er coaDtriu of IDI vitb aia:llar plant facilities for 

· ·oD-tlle-joa. ttaS•'DI· ·. - ·· 

11.9 Ewatualh afur all tllua effort•. the plaat vas c..tuioaed and 

at&rt .. pnduciD& .ceMDt. vbida ... badl.7 needed for the various ••elo,_..u 
: - - - . 

· -projecu.-·fta ...-an·~ of IDI to tlae project ~~d a_f~ of aboat 

US$20.0 ld.lU.. --~ .. · 

I • . 

· 11.10 Tba phat ·11u. 1te• operatiD& on. mul off aa4 IDB 1• repreaate4 oa the 

.Joard of, Dincton~of,._tbe. ca.,..,._:· ... ..::- . -
11.11 Tbe.casa •tlldJ teiula to abed liaht oa foar illportant factors: 

.. _ - ! - • • - - i - -- -!! 

- - (1) · th tuazard_ of ~CJ fiuncia& ill cleYel.opiag - - · -

·c11> 

count'riu· : ·. · · · · . . - . .. -

the effective mMl coordiDat ... nle_of &ru aad lsludc 

DpelopMllt ftnnctna lutit11tiona; 

(111) Tbe ca.prebeui~ _. ~i~tad --r ill which m1 

--..oar• to acldna tualf ta ftnnctna tbe cballen&• 
. ·- . . --- .. . 

of tadutrial dewlopMac-ill.lta ..-.r couatriu; 

---- ·------~·--·-·-
(1•) Tbe M11Mr ill ftida.all mdu ~f f~iD& 'b•iDC in ccnafonttJ 

· vi~ laluic priDclplaa of Sbanah (Ialaaic jorsiprwlnr.e) 

eoat~te la_ a co.prO.Ui•• ._..r to euun tbe nccu• 

of Wucd.U projects. 

.. . --· -· 

'• 

• •• 
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Pia. 1 - Project Develop!!nt Cycle 

Pre-tnvaac .. nt 
pb••• 

ln'tea""nr 
pl\af_. 

latttal ••l•cttoa 
(preUatnal'J 
f .. atbtUtJ or 
pr-tnve•taent 

study ) 

I 

Project Appralaal 
Preparation and tnveat .. nt 
(technical and ~:•etalon 
economk f•••- (apprahal) · 
ibility Qtudy report) 

finaUstna I Neaoctatioa 'Conatruc 
Project· and· -ion 
deatan contractina 

Project pro.otidft acttvtti•• 

Planntna and follow-up t11Pl• .. ntatton 

Start-up 
of· 

operationa 

OperaUonal 
phaH 

I I ' - ----] 

I . . 

Capital lnveat .. nt outla1 _ ... r 

l ; 
. ' ' . 

N 

I 

. 
. ·.t~·'~; , .• fi ..... 




