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Islam is not merely a religion. It is both a
faith and a way of life encompassing all
fundamental aspects of individual and in-
stitutional conduct. In Islam, the human
person is the vicegerent of God on this
earth. This makes man a Homo Islamicus
rather than an economic man. Before he is
either an owner, entrepreneur, consumer
or factor of production, he is a trustee for
all things under his charge. Economic per-
formance is determined not just on the
basis of an ephemeral profit and loss
account: it is also subject to Divine audit.

Islam discards the social value of money.
Money is not allowed to grow by itself —
through interest. Wealth not in use is
subject to a two and a half percent annual
zakat. Islam draws a fine balance between
production, distribution and consumption
and thus achieves that otherwise impossible
economic goal: growth without inflation.

This Islamic world view has, therefore,
very profound conceptual and practical
implications for world economic order.
With a view, therefore,to spelling out in
clear terms Islam’s approach to contem-
porary economic and monetary issues, the
Islamic Council of Europe convened an
International Economic Conference in
London from 4th to 9th July, 1977 under
the theme ‘The Muslim World and the
Future Economic Order’.

The Conference was attended by a select
group of Muslim Economists, Scholars and
Statesmen as well as top officials of premier
economic institutions who deliberated on
this theme in twelve working sessions.

The Sccretary General of the Islamic
Council of Europe, in his concluding ad-
dress to the Conference, said:

This Conference has focused the attention
of the Muslims and non-Muslims alike on
the fact that the International Economic
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Foreword

Salem Azzam

Periods of crisis often blossom into periods of creative thinking. There is
much evidence to suggest that we are indeed in the midst of such a period
of crisis and creativity. Momentous changes are taking place in almost all
parts of the world. Old institutions are disintegrating while new ones are
struggling to emerge. There is an eager search for alternatives. The
vision of a future built on foundations different from the ones on which
the present edifice stands is becoming more and more inviting.

The emergence of almost fifty independent Muslim states, having a
population of about 600 million, about two-thirds of the goo million
strong Islamic Ummah, is one of the historic developments of our times.
A gradual shift in the balance of economic power in favour of the
Muslim world is another development which has aroused great interest
in the future role of the Muslim world in the making of a new world
economic order.

Muslim states and peoples are steadily strengthening the bonds of unity
and are developing institutions to fortify it. The Islamic Summit, the
Organisation of the Islamic Conference of Foreign Ministers, and the
Islamic Development Bank are some of the important milestones on
the road to Islamic solidarity.

The Islamic Council of Europe is trying to bring about greater unity
and effective cooperation amongst the Islamic communities in Europe.
Along with these institutional developments, there are other significant
currents on the intellectual, social and religious levels contributing
towards Islamic revival.

The direction towards which all these developments point is that the
Muslims are eager to rebuild their house on the basis of Islam, the guid-
ance provided by the Qur’an and Sunnah, and acquire for themselves a
position in the community of nations in keeping with their ideological
distinctiveness and politico-economic position. As such, the Muslim
world is deeply concerned with the present predicament of the North-
South Dialogue in its search for a New International Economic Order.

The Muslim world has suffered and continues to suffer from the
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injustices of the world economic system. It also shares with the rest of
humanity the agonies and frustrations of the Third World dialogue with
the industrialised world. The cost that the poor of the world are paying is
enormous. There seems to be no end to their suffering. The insensitivity
of the West to the inequities of the situation only adds insult to injury.
Mounting tensions within the United Nations and outside it, and the
manifest difficulties of the North-South Dialogue are symptoms of a tur-
bulent and potentially explosive situation.

In this context, the Muslim world is naturally becoming a focus of
world attention. Its geo-political importance and its expanding econ-
omic worth are not the only reasons for this interest. Muslims are being
closely observed for any influence they might exert as a result of their re-
ligious and cultural heritage. Indeed, the uniqueness of the Muslim
world lies in its religious, cultural and ideological richness. It can bring
to bear on the problems facing mankind a fresh approach based on its
ideals of justice and human brotherhood, ideas which are vital to the rea-
lisation of an equitable world order.

The Islamic Council of Europe has been eager to bring into sharp focus
this ideological dimension. It organised an International Economic Con-
ference in London at the Commonwealth Institute during 4—9 July, 1977.
The theme of the Conference was “The Muslim World and the Future
Economic Order”.

The Conference stemmed from an awareness of the critical nature of
the present relationship between the developed and the developing
countries of the world. Its main aim was to identify the role of the
Muslim world in resolving the tensions arising from the present inequit-
able and oppressive arrangement and in promoting a world order based
on the Islamic principles of equality, justice and moderation. It tried to
examine the politico-economic problems of the contemporary world
from the perspective of Islam and its universal message.

Among the ninety-one delegates who attended the Conference were
prominent scholars, statesmen, planners and national and international
civil servants. Many institutions from various parts of the world con-
cerned with economic affairs were also represented.

Fifteen papers were presented on different aspects of the theme. The
papers were supplemented by comments given by twenty-two discus-
sants. A Communique of the Conference was approved in the conclud-
ing session summarising the major ideas, insights and concerns presented
during the Conference.

It is hoped that the proceedings of the Conference presented herewith
will be useful in awakening the need for a just and humane world order.
It is hoped that they will form the basis for continued and informed dis-
cussion and eventually, in so far as they put forward positive proposals,

Foreword x1

influence the policy-making and development planning processes in the
Muslim world and beyond.

Several of the proposals emanating from the Conference, we believe,
merit urgent attention and application whether they be in the field of in-
terest-free banking, international commerce, the development of agri-
cultural and industrial resources, data and information flow, the co-
ordination of development policies or the realisation of higher standards
of social security throughout the Muslim world. Some of these proposals
are highlighted in the Conference Communique and obviously need to
be pursued for their realisation. In this task the vision supplied by the
eternal principles of Islam is of crucial importance. Human and econ-
omic resources may be in abundance but it would require faith, a strong
political will, hard work and cooperation to justify any optimism that
the Conference might have generated.

The Conference represented an endeavour to articulate the hopes and
aspirations of the Muslim world in relation to a new economic order.
The initiative for translating these proposals into action would have to
come from the Muslim world. But, as was repeatedly emphasised
throughout the Conference, the Muslim world desperately needs to put
its own house in order before it can really serve as an example and inspir-
ation to the rest of the world. The Conference, therefore, addressed
itself to the leaders of the Muslim world to strive hard to reorganise their
economic and social systems on the foundations of Islam. It is only by es-
tablishing the Islamic Order in our own time that we can really influence
the course of history.

Before I conclude, I would like to place on record our gratitude to the
Organisation of the Islamic Conference, The Islamic Solidarity Fund,
and King Abdulaziz University, Jeddah for their moral and material sup-
port. I would also like to thank Mr Altaf Gauhar and Professor Khurshid
Ahmad for helping us in editing the book and Mr Muazzam Ali, Mr
Leslie Wolf-Phillips and Mr Abdul Wahid Hamid for their valuable
help in the preparation of the final manuscript for the press.

Islamic Council of Europe
16 Grosvenor Crescent Salem Azzam
London SWi1X 7EP Secretary General



PART ONE

The Perspective



1 Why This Conference? "

Salem Azzam

I have the honour to extend to you, on behalf of the Islamic Council of
Europe, a warm welcome to this International Economic Conference,
which deals with the theme:

The Muslim World and the Future Economic Order,

Last year, when the Council arranged a highly representative Conference
on Islamic Ideology, 1 was asked to examine the possibility of bringing to-
gether statesmen and scholars from Muslim countries to exchange views
on contemporary economic problems. We pursued this proposal with
eminent scholars in Muslim countries and international organisations
occupying -positions of responsibility and associated with decision-
making in matters of economic planning and development.

The Council received a most helpful and constructive response.
Among the delegates to this Conference are prominent scholars, states-
men, international officials and national civil servants who have been, or
are still, closely connected with economic and financial policies in their
spheres of work. I take this opportunity to convey to them the sincere ap-
preciation of the council for accepting our invitation to participate in
this Conference.

The Secretary General of the Organisation of the Islamic Conference
and the Under-Secretary General of the United Nations are due to join
us later; they are at present engaged in the African Summit in Gabon.

Mr Zafar ul Islam, Assistant Secretary General of the Organisation of
the Islamic Conference will read the inaugural address of H.E. Dr
Amadou Karim Gaye and the paper of H.E. Dr Kurt Waldheim, Sec-
retary General of the United Nations, will be read by H.E. Issoufou
Djermakoye, Under-Secretary General of the United Nations.

Before proceeding any further, I must thank the British Government,

* Welcome Address by the Secretary General of the Islamic Council of Europe, Mr Salem Azzam
at the Inaugural Session of the Conference.
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the British people and the British media for the consideration they have
always shown to the Council. The Council acknowledges with deep ap-
preciation the presence in our midst of Mr Frank Judd, Minister of State,
Foreign and Commonwealth Office.

What does the Islamic Council of Europe stand for and why is it con-
cerned with economic matters? I shall briefly answer both these ques-
tions. The Council is an independent organisation supported by all those
who believe in the projection of Islam. The Council lays great emphasis
on creating a better understanding and awareness of the message of Islam
and, as such, is dedicated to human happiness, welfare and progress. I be-
lieve such an understanding will lead to cooperation and cohesion.
There are nearly 25 million Muslims in Burope and the Council is deeply
interested in the preservation and development of their cultural and
ideological identity. Simultaneously, the Council is anxious that the
Muslims should cultivate and project the fundamental Islamic values of
equality, justice and tolerance so that they may contribute to the growth
of greater harmony among the communities in which they live and
work.

What has the Islamic Council of Europe to do with economic prob-
lems? Had the message of Islam been correctly presented and understood,
the question would not have arisen. For Islam represents a complete way
of life, in which there is no compartmentalisation or segregation of dif-
ferent human activities.

The Islamic principles have an integrated, uniform and comprehensive
relevance and application to every branch of life. Economic problems
are as much of interest to Islam as any other problem, ideological, doc-
trinal or educational. But you will hear more about this in the working
sessions in which the theme of the Conference and other specific econ-
omic and financial problems will be examined. I hope that by the end of
the Conference we will have explained the Islamic concept of world
economic order and also indicated the contribution which the Muslims
can make to the struggle of the poor and less developed countries of the
world for the establishment of a just and equitable economic order.

The Conference represents an endeavour to articulate the hopes and
aspirations of the Muslim world in relation to the new economic order.
The success of this endeavour will depend on the ability of the Muslims
to put their own house in order. The Conference will undertake an ob-
jective review of present economic policies, plans and institutions in the
Muslim countries. It will try to focus attention on the promotion of an
egalitarian economic order aiming to realise the Islamic principles of
equality, justice and moderation. The Islamic concept of a world econ-
omic order will be presented and specific areas within that concept will
be examined.

Why This Conference? S

We have to face with regret the fact that the Muslims themselves have
done little to evolve free and equitable national orders. Some of the
causes can be traced to colonial domination and to the failure on the part
of people who occupied positions of authority to live up to the principles
and ideals of Islam. But this does not fully explain the continued lack of
willingness on the part of the Muslims to take concerted and decisive
action to organise their lives under a truly Islamic order. I am sure you
will join me in the hope that this Conference will provide an adequate
answer to this question. I also hope that the Drafting Committee, after
taking into account the views of the participants and the consensus
emerging from their discussions, will present to the Concluding Session
a Communique which will provide guidelines for a programme of
action by the Muslims to re-order their lives in accordance with the
Qur’an and the Sunnah which I believe, if implemented, would in the
course of time, positively influence all mankind.



2 The Muslim World and the
International Economic Perspective *

A Karim Gaye

It is for me a great honour and a real pleasure to be invited to inaugurate
this Conference on the Muslim World and the Future Economic Order.

Ido so with pleasure, but not without trepidation. When your inde-
fatigable Secretary General, Mr Salem Azzam, informed me about the
intention of the Islamic Council of Europe to bring together statesmen
and scholars for this Conference and asked me to inaugurate it, I won-
dered whether he had made the right choice; for I am, in fact, neither a
statesman nor a scholar. I am only an ordinary servant of Islam. But in
this capacity alone, I think it is not out of place that I'should find myself
in the midst of scholars and statesmen who are eminent servants of Islam.

Having said this, I welcome the theme chosen for this Conference,
which closely reflects the anxieties caused by the present economic situ-
ation in the world — a situation characterised by an increasing gap be-
tween the developed and the developing countries of the Third World.

Three years ago, the Organisation of the Islamic Conference, which 1
have the honour to serve as Secretary General, had taken note of this situ-
ation during the Lahore Summit. In the Declaration published at the end
of the Summit, the member countries proclaimed “their identification
with the common struggle of the peoples of Asia, Africa and Latin
America for their social and economic progress and for the prosperity of
all the nations of the world™".

Since the Lahore Summit, the successive meetings of the Islamic Con-
ference of Foreign Ministers have paid very special attention to the econ-
omic problems of the Muslim countries. They have not only emphasised
the great importance of close economic cooperation between the
member states but have also outlined a well-defined framework and laid
the foundations for a solid structure to promote this cooperation.

To quote only the decisions of the last Foreign Ministers’ Conference,
held in Tripoli, it was decided, inter alia:

*Inaugural Address by the Chief Guest, H.E. Dr Amadou Karim Gaye, Secretary General,
Organisation of the Islamic Conference.
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— to approve a general agreement on economic, technical and commer-
cial cooperation;

— to adopt concrete measures for the setting up of a Statistical, Economic
and Social Research and Training Centre at Ankara;

— to accelerate the exchange of manpower and technical skill;

— to strengthen land, sea and air links and telecommunications between
member states;

— to coordinate and harmonise policies in the monetary, capital and
investment fields;

— to adopt concrete measures for the creation of an Islamic Foundation
for Science and Technology;

— to establish an Islamic Centre for Vocational and Technical Training
in Bangladesh.

All this is aimed at making the Muslim world a united and strong entity,
fully capable of playing its role for the well-being of all humanity.

This Conference is being held shortly after the end of the last phase of
the North-South Dialogue which has not added anything to our knowl-
edge, despite all the hopes that it raised. That Conference on Inter-
national Economic Cooperation, to give it its official name, certainly did
not lead to the creation of 2 New Economic Order. The only achieve-
ments of this protracted dialogue were apparently:

— a commitment by the industrialised countries to create a special fund
for the stabilisation of prices of raw materials without, however, pre-
cisely stating the amount;

— apromise by the rich countries to allocate a sum of 1 billion US dollars
as special assistance to the most seriously affected countries — a sum
which does not even cover the needs for one year of these countries in
the matter of debt-servicing.

One may well wonder why the Dialogue did not lead to the expected
results. The reason is not difficult to find. It can be summed up in a few
words: the lack of an ideology which would be at once humane and ef-
fective.

Let us examine a little closely this question of ideology. We find that
the two most pressing economic problems with which the economically
underde_vclopcd world is faced today are development and socio-
economic justice. Any system, in order to succeed, should provide valid
solutions to both these problems.

As it happens, the existing economic systems in the contemporary
world have not proved capable of meeting the challenge. In fact, they
lead to injustice towards the poor countries. And this injustice stems
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from the fact that international economic institutions, commercial ar-
rangements, efc., are conceived to serve the interests of the economically
advanced countries.

This is as true of the capitalist economic system as of the communist
system. The former is incapable of coping with the problems with which
the poor nations are faced because under the capitalist system, develop-
ment depends on a class of "haves’ which monopolises the resources of a
given country. Such a framework surely cannot succeed in ensuring
social justice. And today's free enterprise system will surely end up by
placing international capitalist forces in a position of domination over
the national economies of poor countries.

As for the communist system, it also is inadequate because it is entirely
linked to the activity of a certain social class which is relatively un-
developed in the poor countries. The communist system is synonymous with
what one may call supra-national remote control, whose interest is
nothing but the domination of the developing world. This system also
calls for allegiance to a concept which is alien, both ethically and materi-
ally.

It is, therefore, necessary to look elsewhere. Our course, however, has
already been charted. As far as we are concerned, our ideology can be no
other than the ideology of Islam, whose cternal principles provide for all
the potential we need to face the problems of development and social jus-
tice and to shape a new world economic order. I shall try to explain
later how this might be achieved but for the time being, let us pass to
other things.

During the past few years the world has witnessed extremely signifi-
cant developments, which have created completely new dimensions in
world affairs. Basic relationships governing important aspects of world
economy and finance have undergone vast changes. These developments
have naturally had varying implications for different parts and groups in
the world economy. As a consequence, the world political scene has also
been upset and, in fact, the situation continues to be fluid.

But these developments have also meant new challenges and new op-
portunities, as well as new responsibilities and new roles for the Muslim
world. The suddenness with which these great challenges and these vast
opportunities have presented themselves calls for the mobilisation of
large-scale effort, and even some sacrifices if we are to use them to our
advantage.

The challenges basically arise from the position that the Muslim coun-
tries at present occupy in the world economy and in world affairs in gen-
eral. Our countries, located in Asia, the Middle East and Africa are a part
of the developing world and share with it a low living standard. The
masses in these countries continue to struggle against illiteracy, squalor,
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disease and other forms of misery. And in some of our countries the qual-
ity of life for the common man is almost intolerable.

Despite the fact that our countries have a history of development
effort, they do not appear to have made much headway — a situation
which can be attributed partly to their economic backwardness and to
the lack of effective participation in world affairs. Even a glance at the
processes through which vital decisions about the world’s economic and
politica] affairs are made, and a look at the organisations and countries
making these decisions, would clearly show that the Muslim countries
generally find themselves at the lower end of the scale. Not infrequently
their genuine role has been denied to them and their rights usurped. Such
a state of affairs cannot be allowed to continue.

On the other hand, the developments of which I spoke also present a
new opportunity and responsibility to the countries of the Muslim world
and in the changed world situation an important role awaits them. There
is a great deal at stake, and it would therefore be hazardous for others to
make significant economic and political decisions while ignoring the in-
terests of the Muslim world.

Nevertheless, we cannot help noting that on the world scene today
various dimensions of the world situation, and the decisions affecting
them, have come to be identified with a few major powers. This cannot
be allowed to go unchallenged, for in the new situation the Muslim
world can have an effective voice in political and economic forums. In
the UN and its Specialised agencies, in the International Monetary Fund
and other policy-making organs, we must have an effective say in mat-
ters concerning the betterment of the developing world in general and
the Muslim world in particular.

To be more specific, the operation and the future outlook of the
world’s financial markets have come to depend — to some extent at
least — on the policies and attitudes of the Muslim world. Similarly,
the balance of payments situation of the industrial world, its trade, its
production and even its employment patterns are no longer exclus-
ively under its own control. The role of the petroleum-exporting
Muslim countries in these fields has become increasingly important.
Thgse developments give us a powerful instrument for participation
in international economic diplomacy, and this is an opportunity
which needs to be utilised fully before the non-renewable resources of
thp Muslim countries are exhausted or modern technology finds sub-
stitutes to reduce the importance of these resources.

It is pertinent to note, however, that the Muslim countries are all
undcrd;vcloped. Some of them have too thin a population to make
the optimum use of their resources, and others have resources which
are exhaustible in the foreseeable future. Some of them have rich
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agricultural lands, whereas others depend only on their mineral pro-
duction. Some of them face the problem of accelerating development to
match the needs of rapidly increasing populations. These problems, apart
from the recent inflationary pressures and the enhanced cost of tech-
nology in the developed world, fluctuations in the prices of commodities
and the increasing need for capital formation, have exposed a number of
our countries to serious economic difficulties. A number of them are in
the categories of the least-developed and are most seriously affected.
They are facing balance of payments difficulties, and available sources of
finance are inadequate to meet their needs. The per capita income and
the general economic welfare of the masses in the Muslim countries are
very low. In most of them there has been an organised effort at mobilis-
ing domestic and external resources to enable them to make economic
headway, but it appears that a great deal still remains to be done before
the widespread poverty in some of our countries can be grappled with.
Such a situation need not and should not be allowed to persist side by side
with the Muslim world’s rich resource-base in minerals, fertile and pro-
ductive agricultural land, trained and skilled manpower, finance and all
that is needed for a gigantic effort to meet the challenge.

With all these things available to the Muslim countries, what is per-
haps needed is a strong political will and strong motivation to join to-
gether in order to banish illiteracy, poverty and squalor and to meet the
minimum requirements of a decent life. The pursuit of a joint strategy by
the Muslim countries to utilise their combined assets — human, technical,
mineral, financial and others — would help promote rapid development
of all of them.

I cannot over-emphasise the imperative need for joint effort, because
in these turbulent times no one country or small group can stand on its
own. The larger the group the greater the number of problems that can
be tackled, provided of course that the group is cohesive. Separately or
in small groups, more limitations, more problems and more compli-
cations are likely to emerge.

I hope that, while deliberating on the role and need of joint effort and
of a collective approach to the solution of economic problems in the
Muslim world, the eminent participants in this Conference will keep in
mind the lessons learnt from our recent experience in the North-South
Dialogue, to which I have earlier referred. All through the period of the
talks, the developing countries had hoped to reach an understanding
with the developed world on the issue of development assistance (in-
cluding re-scheduling of debts), problems related to raw materials and
other matters. They have been disappointed in most cases. The failure of
the Dialogue, unfortunate as it is, unambiguously calls attention to the
great need for closer cooperation among Muslim countries to find
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solutions from within. The pursuit of a joint strategy by Muslim coun-
tries in economic relations and negotiations with the developed coun-
tries would help to eliminate the external constraints on their economic
and social development. This also is a challenge. Other countries of the
developing world, of which we are a significant part, will keenly watch
our efforts and determination to solve the problem. We should be able to
set the pace for them.

I shall not try here to identify the economic problems of the Muslim
world more specifically, or to suggest a scale of policy priorities to tackle
these problems. This task properly belongs to the eminent scholars who
will take part in the deliberations. I would say, however, that it is not
going to be easy, both in terms of the required determination and the
effort, to solve these problems. It will thus be unwise to be too optimis-
tic. There are a number of difficulties and limitations which have to be
faced and overcome before headway towards our goal becomes possible.

All of our countries have their own specific problems. They have their
own national priorities. For example, the petrolcum-cxporting Muslim
countries have to give thought to the question of offsetting the depletion
of their natural resources by the accumulation of productive capital
assets. For other Muslim countries, on the other hand, the underlying
problem is how best to reverse the adverse trend in their terms of trade,
so that their foreign trade can become a useful instrument for quick
diversification and industrialisation of their economy.

Many of the Muslim countries, as we have noted, are very poor in re-
sources. Apart from natural resource endowment, these countries have
their own history of economic development, their own traditions. The
problem is particularly difficult in the institutional set-up, for most of
these countries are unfortunately still perpetuating the colonial legacy in
their quality of life, their cultural values and, above all, their institutions.
Thv.f:sc are not easy to change. They take time, but the fact is that econ-
omic development is crucially linked with these factors. All this requires
a great deal of spade-work in terms of identifying difficulties, and recog-
nising deterrents to cooperation and other limitations. '

This would have to be followed by cooperation in various forms in the
ﬁel_ds of infrastructure, expansion of trade, integration of communi-
cation systems, development of common financial institutions, invest-
ment, short-term credit, promotion of transfer of technology and the
exchange of scholars and students. This is a long process yet it is unavoid-
able_ as a pre-condition to any hope for more fruitful and concrete coop-
eration, leading to a substantial increase in the rate of economic growth
and the economic strength of the Muslim world.

m;{-‘t}:; cg?ﬁf&?]r:gf,:;?nt'o carlier cannot be ignored. Our goals in the
ic cooperation among the Muslim countries
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should not, therefore, be over-ambitious. However, we have an invalu-
able source of strength. Islam is a tremendous moral force and, as a code
of life, provides not only answers to these problems but the basis on
which a meaningful dialogue and effective policy options can be deliber-
ated upon. Islam, as we all know, emphasises social justice more than
anything else. It enjoins upon its adherents the policy of egalitarianism
and equality which covers not just one department of life, but its totality.
It applauds as a virtue the act of sharing wealth with less fortunate
people.

Islamic tenets motivate us to foster the economic development and
social progress of Muslims, both individually and collectively, in accor-
dance with the principles of the Shari‘ah. This attitude is part of our
dogma. Therefore, in an effort to utilise our available resources for the
maximum advantage of the Muslim countries as a whole we shall be
doing no more than following the injunctions of Islam.

As you are aware, a number of economic groups have demonstrated
how successful and fruitful joint economic effort can be. The European
Economic Community is but one example of such economic cooper-
ation. It has made possible tremendous progress, notwithstanding serious
reservations that were expressed in some quarters and the existence of
deep-seated political differences among some member countries. Polit-
ical differences between Germany and France, for example, had persisted
for centuries. Yet the progress they have achieved through the EEC is
exemplary. Similar efforts have been made in other parts, with varying
measures of success. The Muslim world has the added advantage of a
common religion, a common cultural heritage and a common history.
With rich resources in minerals, land and manpower — to name but a few
— it should not be difficult for the Muslim countries to provide an
example of economic cooperation.

The Muslim world is caught in a world which is full of paradoxes and
contradictions — peace making among growing tensions; poverty amidst
plenty; breakthroughs in science and technology co-existing with wide-
spread ignorance. Deriving strength from our rich traditions, we have
the potential to set an example to the rest of the world. This is the theme
of the Conference and I look forward eagerly to hearing the views of the
eminent participants.

3 The Searchfora
New Economic Order *

I S Djermakoye

It is a very great honour for me to speak to you, who have come in such
large numbers to attend the International Economic Conference organ-
ised by the Islamic Council of Europe. As you know, this is not the first
time that I have addressed my Muslim brethren assembled to discuss their
common interests and their participation in the creation of a better
world. A few months ago, I took part in the International Conference of
Muslim Associations of North America. Now I am appearing before
you, in response to the invitation extended to me, in more than one
capacity — as representative of the Secretary General of the United
Nations, who has asked me to convey to you his strong feelings of pro-
found sympathy; as a Muslim conscious of the sublime connotations of
that word; and as an African who is proud to belong to a religious and
cultural community which extends from Indonesia to the Americas.

I should like, in particular, to express my keen sentiments of fraternal
affection to the Secretary General of the Islamic Conference, His Excel-
lency Dr Amadou Karim Gaye, whose constant dedication to our great
and holy cause is known to all, and to the Secretary General of the Isla-
mic Council of Europe, Mr Salem Azzam, who has so ably organised this
meeting.

One reason why so many of you are gathered here is that the feeling of
solidarity so deeply rooted in the hearts of Muslims naturally impelled
you to respond to the invitation from the Council. Another is that,
united in our faith in God, we want to help in building a future worthy
of us, worthy of all men, and particularly in the establishment of a new
international economic order and, hence, of future world peace.

More than thirty years have elapsed since the Charter of the United
Nations came into force, or, in other words, since the creation of a
complex of institutions and organisations aimed at ensuring worldwide
economic and social well-being. At that time, great hopes were
doubtless placed in the new system, but expectations have not been

* Address by Issoufou Saidou Djermakoye, Under-Secretary General, Technical Cooperation,
United Nations at the Inaugural Session.
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entirely borne out.
In the years which followed, international economic relations were

largely governed by four major principles: free and constantly expand-
ing trade, free movement of capital for investment and of technical
expertise, unimpeded supplies of raw materials and international cooper-
ation.

No one can deny that the three decades after the end of the Second
World War were marked by considerable economic growth and that
gross world production showed an unprecedented increase. By the late
1960s and early 1970s, however, it became apparent that the economic
and social progress which the industrial countries were enjoying did not
have its counterpart in the countries of the Third World.

The fact is that there were serious infringements of the principles
which were supposed to form the basis of international economic re-
lations. Free trade was restricted by tariff regulations or preferential
agreements which promoted imports of raw materials but at the same
time limited imports of producer goods or finished products, the effect
being to hinder the industrialisation of the less-developed countries.
Similarly, the free movement of capital was only apparent. The appro-
priation and provision of funds depended on the goodwill of the finan-
cial institutions of the western world, which exercised a decisive
influence on investments in the Third World. We used to see, and still
see, a wealthy country suspending or withdrawing, often for the most
selfish reasons, its investments in a country which “incurred its displea-
sure’’.

And what of the free movement of expertise? The fact was that
national laws and international agreements on intellectual property re-
served the discoveries and results of technological progress for the ex-
clusive use of the wealthy countries. The poor countries were reduced
to the passive role of impotent onlookers. As for supplies of raw ma-
terials, the actual situation was one of anarchy reflected, for instance,
in abrupt price variations. At times there was talk of shortages, at
others of over-production and gluts in the market. The first victims
were, of course, those countries which produced a single commodity
and which in the best of circumstances could not count on a stable in-
ternational commodity market. Lastly, international cooperation did
not escape criticism. Bilateral assistance was criticised as not having
been always entirely disinterested and even at times becoming an
instrument of domination by one side over the other. Nor was multi-
lateral assistance making such rapid headway as would have been de-
sirable. A number of industrial countries were showing less and less

interest in development because they were very poorly informed
about the real causes of under-development and were distracted by
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their own internal difficulties; particularly by their desire to combat
the effects of world-wide inflation and an international monetary crisis.

The developing countries themselves were suffering from those effects
and the industrial countries seemed to have forgotten that “any lasting
prosperity is based on the well-being of all”’* and did not seem to per-
ceive that their growth would one day be jeopardised by increasing
inequalities throughout the world, for which they would be held re-
sponsible. A crisis was inevitable, and it came in 1973. On 16 October
1973, the oil-producing Arab countries, meeting in Kuwait under the
auspices of Saudi Arabia, decided to increase their prices by 70 per cent
and to reduce their monthly output by s per cent. For the first time, a
group of “‘small” countries — developing countries — were joining to-
gether to impose their will on the industrial world. Nearly all the other
producers followed suit and eventually, at the end of three months, oil
prices quadrupled. The entire world was traumatised by this jump in
prices, and we know what an impact it had on the economic situation of
the industrial countries and on that of the developing countries which
had no oil resources — those disadvantaged countries that are coming to
be known as the ‘Fourth World'. All this took place in an atmosphere of
confrontation which threatened to degenerate rapidly.

It was at this point that the Sixth Special Session of the General
Assembly of the United Nations was convened, “as a result” — in the words
of the Secretary General, Dr Kurt Waldheim — “‘of a most timely and
opportune initiative by President Houari Boumédienne of Algéria."
The Session, which was devoted to “problems of raw materials and de-
velopment”’, gave the United Nations “‘an opportunity to begin to de-
velop . . . an over-all and global long-term policy for the future’” and
“to lay the foundations for a world-wide economic system founded in
equity and justice.”

The Muslim world took a very active part in the work of the Special
Session. President Boumédienne stated at the outset: *‘Posed a quarter of
a century ago by the community of nations as one of the major world
priorities, the problem of development has today become the priority of
priorities we must all face, without further delay, if we wish to avert the
tragic possibility that this problem might one day become a source of un-
controllable conflagration.”

President Boumédienne proposed five lines of action to open the way
:;tii:ﬁizf;?;:;; -t:;fe tﬁil:cg};pvcr fE)y th}(: develo;&ir}g countries of their
development; the, mobilisatic:: gf(ihz C'?i C{{ €}r11t i lntﬂ_gfﬁted prOCCSS‘Of
_ nent; ' aid of the international community
In a massive expression of solidarity among peoples; the elimination, or
ft Le:tscti :bgl-gs}s;t:r:ir;ngi;toffthc bu_rdens ;imd attenuation of the circumstances

; er for Foreign Affairs of Iceland, 1948.
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which weigh on the developing countries and very often ultimately nul-
lify the results of their development efforts and their sacrifices; and the
working-out and putting into effect of a special programme to procure
more concentrated aid for the most deprived peoples.

The debates were to relate to the subjects thus enunciated, and the
Muslim countries, joined in fraternal solidarity, emphasised the gravity
of the situation and the need to adopt new solutions in an atmosphere of
cooperation and mutual understanding.

Mr Ahmed Zaki Yamani, Petroleum Minister of Saudi Arabia, gave
an idea of the scope of the problem of raw materials and economic devel-
opment in the following terms: “On close examination we discover that
development alone is a general subject that entails four main elements:
(a) raw materials, including energy: (b) capital; (c) technology: and (d)
markets. Thus, it is clear that the discussion of development, viewe
from an angle as wide as this, would extend to include the subjects of raw
materials, the energy crisis and prices. Indeed the discussions would go
even further to include inflation, balance of payments problems, the
monetary crisis, and all the other ills that we see besetting international
trade today”’; he continued: *. . . no country, no matter how powerful
or wealthy, will be able to remain oblivious of the plight of other coun-
tries that suffer the pain of crushing poverty and starvation. The world of
today is one community. If | may borrow the words of Muhammad, the
Prophet of Islam — may God’s peace and blessings be upon him —1I can
describe this community as ‘an edifice, the different parts of which held
each other together” and as ‘similar to the human body: when one part of
it is hurt, all the other parts share its pain’.”

I shall not list the detailed proposals made by the representative of
Saudi Arabia, since that would take us too far afield, but I should like to
tell you how he saw the role of his country and that of the industrial
countries in a new international economic order — and I quote: ““We in
Saudi Arabia view the world’s economic situation as an indivisible
whole. Our approach to it is objective, and we undertake to make every
carnest effort, using all the means at our disposal, to help in the search for
fundamental solutions to the many problems. We realise, of course, that
fundamental solutions to problems of this magnitude cannot be found
overnight. They can only come gradually, and they certainly require
sacrifices to be made. Some individual self-interests will have to be sacri-
ficed in order to preserve or further general international interests,

which if not more important are certainly not less important, in the long
run, even for the country making the sacrifice. It is this general philo-
sophy that guided Saudi Arabia’s actions in the past and that will guide
its actions in the future.”

The role of the industrial countries was defined by Mr Yamani in the
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following terms: *“. .. it is our belief now that the responsibility for
extending immediate assistance to the group of developing countries
should not rest solely on the shoulders of the oil-exporting countries.
The greater part of it should be borne by the advanced industrial coun-
tries, which receive from the developing countries prices for the manu-
factured goods they export to them that greatly exceed, in relative terms,
the prices that oil producers realise for their oil.”

This appeal for international solidarity and cooperation was to be
made in various forms, but with the same insistence, by all the Muslim
delegations. May I cite, in this connexion, Mr Benhima, Morocco’s
Minister for Foreign Affairs: “If the international community sincerely
becomes aware of the inevitable interdependence of its economic life,
just as it has realised that peace is indivisible, hope becomes possible. But
in order to complete the independence of states and guarantee the free-
dom of man, it is time jointly to seek the coming into being of this jus-
tice, without which the difference in the quality of life will of necessity
maintain segregation before a destiny which we all claim we want to be
better for all. The Third World, in inviting all states to this dialogue,
wishes to continue its itinerary and its vocation by eliminating all forms
of confrontation which, we have learned to our sorrow, are true
obstacles to peace and to the common hope for prosperity.”

The Sixth Special Session of the General Assembly ended with the
adoption of a “‘declaration” and a *‘programme of action” concerning
the establishment of a new international economic order. However, the
decisions of that Special Session were not immediately implemented by
the developed countries, a fact that testifies to the spirit of confrontation
which, despite appeals for cooperation, was prevalent at that time. The
countries of the Third World invoked the new international economic
order in the negotiations and conferences in which they participated, while
the industrial countries rejected that reference to resolutions which,
in their eyes, were not mandatory and had not been adopted by consensus.

The gravity of that state of affairs and the resulting tensions led the
Third World countries and the developed countries to adopt a more
conciliatory attitude at the Seventh Special Session of the General
Assembly, which was convened in 1975 to make arrangements for the
new international economic order.

In his opening statement the President of the Special Session, Mr
Abdel {%zlz Bouteflika, Minister for Foreign Affairs of Algeria, made the
following remarks: . . . the Third World is unceasingly fighting and
working for true cooperation in a spirit of dialogue and on an equal an
mutually advantageous basis. . . . Of course, it is no part of the intentions
of the Third World, regardless of what is said of us, to impose solutions
on anyone. To do so would not be consistent with either the realism of
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the developing countries or the purposes of this Organisation. . . . It is,
however, clear that confrontation cannot but be harmful to everyone.”

The representative of Saudi Arabia, Mr Jamil Baroody, after observ-
ing that it is through love and affection that we can build a better world,
concluded his statement with this appeal: . . . unless you have mutual
trust and goodwill you will not be able to initiate a new international
cconomic order. Progress is inane and may be destructive without toler-
ance and humaneness. Peace cannot be served without taking into
account that every human being has the birthright of adequate food,
shelter and clothing. So please do keep these elementary truths in mind
when the various groups get together, we hope to create a new inter-
national economic order. Try to replace detente with entente and may the
Creator of this stupendous universe guide us all into the right! "

The representative of Senegal, guided by the generous and brilliant
thinking of my friend and brother President Léopold Sédar Senghor,
observed: . . . those same developing countries are aware that the suc-
cess of their efforts, and even their survival, will finally depend on the
ways and means that can by common accord be found for harmonious
cooperation within the international community as a whole. The coun-
tries of the Third World have nothing to gain from a diminution in the
volume of world trade, or from a reduction in the flow of technical and
financial resources. We hope, on the contrary, to convert those resources
from means for ensuring our dependence into instruments for promoting
development. In truth, any serious reflection on the present situation in
international relations leads us to realise how essential is a more active
solidarity within the international community . . .”

I could quote from many other statements, but that would make too
great a demand upon your patience. As we have seen, the Seventh
Special Session marked a change in the attitude of both the Third World
countries and the industrialised countries, thus enabling Dr Kurt Wald-
heim to write, a little less than a year ago: “The Seventh Special Session
of the General Assembly was in a sense the test as to whether there would
be a continued confrontation between the industrialised and the deve-
loping worlds on these and other issues. By this time, however, basic
positions had evolved sufficiently for the discussion to hinge not so much
on whether, but rather on what kinds of, collective arrangements could
be agreed on to meet the demands of developing countries, especially in
the field of commodities. There was evident for the first time an entirely
new approach to development and a general disposition to create effec-
tive conditions for a better world economic order.” Dr Waldheim went
on to observe: “The Seventh Special Session was rightly acclaimed on all
sides as a victory for conciliation and a cooperative view of the future.”

The Seventh Special Session ended with the unanimous adoption of
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the final resolution, which marked a definite improvement in the climate
of negotiation, but nevertheless did not actually establish the new inter-
national economic order as defined in the Declaration and Programme
of Action and in the Charter of Economic Rights and Duties of States.

The principles on which the new international economic order is to be
based are by now too well-known for me to subject to a detailed analysis
here. However, I hope you will allow me to say a few words about
them. When one reads the Declaration one is inevitably reminded of the
spirit which reigned in the United States at the time of independence and
in France at the beginning of the 1789 Revolution. In this Declaration,
the Members of the United Nations “solemnly proclaim their united
determination to work urgently for the establishment of a new inter-
national economic order based on equity, sovereign equality, interde-
pendence, common interest and cooperation among all states,
irrespective of their economic and social systems, which shall correct
inequalities and redress existing injustices, make it possible to eliminate
the widening gap between the developed and the developing countries
and ensure steadily accelerating economic and social development and
peace and justice for present and future generations.”

This is a grandiose goal which is proposed for the nations of the
modern world. But how is it to be attained? What steps should be taken?
As you know, the Programme of Action proposes a whole series of
solutions relating to raw materials and trade, the transfer of resources, in-
dustrialisation, science and technology, and agriculture. One of the most
important sections deals with the Special Programme aimed at helping
the Third World countries most seriously affected by economic crisis.
This Programme is ambitious and when drawn up, it originally aroused
mistrust on the part of the industrialised countries. It is being imple-
mented slowly, thus severely testing the patience of progressive forces in
both the Third World and the industrialised world.

Nevertheless, the new international economic order is gradually being
established. Since its purpose is to end an international economic crisis —
}x’hich continues to affect the world — a number of international meet-
ings have been convened to study the problems posed. I shall not dwell
on the Sectoral Conferences held under United Nations auspices, in par-
ticular those concerning food, population, industrialisation, and human
sctt]cmv::nts, and the Fourth Session of UNCTAD, which demonstrated
';}‘_It.'ldCSlre ]Of both developing and developed countries to continue the

ialogue a rcady begun, but I do wish to mention two series of meetings
which in my view are of capital importance. First, the Summit Confer-
ences, wrhlch reflect the will of Heads of State and Governments to co-
operate in resolving the crisis. Rambouillet, Puerto Rico and London are
milestones on the road to cooperation. It would be a mistake to think that
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the participants confined themselves to discussing problems affecting
their interests in the narrow sense of the term. The London Conference
was devoted to four main themes: a consideration of the economic situ-
ation in the industrial market economy countries, a positive follow-up of
the North-South Conference, efforts to reconcile the use of atomic
energy with the desire to prevent the proliferation of nuclear weapons
and the question of human rights. The complexity of the problems con-
sidered made it impossible to attain all the objectives set, but progress
was nonetheless made. Thus, the London Conference led to the resump-
tion of the North-South Conference between the Third World coun-
tries and the industrialised countries.

That Conference, which held its last ministerial session almost a month
ago, met for the first time in Paris in December 1975, in order to study
questions relating to international economic cooperation, and enabled a
relatively limited number of Third World countries and industrialised
countries to exchange views. The Conference followed on naturally
from the Seventh Special Session of the General Assembly and took up
the same themes. Its work programme, greatly influenced by the petro-
leum-producing countries — particularly the Muslim States — which
insisted that the problems concerning all the Third World countries
should be considered, dealt with four sectors: energy, raw materials, de-
velopment and financial affairs. Four commissions of limited member-
ship were set up, composed in such a way as to take into account the
inter-dependence between the economies of the Third World countries
and those of the industrialised countries. It is still too early to say what
the specific results of the last session of the Conference will be, but I be-
lieve that we are on the right course.

One of the reasons I am hopeful is that the countries which benefit
from higher oil prices are aware of the inter-dependence of national
economies. In May, when he accompanied the Saudi Arabian Crown
Prince to Washington, Mr Yamani stated that his country’s develop-
ment was linked to overall economic prosperity, including that of the
industrialised countries. Let me cite a few figures. During the period
1970—73, the OPEC countries accumulated a surplus of $11 billion on
current account. That surplus has risen to $142 billion and will reach
8270 billion by 1985. If the deficit countries are to be able to cope with
their rising debts, their gross national product must increase at the same
rate; that will call for a continuing rise in world economic activity and
a return to stable prosperity within the framework of the new inter-
national economic order.

This trend will be accompanied by an expansion of the world of
business and labour. As everyone knows, present-day business enter-
prises find their freedom restricted by workers’ claims and increasing
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on. However, a new field of activity is now open to
them: the industrialisation of the Thir_d World, the cstgb]ishmem of
infrastructures in such vast arcas as the Mlddle East and Africa, thc‘dcvcl-
opment of world transport, and the creation o_f ban_lu_ng, fmanc_lal and
hotel chains. Businessmen will halv%' a world-wide mission and w1lll have
to operate on an in’ternatil?inal basis if they are to adapt to the new dimen-
' rrow’s world.

SIO{]‘;:;: c:lr:'lli(zms, which were originally established to dcfcnd'the indi-
vidual, the wage-earner, against the omnipotence of the busmcssm:}n,
now find that their role has become one of monitoring the system which
they have succeeded in imposing on the busmcgmar}. Business has
undergone a change, and the target oflthc trade unions is toda).; not the
capitalists but the monopolies. Power is no longer held by businessmen
but by technocrats, who are also 'wage-c‘arners."l‘omorro‘w, however,
things will be different, for the distribution of income will no longer
take place at the enterprise or country level but at the wprld-w1de level.
That is what will open up new prospects for the trade unions.. .

The world of tomorrow will be characterised by a new kind of busi-
ness enterprise, a new kind of trade union, and a new economic policy as
well. The development of the Third Worl_d. under the agreements
adopted at the numerous gatherings — particularly the North—South
Conference — convened to discuss the conditions for establishing the new
international economic order, will profoundly alter the flow of capiltal
and technology and will be conducive to the restoration of world-wide
monetary equilibrium, provided that there is goodwﬂ_l on the part of the
governments concerned. There is every reason to believe that recovery,
if it follows a curve parallel to that of the surpluses on current account to
which I have just referred, will be accompanied by a slackening of in-
flation and a reduction in unemployment — those two banes of a great
many countries of the industrialised world. ‘

But, it will be said, the establishment of the new international econ-
omic order will take some time, and meanwhile what will become of the
poorest countries? That problem has not escaped the attention of the oil-
producing countries, which have spontaneously shown their solidarity
with what has been referred to as the “Fourth World.” In order not to
digress from the subject of our meeting, I shall merely mention the meas-
ures taken in the Muslim world for the benefit of the Fourth World. A
number of financial institutions for development assistance have been es-
tablished. As regards multilateral assistance, there is the Arab Fund for
Economic and Social Development, whose activities in principle affect
only the countries of the League of Arab States; the Arab Bank for Econ-
omic Development in Africa, whose resources, exclusively of Arab
origin, can be used only for the benefit of non-Arab African countries;

state interventi
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the Islamic Development Bank, which is designed to finance economic
and social development even in non-member countries if they have
Muslim communities; the Special Account of OAPEC, whose purpose is
to provide emergency aid to non-oil-producing Arab countries; the
Special Arab Fund for Africa, which was set up, inter alia, to compensate
African countries for economic losses resulting from the rise in oil prices;
and the Arab-African Technical Assistance Fund, which is financed by
the countries of the League of Arab States and one of whose main pur-
poses is to find new fields of activity for technical cooperation between
Arab and African countries for purposes of development.

With regard to bilateral financing, I shall mention the Kuwait Fund
for Arab Economic Development, whose activities affect both the Arab
and non-Arab developing countries; the Abu Dhabi Fund for Arab
Economic Development, which was set up to provide economic assist-
ance to developing countries in Asia and Africa; the Saudi Development
Fund, which finances projects in both Arab and non-Arab developing
countries, and the Iraqi Fund for External Development, which has the
same purpose as the Saudi Fund.

Finally, a noteworthy recent initiative was the establishment of an
Arab Monetary Fund with an initial capital of $9oo million, one of
whose purposes is to provide funds to member countries experiencing
serious balance of payments problems.

I could mention other initiatives undertaken by non-Arab Muslim
States, such as Iran, for the benefit of the entire international community
or of individual countries. However, these efforts are so well-known
that there is no need for me to describe them in detail. They are of par-
ticular symbolic significance, for they show that the international com-
munity, including the developing countries, is aware of the grave
problem posed by the plight of the most disadvantaged countries and of
the need to lose no time in assisting those who do not have the good for-
tune to possess oil deposits.

In the Second World War, which was fought to safeguard the funda-
mental principles of mankind and uphold human rights, the Islamic
world made a huge contribution, with innumerable Muslims sacrificing
their lives in quest of a world of equality and brotherhood among men.

Ishould now like to share with you a personal remembrance. After the
declaration of war as a young volunteer and the follower of the great
Senegalese marabout El Hadj Seydou Nourou Tall —a descendant of El
Hadj Omar, who, with black companions already converted to the faith,
won all of West Africa for Islam — I travelled through the entire Ivory
Coast, where the Muslim units of the French Army of Africa were con-
centrated. There I read with revulsion in Hitler’s Mein Kampf that the
Africans, descendants of Hottentots and Kaffirs, were little more than
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apes without a soul and that it was criminal folly to treat them like
human beings. In the face of these inhuman aberrations, Seydou Nourou
Tall, the great Muslim chaplain of black troops, preached the eternal
precepts of the Qur’an, which makes equality and brotherhood among
men one of the supreme values, and thus exhorted Muslims to defend
their human dignity and the honour of the black race, which was so
unjustly mocked in a vile and criminal manner for the sole purpose of
perpetuating the exploitation of countries with resources of whose mag-
nitude no one at that time had any notion.

It is therefore not surprising that, faithful to its tradition, Islam con-
tinues in peacetime to defend the eternal truths of God, guarantees of
complete brotherhood between men; men who must maintain unity and
solidarity so that together they may create a new world based on mutual
understanding, social justice and universal peace.



4 A Promising Initiative’
Frank Judd

I am glad to have been asked to participate in the opening session of this,
the second Conference to have been organised in London by the Islamic
Council of Europe. I am happy to welcome all your delegates to London
on behalf of the British Government. The Foreign and Commonwealth
Secretary, David Owen, has asked me to say how very sorry he 1s not to
be able to be here himself. He has asked me to convey the following mes-
sage on his behalf.

“It is entirely fitting that for the second time Britain is playing host to a
Conference organised by the Islamic Council of Europe. Britain has
strong traditional links throughout the Islamic world and these links
have never been firmer than they are today. You have chosen as the
theme for your Conference a subject of great importance to us all and the
list of distinguished speakers and participants is a testimony to the im-
portant contribution which Muslim countries have to make to the
solution of our common ills. May your Conference contribute to a better
understanding between the peoples of Europe and those of the Islamic
world, and to the peaceful achievement of a more just and stable world
economic order. I send my best wishes to you all.”

For me, personally, it is particularly interesting to be here today, for
before I came to the Foreign and Commonwealth Office I was Minister
for Overseas Development. On the basis of my experience in that Min-
istry and in the Foreign and Commonwealth Office I can certainly agree
that, to quote from your conference pamphlet, “The present debate be-
tween the developed and the developing countries of the world is enter-
ing a decisive state”’.

Whether we can, together, approach and solve the great economic
issues of our time and establish a more just, equitable and stable world
economic order, will ultimately determine the kind of world that we
bequeath to future generations.

What has come to be called the North-South Dialogue takes place in

* Address by Mr Frank Judd, M.P. at the Inaugural Session.
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many international bodies, in the UN and its various agencies and in
other international gatherings such as the recent Commonwealth Heads
of Government meeting. The Euro-Arab Dialogue also has an important
role in this debate. It provides a valuable framework for economic and
other cooperation between the European Community and a large part of
the Muslim world. It was encouraging to see how, in the words of its
communique, the Dialogue General Committee meeting in Tunis in
February “succeeded in cementing the idea of the Dialogue” and in
“strengthening its foundations and procedures™.

Your Conference will certainly make its own significant contribution
to the North-South Dialogue. For the past 18 months this dialogue has
been centred on the Conference for International Economic Co-
operation which concluded recently after completing detailed discus-
sions on the whole range of economic issues affecting both developed
and developing countries. We did not expect the CIEC to solve all the
problems before it; it was inevitably just one stage in a continuing pro-
cess.

However, in spite of the great complexity of the problems involved
and while all of us who are impatient for progress would have liked to
see more concrete results, I believe it would be greatly ill-judged to con-
sider it a failure. On balance it clarified a great deal and set out the areas
for concentration in the future. What is now needed is firm determin-
ation to build on this as we pursue the many outstanding issues in the
various international bodies where the Dialogue will now continue. The
spirit of cooperation which began with the Seventh Special Session of
the UN General Assembly must never be allowed to wither; for only by
recognising the inescapability of international economic, political and
strategic interdependence can we hope to find solutions that will benefit
us all. Nobody, except the masters of rhetoric — certainly not the many
millions of men, women and children to whom we owe our overriding
allegiance — will benefit from negative confrontation.

London has been host to a large number of conferences this summer. In
May we had the Downing Street Conference followed by the NATO
Heads of Government meeting, and at the beginning of June there was
the Commonwealth Heads of Government Conference. Finally, at the
end of June there was the European Council meeting of Heads of State
and Government in London which marked the end of a period of six
months during which for the first time the UK undertook the respon-
sibilities of the Presidency of the Council of the EEC. All this adds up to
a lot of words, but the future cannot be built on words. The challenge is
to transform these words into effective action.

. The Muslim world, like the Commonwealth, comprises some of the
richest and the poorest nations in the world. Like the Commonwealth it



26 Frank Judd

is able, for this reason, to look at economic and political problems in their
global context. During the World of Islam Festival in London during
1976 we were able, many of us for the first time, to appreciate the
immense achievements of Islamic civilisation, particularly in its first
flowering in the Middle Ages. Islam then gave the world, in addition to
the force of a new religion, the benefits of great scientific, cultural and
artistic advances. Today the Islamic nations have once more a vital
contribution to make to the international community. I believe that your
Conference can lead to a greater understanding of some of the economic
challenges and opportunities which face all of us today. Islam plays an
important part in reminding us all that we live in one world (even if it is
becoming fashionable to talk about three, or even four, worlds) and that,
both as nations and as individuals, we have important obligations to each
other if our society is not “‘to degenerate into violent and destructive
conflict”.

On behalf of the British people, the British Government and, if [ may
myself personally, I wish you all a most successful Conference and to our
visitors a very enjoyable stay in Britain.

5 A New Threshold*

Salem Azzam

It gives me great pleasure to say a few words to you at the conclusion of
this International Economic Conference. The Islamic Council of Europe
is proud of having sponsored this Conference, enabling some of the lead-
ing Muslim scholars, statesmen and international civil servants to confer
together and outline the role of the Muslim world in the making of a
new future for mankind. I am sure you will agree with me that the time
we have spent together in this Conference will remain fresh in our mem-
ories for a long time and that this humble effort will prove a useful step
forward in bringing about a new awakening about the role of Islam in
meeting the challenges that man faces today.

This Conference has focused the attention of the Muslims and
non-Muslims alike on the fact that the international economic order is
threatened with disintegration not because some specific part of it has
weakened and given way, nor because some disorderly group is bent
upon destroying it, but because the system is characterised by injustice
and exploitation of the many by the few. Such a system can last only as
long as those on whose exploitation it thrives are incapable of chal-
lenging it. It is a Divine law evidenced in history that an unjust system
cannot hold the ground forever. After a certain spell during which its
supremacy seems everlasting, cracks begin to appear in its foundations
and the forces of change sweep it into the dustbin of history, sometimes
gradually and sometimes through a sudden dramatic collapse. And one
may further say that the prospects of catastrophe become more imminent
when the possibilities of negotiated change are denied by the defenders
of the old order.

Brothers and sisters, we are passing through a very critical period of
human history. On the one hand man has now in his hands the means
through which he can establish a just world order in which all human
beings may live in amity, peace and dignity. This prompts one even to

* Concluding Address by Mr Salem Azzam, Secretary General of the Islamic Council of Europe.
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dream of the possibility of a new golden age in the not too distant future.
But this is only one possibility — the other is that the power that science,
technology and economic riches have given to man would continue to
make him more and more neglectful of his responsibilities towards other
human beings and towards God. This blinds him to the dangers that are
bound to follow the misuse of these powers, threatening the very exist-
ence of man and civilisation.

At a crucial historical moment like this, we the Muslims, cannot be
passive spectators of this tragic situation. We have to prepare ourselves to
play a role that is in keeping with our religion and our early historic tra-
dition. It is our duty to present before the world a new vision of man and
society — of a new order in which man could re-discover the true mean-
ing of human greatness and evolve a society wherein justice is assured for
all. Let me make it very clear that this vision is very different from the re-
ality of contemporary Muslim life. We invite mankind to examine the
Islamic ideology as it is expounded in the Qur’an and Sunnah and see if it
can establish the new order of which man is dreaming. We also invite the
Muslims to examine critically their own life-styles, individual as well as
collective, and to make a serious and dedicated effort to change the
system so as to fully and totally conform to the Islamic ideals and norms.
Then only would we be able to present before the world a model of the
Islamic order that would give a vision that can inspire the soul of man
and prompt him to achieve new heights of progress.

This is the role that the model of Madinah played in the early history
of Islam and this is the role to which history is calling the Muslims once
again.

Coming back to what the Islamic Council of Europe is and proposes to
do in this respect, may I once again submit that our main purpose in
organising this Conference has been to provide the Muslim intellectuals
with an international forum to present their viewpoint before the world.
By the grace of Allah we have done that successfully during this Confer-
ence.

To the western world we have tried to show that the Muslim anxieties
about the current debate on the new world order are based on careful
analysis of the world situation and deep reflection on their own value-
system. We hope they would try to look into our hearts and see that we
want to pursue an alternate road not because we are inimical to anyone
but because we want to serve humanity and because we do possess a cer-
tain vision of how this can be done in the otherwise confused situation of
today.

To the Muslim world we have tried to show that their salvation does
not lie in a slavish imitation of the superficial aspects of western culture
but in firm commitment to their own Islamic ideals, values and principles
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and through real hard work to re-establish the Islamic order in that part
of the world where Allah has given us political power and human and
economic resources. There is no doubt that we have to operate under a
number of internal and external constraints, but the worst obstacles in
our path are the result of our own blurred vision and lack of will to trans-
form ourselves to become true embodiments of our great religion. |
Islam is not a religion in the limited sense of the word. It covers all
aspects of human life and wants to develop a new moral personality in
man, an integrated social existence and a new socio-economic and polit-
ical order. The Muslims would fail to become true followers of Islam
unless they bring about this total transformation of their lives and so-
ciety. We are apologists neither for capitalism nor for any variant of
socialism or communism. We stand for building human life on the basis
of Islam which is unique and self-sufficient. The Islamic Economic
System is a part of the overall Islamic World Order and we invite the
Muslims to set their own house in order so as to enable others to see what
Islam is in practice. Those of you who attended the International Islamic
Conference, which the Islamic Council of Europe organised last year
would recall that I emphasised that Islam speaks only one language — the
language of action, and history also understands but one language — the
language of action. Let us not talk with our tongues; let us talk with our
deeds. This is the greatest reality that I want to re-emphasise today and in
emphasising this [ am only repeating what the Qur'an says: )
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"“Oh, you who believe! say not what you do not do. Allah abhors that you say
what youdo notdo.”  (Al-Qur’an LXI:2 & 3)

This Conference has, from this international platform, tried to explain
the Islamic approach to the World Economic Order and has spelled out
some of its policy implications for the Muslim people. The Commuﬁique
of the Conference presents the essence of our thinking. This will be fol-
lowed by a more detailed report on the recommendations of the Confer-
ence and the publication of its proceedings. It is now for the Muslim
mtellectuals to continue this exercise and work out the details of this ap-
proach for different areas of policy and planning and it is for the Muslim
i{)vcrnmer}ts to strive hard to implement them. The Islamic Council of
b:ll:;]::: w:th 1tsi]vcry.hm1tcd resources, made thi:f unique experiment of

ging together, in one forum, the Muslim scholars, political
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decision-makers and economic practitioners. We hope this exercise will
have its feedback in all areas, particularly in research, policy-making and
development planning.

The ball is now in the court of those responsible for implementation.
But I would like to assure you that as far as the Islamic Council of Europe
is concerned, we will continue to play our part by provoking thought
and by pricking the conscience of the Ummah and of those who control
its affairs. We propose to establish one or more working groups to con-
tinue the work that has been initiated in this Conference. We will con-
tinue to raise questions before those who hold power within the Muslim
world, even though they find these questions awkward and challenging.
We will continue to invite the Muslim people to strive for the estab-
lishment of a new order towards which Islam calls us.

We are committed to continue this struggle and our faith is in Allah.
He is our Lord and Guardian.
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“And He is the best guardian and the best helper.””  (Al-Qur’an XXII: 78)

Before I conclude, I would like to thank all the delegates and particu-
larly, our chairmen, speakers and discussants with whose cooperation we
were able to organise this Conference, the two rapporteurs and the
members of the drafting committee whose sustained effort has enabled us
to carry out some of our responsibilities so efficiently, the members of the
coordinating and preparatory committees whose tireless efforts made the
Conference possible, the Organisation of the Islamic Conference and the
King Abdulaziz University for their cooperation and to all of my col-
leagues in the Islamic Council of Europe and the workers from our con-
stituents, particularly the UK Islamic Mission, who have strived day and
night to share my burden. Although we tried our best to make things
comfortable for you I'seek your indulgence for all our lapses as a result of
which you might have faced some inconvenience.

In the end, I thank Allah for His help and guidance in enabling us to
hold this International Conference only one year after the First Inter-
national Islamic Conference [we had organised|] in London in 1976, and
seck His help and guidance so that we may continue these efforts with
greater success.

Brothers and sisters, I want to be very frank with you. Muslims are
very strong today. But Muslims are also very weak today. Numerically, we
are great — over 9oo million with forty-two independent Muslim states.
Economically, we have the potential to become a power to be reckoned
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with. Our voice is now beginning to be heard in the corridors of world
power; our support is now being solicited by nations of the East and the
West. This is true, but it would be a grave folly to infer that fortunes
have now turned in our favour. Our freedom is still hedged by lingering
shadows of the colonial order. Our economic resources are controlled or
manipulated by foreign powers to serve their own interests. For a num-
ber of essential needs we are dependent upon the outside world which is
exploiting this situation to our detriment. Politically, we are divided a_nd
even arrayed against one another. We still live under the spell of the in-
tellectual and cultural imperialism of the East and West. This is a grim
situation. But the Muslim peoples’ increasing dissatisfaction over this
state of affairs provides a silver lining.

There is a new and strong move to tear asunder these age-old shackles
of mental and cultural slavery and to rebuild the life of the Ummah on
truly Islamic foundations. This is the rising tide of the Islamic movement
— the contemporary revival of Islam. The efforts of the Islamic Council
of Europe are directed to strengthening this international movement
towards this revival. We hope the decisions of this Conference may
become guiding stars for this onward march of the Ummah and shine as
milestones. Our goal is clear. The road we should pursue is also clear.
Are we prepared to fulfil this mission to which history is calling us?



PART TWO

Islam and The New
World Economic Order



6 The Economic Dimension in Islam

Shaikh Abdul Haleem Mahmoud

In the name of Allah, the Beneficent, the Merciful, Praise be to Allah the
Lord of the universe, peace and blessing of Allah be upon Prophet
Muhammad and his household, companions and all those who follow his
guidance till the Day of Judgement. “Our Lord, Give us mercy from Thee
and furnish us with rectitude in our affairs™.!

I would like to congratulate the Islamic Council of Europe for organ-
ising this important Conference on the role of the Muslim world in es-
tablishing a just world order and also in making the teachings of Islam
known in the western world.

The economic dimension in Islam deserves to be understood more
clearly in our times. It is hoped that this Conference will, with Allah’s
guidance, make a valuable contribution in illuminating this aspect of
Islam. The distinguished scholars who are taking part in the Conference
will, I have no doubt, demonstrate that Divine guidance in economic
affairs is better than human opinion, be it from the East or the West.

I would like to take this opportunity to throw light on certain general
principles governing economics in Islam.

The basic principle in relation to property is that Allah is the real
Owner of everything for He is the only Giver of wealth and He is the
only Depriver of these. Man is no more than a trustee of this wealth for as
Allah says, “and expend that, unto which He has made you successors” ?

In the story of Qarun, the Qur’an reports the pious of his compatriots
saying to him, **Seek the abode of the Hereafter amidst that which Allah has
given thee.”® Qarun’s wealth was the gift of Allah and had He so wished,
He could have denied it to him. His pious compatriots also said to him,
“Do good, as Allah has been good to thee.””* Allah had bestowed wealth
upon him so it was his moral duty to use it in the best possible way.

Man in Islam is Allah’s Khalifah, his vicegerent and representative on
carth. Allah says, addressing the angels, ““I am setting in the earth a vice-
gerent.”’S Allah made man His trustee with regard to property and com-
manded him to manage all that he has in accordance with Allah’s
directions. As His trustee, man is obliged to obey the instructions of the
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One who appointed him in this capacity. What are the major instruc-
tions of Allah in respect of property? Allah has formulated laws concern-

mng:

rules for acquiring property;
rules for purifying property; _
rules for the wealthy who were given wealth by Him.

He made rules governing all forms of property, whether it be for private
use, trade, agriculture, industry, etc. and about all aspects of property re-
lations whether about renting transactions, recording of debts, sale and
purchase or other forms of disposal.

As for the rules governing the acquisition of property, they are sum-
marised in the expression halal, that is to say, it must be acquired through
means which are legitimate and beyond suspicion. Ibn Abbas, as re-
ported by Al-Hafiz ibn Mardawayh, said that someone read the follow-
ing verse in the presence of the Prophet. “O men, eat of what is in the earth,
lawful and good.”® Sa‘d ibn Abi Wagqgqas stood in front of the Prophet and
said, “O Messenger of Allah, pray to Allah that my prayers would be
always answered.” The Prophet replied, “O Sa‘d, eat of what is pure
and Allah will answer your prayers. By Allah, in Whose hand is my
soul, an individual might swallow an unlawful morsel and for forty days
his acts of worship would not be accepted by his Creator. Every servant
of Allah who fattens himself on unlawful food and on interest (riba), is
well deserving of Hell-fire.”

Ahmad and others reported that the Prophet said, “O people, Allah is
good and accepts only what is good. He has given the Muslims the same
instructions regarding conduct as He gave His apostles as He said, ‘O you
My messengers, eat what is pure and act in piety, for I know all that you do.’
And He said, “O you believers, eat of the purest of what We have given you’.”"®

Then the Prophet said, “There might be a man who goes on long jour-
neys (for religious purposes, such as Hajj) who stretches his arms towards
the sky in prayer, with his hair dishevelled and body covered with dust,
and calls with deep feeling, ‘My Lord, My Lord’, but his food is unlaw-
ful, his drink is unlawful, his clothing is unlawful and his nourishment is
on unlawful food. How can such a man expect that his prayers would be
answered?”’

Abdullah ibn Mas‘ud reported that the Prophet said that, on the Day
of Judgement, no one will be allowed to depart from the fearful stand in
front of Allah, until he is questioned about four things: his life, how he
spent it; his youth, how he utilised it; his money, how he earned and how
he spent it; and his knowledge and what he did with it. Abu *Abdullah
al-Nu‘man ibn Bashir said, ‘I heard the Prophet (peace be upon him)

7
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say, that which is permissible is plain and that which is forbidden is plain
and between the two of them are doubtful matters about which not
many people know. Thus he who avoids doubtful matters safeguards his
faith and his honour, but he who falls into doubtful matters falls into that
which is unlawful. Like the shepherd who feeds his herd on the verge of
the protected land: his sheep are likely to stray into the forbidden zone.
Every sovereign has a protected area and the protected area of Allah is
that which He has forbidden. There is one organ of the body which, if it
is pure, the whole body will be pure and, if it is evil, the whole body will
be evil. That is the heart.”

Islam, it is clear, decrees that property must be acquired through legit-
imate means. But this is not all. The owner is under an obligation to
show his gratitude to the Lord, or, if you wish, an obligation to purify
his wealth and himself. This purification is through zakat, the purifying
tax. Zakat is obligatory but sadagat (alms above and beyond zakat) 1s an
expression of a greater sense of gratitude. I shall dwell on this topic a
lictle, because it is important and because many people have neglected it.
Moreover, it is closely connected with many important aspects that need
to be clarified.

Al-Bukhari, on the authority of Abu Hurayrah, reports, “When the
Prophet (peace be upon him) died and Abu Bakr took over the leader-
ship of the ummah and there were those who became apostate, through
refusing to give zakat to the poor or to hand it over to the poor or to hand
it over to the zakat official, “Umar said (as the issue was being debated),
‘How can we wage war against such people (who witness to the unity of
Allah and the prophethood of Muhammad, peace be upon him) when
we know that the Prophet has said that anyone who makes such a state-
ment will have protection from him for his person and property, except
if there is a claim (against either)?” Abu Bakr replied, ‘By Allah, I shall
fight those who separate salat (prayers) from zakat, for zakat is a claim
against property. By Allah, if they deny me even the little bit of rope put
around the neck of a camel which they previously paid to the Prophet
(peace be upon him), I will wage war against them for such an action.
‘Umar said later, ‘Once Abu Bakr decided to fight them, I realised that
he was on the right path’.”

From this tradition, we learn that those who refuse to pay zakat put
themselves in the category of rebels and must be fought. This is because
zakat, like salat and fasting, is a fundamental part of Islam — it is the third
pillar. It is meant to feed the hungry, wipe the tears of the needy; remove
the pain of the deprived. The giver receives his reward from Allah.

Islam, in this way, shows man how to express his gratitude to Allah for
favouring him with wealth and also how to live as a responsible member
of asociety which acts like one body: if any part of it has a complaint, the
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whole will share in the pain. The wealthy, thus, lcarn that they are re-
sponsible for the poor, the strong rcspomlble for the weak, the influen-
tial responsible for the down-trodden, and the learned for the unlettered.
Zakat, as the Prophet (peace be upon him) said, is a proof (of faith) so
anyone who claims to be a Muslim while failing to give zakat will be
subject to doubt, as his refusal to pay zakat would be taken as evidence of
insincerity.

Zakat, as well as being a proof, is also a test of the believer’s faith dis-
tinguishing the faithful from the faithless. It results in the purification of
both soul and wealth. As Allah instructed the Prophet (peace be upon
him), *“ Take of their wealth an offering, to purify them and cleanse them there-
by.”® Wealth which 1s pure and cleansed through the giving of zakat,
will always show growth and will be blessed by Allah and Pl‘OtLCtLd
from harm, but, above all, Allah will replace it. The Qur’an says, “And
whatever you shall expend, He will replace.”" Allah replaces it, not to its
original value, but increases it manifold: *“ The likeness of those who expend
their wealth in the way of Allah is as the likeness of a grain of corn that sprouts
seven ears, in every ear a hundred grains. So Allah multiplies unto whom He
wills. Allah is all-embracing, all-knowing.”” " After all this, comes the reward
in the Hereafter and the pleasure of Allah, the most High. Zakat is
rewarded by seven times its value upwards to seven hundred times or
beyond as Allah wills.

Zakat is thus a bond between man and his Creator, a bond which is
manifested in the pleasure of Allah. He rewards the giver with His bles-
sings, and the gratitude of the man so favoured by Allah is expressed by
spending in Allah’s way. From another aspect, it is also a bond between
the individual and his society, a bond of cooperation, kindness and
mutual responsibility.

Zakat must be given with a sense of pleasure and satisfaction without
looking for anything in return. The Qur'an says, “Now I have warned
you of a fire blazing fiercely, whereat shall be roasted none but the most wretched,
who cried lies and turned away, and from which shall be removed the most pious
who give wealth and purify themselves. And he owes no one a favour to recom-
pense, only seeking the face of his Lord, the most High. He shall surely be satis-
fied."?2
" Some people follow their alms with reproach and injury, thus nullify-
ing their good deed but, “Those who expend their wealth in the way of
Allah and do not follow that with reproach or injury, their reward is with their
Lord and no fear shall be on them and neither shall rheygrww‘ Ha

Wealth belongs really to Allah — as the Qur’an says, “Expend that of
which He made you successor. The believers and expe nders from amongst you
shall have a great reward.”" And in a Divine tradition (hadith qudsi),
Allah, the most High, says, *The wealthy are My deputies and the poor are
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My dependants, so if My deputies deprive My dependants, I shall make them taste
My punishment.”

Those who are miserly have been mentioned in the Qur’an: **But as for
those who are niggardly with the bounty of Allah, let them not suppose it is better
for them; nay, it is worse for them. What they have been niggardly with will be
hung amund their necks on the Day of Resurrection. To Allah belongs the mhr’m-
ance of the heaven and the earth and Allah is aware of everything you do.”

The Human Aspect of Zakat

It was reported by Ahmad that, **A man from the tribe of Tameem came
up to the Prophet (peace be upon him) and said, ‘O messenger of Allah, 1
am a man of considerable wealth and numerous relatives, please tell me
what to do and how to expend my wealth.” The messenger of Allah re-
plied, “You give zakat out of your wealth; it is a cleanser to purify you.
And give your relatives, as a sign of affection, and acknowledge (by
action) the right of the poor, neighbours and beggars.” " In this way, the
Prophet has pointed out that zakat purifies the giver. It purifies him of
the stains of miserliness. The Qur’an says, “And those who are guarded
against the avarice of their own souls shall be the ones to prosper.”™ And the
Prophet (peace be upon him) spoke of three deadly sins, one of which is
avarice.

Zakat thus purifies the person of selfishness, such selfishness which
incites him to hoard wealth and deny it even to his relatives. But if he
gets used to paying zakat, he will form the habit of being able to give to
others part of what he owns and thus would be cured of selfishness.

Zakat gives a sense of security to the giver. It is a protection to the self
and a source of satisfaction and comfort to the heart. The Prophet says,
“Safeguard your wealth by paying zakat.”

The sincere Muslim recognises two objectives in zakat. The first is that
itis the payment ofadebt. Itisaduty, not a favour, as Allah describes the
pious as those, “In whose wealth there is a nqhtfuf share for the beggar and the
deprived.”" The second objective, which ison a hlthr plane, is that of
the pleasure of Allah, for as Allah says regarding the pious who pay their
zakat: ' He shall be satisfied (with them ). "

Sadagat (Voluntary Alms)

Allah says, A kind word and forgiveness, are better than charity followed by in-
jury. Allah is free of all wants and He is the most forbearing.””* This verse, to-
gether with others, enjoin us to give alms and specifies for us the proper
manner in which it should be given: it should not be followed by
reproach to the recipient nor should it be followed by any kind of injury
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to the recipient, whether this be in word or deed.

Early Muslims used to be meticulous in avoiding any act that might
upset the person who receives their alms to such an extent that Zayd ibn
Aslam advised that, “If you felt that the person who has received alms
from you may be embarrassed by your greetings, then you may avoid
greeting him.”

Islam protects and safeguards the dignity of the individual in all cir-
cumstances, but especially in connection with sadagat. The poor are not
to be degraded or despised for having to receive alms. The Prophet said,
“The one who gives out of wealth is no better than the one who takes
out of need.”” He also said, “Sadagat goes into the hands of Allah before it
passes into the hands of the poor.”

Moreover, in a truly Muslim society, sadagat is more beneficial to the
giver than the receiver, for the giver is rewarded in this world and the
Hereafter, but all the poor gets is that which satisfies his hunger. It was
for this reason that the early generations of Islam were unrivalled
examples in giving sadaqat: **Aisha the wife of the Prophet gave away
fifty thousand dirhams and was left with a patched dress. She used to in-
struct her servant to listen carefully to the prayers of the poor who
received her alms. She would then in turn offer the same prayers for him
so that she would not take even prayers of the poor as reward for her
charity.”

Umar ibn Abd al-Aziz used to say, “The prescribed prayer will take
you half way to the house of the Lord and fasting will bring you to his
front door, but sadagat will admit you inside the house.”

Allahsaysin the Qur’an, “*Verily, Allah has bought from the believers their
own persons and their properties in return for paradise.”® The property is,
therefore, Allah’s and His alone. If Allah wished, He would have made
the poor wealthy, but He chose to endow the wealthy so that they may
purify themselves through sadagat, which is a manifestation of sincerity.

Islamic Rules for the Rich

The best way of explaining these rules occurs in the story of Qarun. The
pious few of his people tried to advise him on the way to handle his vast
wealth. The Qur’an tells us that they mentioned to him five rules. They
said:

1. Youshould not feel so proud of your wealth;

2. You should seek, in managing your wealth, the Hereafter and the
pleasure of Allah;

3. You should remember that your life in this world is but a preparation
for the next and you must act accordingly:
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4. You must be good to others (by giving) as Allah has been good to you
(in bestowing upon you vast riches);

5. Youshould not aim at causing corruption, as Allah does not like those
who cause corruption.

But Qarun rejected these sound principles and said contemptuously “I
have got my wealth through my own effort.”’*

He forgot, in his pride, that Allah destroys those who do not act with
piety in relation to others and who fail to show gratitude for Allah’s
favours.

Commenting on this attitude, the Qur’an says, “Had he not known that
Allah had destroyed many before him who were of greater strength and vaster
wealth?”'2

As a demonstration of contempt for those who advised him, Qarun
came out in a glittering and pompous procession. Those who were taken
in by such appearances craved his wealth, but those who followed the
true path said, ““Alas for you, the reward of Allah is better for those who believe
and who do good deeds.”®

The end of Qarun came in accordance with the rules of Allah. He has
decreed that if He wishes to destroy a city, He first gives rein to its idle
rich who break all moral laws and thereby deserve destruction. Qarun
suffered in this fashion: *“We caused the earth to swallow him up and his house
and he had no one to help him against Allah nor could he defend himself.”* And
when those who envied him for his riches the day before, saw what hap-
pened to him they said, “Ah, it is indeed Allah who enlarges or diminishes the
riches of whom He chooses. Had it not been that Allah was gracious to us, He
might have made us rich and then caused the earth to swallow us. Ah! those who
do not believe shall never prosper.”®

And the moral of the story is summarised thus:

*“The Hereafter We shall give to those who intend no high-handedness or corrup-
tion on earth.”®

At this juncture, I would like to speak about usury (riba). This is the other
limit on the Islamic scheme for management, zakat and sadagat being the
first one. Allah enjoined zakat, but prohibited riba. Islam has fought
against riba with great force. It has outlawed it because riba is not
humane. The Qur’an uses the severest expressions to describe usurers. It
says, *“Those who devour usury shall stand in front of you only like a person who
had been mad through the touch of Satan. That is, because they say trade is like
usury. (But) Allah has permitted trade and forbidden usury. Whosoever receives
admonition from his Lord and gives up his error, his past sins shall be forgiven and
all his affairs committed to Allah. But whoever reverts (to bad habits ) shall suffer
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to the recipient, whether this be in word or deed.

Early Muslims used to be meticulous in avoiding any act that might
upset the person who receives their alms to such an extent that Zayd ibn
Aslam advised that, “If you felt that the person who has received alms
from you may be embarrassed by your greetings, then you may avoid
greeting him.”

Islam protects and safeguards the dignity of the individual in all cir-
cumstances, but especially in connection with sadagat. The poor are not
to be degraded or despised for having to receive alms. The Prophet said,
“The one who gives out of wealth is no better than the one who takes
out of need.”” He also said, “Sadagat goes into the hands of Allah before it
passes into the hands of the poor.”

Moreover, in a truly Muslim society, sadagat is more beneficial to the
giver than the receiver, for the giver is rewarded in this world and the
Hereafter, but all the poor gets is that which satisfies his hunger. It was
for this reason that the early generations of Islam were unrivalled
examples in giving sadaqat: **Aisha the wife of the Prophet gave away
fifty thousand dirhams and was left with a patched dress. She used to in-
struct her servant to listen carefully to the prayers of the poor who
received her alms. She would then in turn offer the same prayers for him
so that she would not take even prayers of the poor as reward for her
charity.”

Umar ibn Abd al-Aziz used to say, “The prescribed prayer will take
you half way to the house of the Lord and fasting will bring you to his
front door, but sadagat will admit you inside the house.”

Allahsaysin the Qur’an, “*Verily, Allah has bought from the believers their
own persons and their properties in return for paradise.”® The property is,
therefore, Allah’s and His alone. If Allah wished, He would have made
the poor wealthy, but He chose to endow the wealthy so that they may
purify themselves through sadagat, which is a manifestation of sincerity.

Islamic Rules for the Rich

The best way of explaining these rules occurs in the story of Qarun. The
pious few of his people tried to advise him on the way to handle his vast
wealth. The Qur’an tells us that they mentioned to him five rules. They
said:

1. Youshould not feel so proud of your wealth;

2. You should seek, in managing your wealth, the Hereafter and the
pleasure of Allah;

3. You should remember that your life in this world is but a preparation
for the next and you must act accordingly:
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4. You must be good to others (by giving) as Allah has been good to you
(in bestowing upon you vast riches);

5. Youshould not aim at causing corruption, as Allah does not like those
who cause corruption.

But Qarun rejected these sound principles and said contemptuously “I
have got my wealth through my own effort.”’*

He forgot, in his pride, that Allah destroys those who do not act with
piety in relation to others and who fail to show gratitude for Allah’s
favours.

Commenting on this attitude, the Qur’an says, “Had he not known that
Allah had destroyed many before him who were of greater strength and vaster
wealth?”'2

As a demonstration of contempt for those who advised him, Qarun
came out in a glittering and pompous procession. Those who were taken
in by such appearances craved his wealth, but those who followed the
true path said, ““Alas for you, the reward of Allah is better for those who believe
and who do good deeds.”®

The end of Qarun came in accordance with the rules of Allah. He has
decreed that if He wishes to destroy a city, He first gives rein to its idle
rich who break all moral laws and thereby deserve destruction. Qarun
suffered in this fashion: *“We caused the earth to swallow him up and his house
and he had no one to help him against Allah nor could he defend himself.”* And
when those who envied him for his riches the day before, saw what hap-
pened to him they said, “Ah, it is indeed Allah who enlarges or diminishes the
riches of whom He chooses. Had it not been that Allah was gracious to us, He
might have made us rich and then caused the earth to swallow us. Ah! those who
do not believe shall never prosper.”®

And the moral of the story is summarised thus:

*“The Hereafter We shall give to those who intend no high-handedness or corrup-
tion on earth.”®

At this juncture, I would like to speak about usury (riba). This is the other
limit on the Islamic scheme for management, zakat and sadagat being the
first one. Allah enjoined zakat, but prohibited riba. Islam has fought
against riba with great force. It has outlawed it because riba is not
humane. The Qur’an uses the severest expressions to describe usurers. It
says, *“Those who devour usury shall stand in front of you only like a person who
had been mad through the touch of Satan. That is, because they say trade is like
usury. (But) Allah has permitted trade and forbidden usury. Whosoever receives
admonition from his Lord and gives up his error, his past sins shall be forgiven and
all his affairs committed to Allah. But whoever reverts (to bad habits ) shall suffer
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eternal hell-fire. Allah has blotted out usury, He augments alms.”?

The rule concerning usury is that every loan which brings interest is
usury. The Qur’an says, *“ You are entitled to your capital (only ) without injus-
tice done by you or done to you”’ ® The lender has a right to his capital and no
more. Early Muslims were so sensitive on these matters that the lender of
money would avoid benefiting even from the shade of the tree or a wall
that belonged to the borrower.

The rules are clear in the Qur’an. Trade is permissible. To take usury is
forbidden and there is no way around this rule. The Qur’an ends the
statement on usury in this fashion:

“O you who believe, fear Allah and give up what remains of your claims of usury
if you are truly believers. If you do not, then take notice of war from Allah and His
apostle. But if you repent then you shall be entitled to your capital sums with no
injustice committed by you and no injustice suffered by you.””

The verse dealing with riba follows the verse dealing with almsgiving, so
the contrast may enhance our understanding of the importance of both
aspects. They are contrasted at every level and in every aspect, thus em-
phasising the moral value of zakat and sadagat and the exploitative nature
of riba.

I would like to say a few words concerning the forcible methods
employed by some states to dispossess some people of their wealth. The
position of the Muslims with respect to this is clear and unequivocal. Of
hundreds of references that can be given on the subject, I will refer to
only a few:

The Prophet said, ““Whosoever acquires unjustly a piece of land, even
as small as the span of a hand shall suffer for it as a ring around his neck.”
This tradition is repeated in the sources to emphasise the sanctity of prop-
erty.

There is another tradition which states, *“Whosoever takes a piece of
land by force from another man shall meet his Lord and He will be angry
with him.”

And finally, the Prophet said, “It is forbidden for a Muslim to acquire
a twig belonging to another Muslim without the owner’s approval.” This
shows that Muslims should respect the right of ownership under the law.

On the basis of what we have explained, we can say that the funda-
mental difference between Islamic economics on the one hand, and capi-
talist or socialist economics on the other, is that whereas Islamic
economics rests on Divine guidance, the others are the result of pure
human endeavour.

Man-made systems disregard brotherhood and kindness as elements of
an ideal economic system. Islamic economics, by contrast, builds all re-
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lationship between individuals on the foundation of brotherhood and
kindness. Allah says “The believers are but brothers” ® ** We have sent you (O
Muhammad), only to be a source of mercy to all mankind.”* May Allah guide
us all to what is best!



7 The Islamic Concept of World
Economic Order

Altaf Gauhar

Introduction

The main argument in this paper is divided into two parts, though the
transition from one to the other is not particularly smooth. But the prob-
lem which is sought to be examined is the same in both the parts, namely
the need to evolve an economic order based on equity and justice, pro-
viding equal opportunities of advancement to all without any dis-
crimination, to ensure the happiness and growth of the people.

The first part deals with the New International Economic Order
which recognises the urgency and the desirability of bringing about cer-
tain fundamental and structural changes in the prevailing economic
system and promises to evolve a more equitable arrangement. If it could
be shown that there were a reasonable possibility of such a promise being
fulfilled, there would be no need to pursue any other alternative, and the
second part of the argument would become redundant.

It is my case that the proclaimed objectives of the New International
Economic Order cannot be achieved. Not because the objectives are
unattainable, but because the principal parties engaged in negotiating the
new order are governed by certain immutable considerations and con-
straints which are irreconcilable with those objectives. Any criticism of
the West or of the Third World must not be taken as a reflection on the
people who are kept under domination in the countries of the Third
World, and under ignorance by the mass media in the industrialised
West.

To begin with, an obvious question needs to be answered: Why is
there so much talk of a New International Economic Order? Whatever
happened to the old order? Statesmen and political scientists are con-
stantly reminding us that the world is facing an economic crisis and
unless something is done to bring about a structural change in the exist-
ing system, a major part of the world may be pushed into confrontation.
International civil servants assure us that “‘many of the facets of the econ-
omic order as it has prevailed up to now are in need of modification,
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even from the point of view of the developed countries™.! The inter-
national monetary system it is said “has collapsed™}? the environmental
issue has placed a disconcerting question mark against “prevailing as-
sumptions regarding the availability and use of natural resources, with
serious implications for the continuation of patterns of development that
were predicated on their wanton exploitation,” and the ability of the
developed countries to combine full employment with relative mone-
tary and price stability has been seriously undermined.* The basic as-
sumption is that the existing monetary and economic system which, for
well over a hundred years, was working against the interests of the deve-
loping countries has, in recent years, produced deleterious side-effects
for the beneficiaries of the system who are now beginning to feel that the
system needs some modification. It is reasonable to believe that the de-
veloped countries should take steps, in their own interest, to introduce
such modifications in the system as would eliminate those side-effects.
What is difficult to accept is that the developed countries have developed
a new conscience, and as a result of this transformation have recognised
the illegitimacy and injustice of the present system. It will be my endeav-
our to show that no transformation has taken place.

The truth is that a new global division of power, based on weapons of
terror and destruction, is being negotiated to dominate the world, and
there is evident desire to review the traditional relationship between the
producers of raw materials in the Third World and the industrialised
countries of the West. It is possible that as a result of this review some
alterations may be made in the present system, leading to marginal im-
provements in the Third World economic prospects but the funda-
mentals of the system will remain unaffected. Too many vested interests,
not only in the developed countries, but in the developing countries as
well, depend on the preservation of the status quo. Indeed, there is a con-
siderable coincidence of interest, amounting to collusion perhaps, be-
tween the ruling elites in the Third World countries and the dominant
groups in the developed countries which is likely to prevent the possi-
bility of any radical change in the present political, social and economic
arrangement. Any fundamental change in the present system entails a
fundamental change in attitudes and values. There are no prospects that
such a change can be brought about within the framework of the New
International Economic Order.

Part 1

Section |
The UN General Assembly adopted a Declaration and a Programme of
Action on the establishment of a New International Economic Order on
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1st May 1974. The members of the United Nations, having seriously
considered for the first time the problems of the Third World, and ap-
palled by the stark misery and squalor prevailing in the poor countries,
proclaimed their united determination to work urgently for the estab-
lishment of a New International Economic Order based on equity,
sovereign equality, interdependence, common interest, and cooperation
among all states, irrespective of their economic and social systems. The
new order would rectify inequalities, redress injustices and eliminate the
widening gap between the developed and the developing countries. The
Declaration included an indication of the size of the gap. The developing
countries, constituting 70% of the world’s population, received only 30%
of the world’s income. For the first time the international community
officially recognised that the present economic order, established at a
time when most of the developing countries were under colonial domin-
ation, was perpetuating, and in fact deepening, the existing inequalities.
The familiar spectacle of a multitude of hungry people overwhelming a
rich enclave in a town or district could develop into a global phenom-
enon. The world must avoid such a catastrophe by doing something for
the economic and social development in the exploited regions. Thus
alone can the present and future generations be assured of peace and jus-
tice.

The world community worked out for itself in 1974 a charter of hope
based on justice and equality. This charter is in danger of being betrayed.
Every recommendation contained in the 1974 Declaration has, so far,
been thwarted, and every principle contravened. While UNCTAD
Conferences will continue to be convened at regular intervals, and the
North-South Dialogue will be resumed as soon as the protagonists re-
cover their breath, it seems impossible that the pledges made in 1974 will
be fully redeemed. This is not a subjective judgement. Evidence from
authoritative sources will be presently provided to substantiate this.

But, first, a brief account of what constitutes the existing economic
order, which is sought to be replaced by a new order, and how the poor
nations, variously grouped as Arab-Africa, Afro-Asia, the Third World,
and the Muslim World, have continued to suffer on account of the pre-
vailing inequities. Much has been written on this subject by Third
World economists, and by various organisations of the United Nations,
particularly by the UNCTAD Secretariat and, more recently, by a
Commonwealth Experts group. The whole of this literature, almost
without exception, is apologetic.

What do the Third World apologists say? The present economic
order, they point out, suffers from certain weaknesses, which have re-
sulted in a degree of economic disparity between the rich and the poor;
these weaknesses should be removed as urgently as possible, for, unless
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this is done, the existing arrangements will obstruct the continuing
growth and prosperity of the rich. Third World statesmen, political
scientists, economists and bureaucrats make two points: (a) the devel-
oped countries should accept the necessity of making some economic
concessions to the developing countries in their own interest; (b) the
status quo in the Third World is exposed to the risk of radical change
which must be avoided by making the reality of life less harsh for the
poor. A failure to accommodate the demands of the poor would produce
growing instability in the Third World which might overflow North-
South bounds and heighten East-West tensions. These views reflect a
basic coincidence of interests of the dominant groups in the industrialised
countries and of the elitist classes in the Third World. The elitist classes in
the newly independent countries were created and trained by their col-
onial masters to perform certain functions and the advent of indepen-
dence raised them from the position of intermediate domination to one
of direct domination. Their principal concern since then has been to pre-
serve the status quo, which protects the interests of their erstwhile masters,
and perpetuates their own hold over the masses.

The prevailing economic system does not suffer from any structural
weakness. Indeed it is a fool-proof system carefully designed by the col-
onial powers to derive the maximum benefit from the resources of the
territories over which they had acquired control by conquest. The
system has operated faultlessly to their advantage, contributing steadily
to their material prosperity, to their standards of living, and to the
growth of their per capita incomes in real terms. Concurrently, the ex-
ploitation of the poor under the system has been unremitting. When
economists say that the existing system has produced a situation of gross
inequality, it is unconsciously assumed that the system was intended to
produce equality but underwent some distortion during the course of
implementation. There is no basis for such an assumption. Quantita-
tively the situation has worsened in the last fifty years for the poor coun-
tries but such a result was inevitable under the system. When Third
World economists and members of the United Nations talk of elimin-
ating the gap between the rich and the poor, they seem to visualise the
two ends of the gap either in a static position or moving in the same
direction, with the hind-end accelerating to catch up with the fore-end.
The truth is that the two ends are moving in opposite directions, one slip-
ping backwards and the other galloping forward. The rich are not likely
to welcome any reduction in their quality of life or in the extent of their
control, and the people of the Third World, disunited, disorganised,
dominated by an alienated elitist class and forced to live under insti-
tutions and systems of thought wholly divorced from their traditions and
temperament, will continue to suffer.
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Section 11

A brief historical account to explain these points. The First World Trade
Conference convened by the UN in Havana in 1947 led to the estab-
lishment of the General Agreement on Tariffs and Trade. However, it
soon became obvious that GATT was going to be just a talking shop
where endless rounds of negotiations would only produce distrust and
frustration. With the GATT dead, but not interred, a further UN Con-
ference on Trade and Development (UNCTAD I) was held in Geneva
from March to June 1964; this was in accordance with a General
Assembly resolution adopted on December 8th 1962. A Trade Confer-
ence was later established as an organ of the General Assembly to meet in
1966 when a joint Declaration was adopted by 77 developing countries.
The Declaration recognised that there was inadequate appreciation of
the problem of the trade gap and only the most limited approaches had
been made regarding trade in primary commodities and preferences for
exports of manufactures. UNCTAD II was held in New Delhi in 1968.
The American and British representatives announced that they could not
either increase the level of their assistance to developing countries or
soften the terms of their aid. The Group of 77 met in Lima in 1971 to
draw up a list of demands to be presented to the industrialised countries
in preparation for the third session of UNCTAD in Santiago in 1972.
That was where President Allende of Chile demanded that an outdated
and radically unjust economic order should be replaced by one based on
human dignity.

The 1974 Declaration of the UN General Assembly emerged from this
background. The hopes generated by the Declaration, however, soon
evaporated. A Conference of the representatives of some 110 non-
aligned developing countries in Africa, Asia and Latin America, held in
Dakar (Senegal) in 1975, followed by a meeting of the Group of 77,
deplored the fact that no action had been taken toward the implementa-
tion of any of the resolutions previously passed.

UNCTAD IV was convened in Nairobi in May 1976. The Sec-
retary General presented a detailed Report® to the Conference in which
he made the following points:

1. Something more than peripheral adjustments in the prevailing system of
economic relations was necessary to meet the needs of the Third World;

2. The rate of growth in the developing countries was hopelessly short
of the needs — let alone the aspirations — of the people;

3. During the post-war period as a whole the increments in per capita
real income had proved to be marginal in a number of developing
countries. The benefits of growth, such as they were, often did not
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percolate through to the population, and existing disparities were
widened;

4. Developing countries had been forced to borrow in commercial mar-
kets or resort to suppliers’ credit at high interest rates and with relatively
short maturities. This had contributed to a sharp increase in the external
indebtedness of the developing countries from $g billion at the end of
1956 to $90 billion at the end of 1972, and none of this increase could be
said to be a result of the increase in the price of oil.

Section 111

The situation presented to UNCTAD IV by the Secretary General was
not entirely unforeseen. His predecessor, Paul Prebisch, had identified
most of the trends in the early fifties. Prebisch established a relationship
between primary goods’ prices and industrial prices and showed that this
relationship had been deteriorating since the 1870s. The wages and pro-
fits in industrial countries, which he called the Central Countries, had in-
creased in comparison to productivity, but continued to decline in the
developing peripheral countries, where the rate of increase of incomes
had been lower than the rate of productivity gain.

Prebisch postulated a disparity between national economic develop-
ment in the central and the peripheral countries, and argued that econ-
omies in the former were self-sustained through technological progress,
whereas the peripheral countries continued to act as raw material sup-
pliers for industrial centres. When there was some increase in pro-
ductivity in the economies of the periphery, the centre was the actual
beneficiary: “The poor countries remain trapped inside a vicious circle
of low productivity and low savings followed by more of the same.”™
Twenty years later, the 1974 Declaration recorded that 70% of the
world’s population received only 30% of the world’s income. The
UNCTAD Secretary General reported further concentration of income
in 1976: “Today the developed market-economy countries with 20% of
the world population enjoy about two-thirds of total world income.™”
He added that nearly one-third of the world population lived on barely
3% of world income, and their average per capita income did not exceed
$120. In other words, at least one-third of the world’s population, today,
has a per capita income of $120 which is $55 less than the per capita
income calculated for developing countries in 1952.

The recent Commonwealth Experts group, under Mr Maclntyre, Sec-
retary General of the Caribbean Community, in a report prepared in
March 1977 revealed further deterioration. The per capita income level
in the rich countries according to the MacIntyre Report has reached a
figure of $5,000 as compared to $4,000, and the level of per capita
income in the developing countries has declined to $200 per head, as
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compared to $300 per head, calculated for 1972 in the Secretary Gen-
eral’s Report to UNCTAD IV # In four years per capita income in the
developed countries has increased by 25% and declined by over 33% in
the developing countries.

Section IV
During the last four years strenuous efforts have been made to convince
the layman that all current economic problems, whether in the Third
World or in the industrialised West, are directly related to the rise in the
price of oil, to the use of the “*oil weapon”. The developing countries are
under constant pressure to believe that but for the upward revision of the
price of oil, they would not have their current balance of payments
problem. A recent article’ referring to the African and Arab Heads of
State meeting in Cairo in March 1977, suggests that “‘the non-oil-
producing developing countries were effectively made to realise in no
uncertain terms that the economic servitude to which the Arab oil-
producers were in the process of subjecting them seemed likely to
become far worse than their memories of the old ‘colonial’ regime.” ‘
The General Assembly Declaration of 1974 conceded ““full permanent
sovereignty of every state over its natural resources and all economic ac-
tivities”, and acknowledged that each state had an inalienable right “to
exercise effective control over them and their exploitation with means
suitable to its own situation.” The oil problem is the result of the decision
of certain states to exercise this “‘inalienable™ right. Even the UNCTAD
Secretary General contributes to the view that the exercise of this right
has resulted in upsetting certain economic assumptions. In his
UNCTAD IV Report he courageously puts the phrase “energy crisis” in
quotes, and then suggests that there is need for change in the inter-
national framework, because, among other reasons, “‘the promise of
cheap energy, which was up to now an important ingredient of the pros-
perity and the growth experience of the developed countries™ has been
dismantled. What the Secretary General refers to as a promise was the
most elaborate international swindle of all times whereby major Ameri-
can and European oil companies, with the full backing of their govern-
ments and democratic institutions including the press, misappropriated
the resources of sovereign states through force and fraud. The oil
weapon was not forged by the Arabs, it was forged by Gulf, Shell and
BP. When OPEC was formed in 1959 it was an organisation of sover-
eign, independent states trying to combat, not other states, but a syndi-
cate of private traders who asserted the impertinent legal fiction that they
were the owners of the oil resources of the countries to which they had
gained admission through force, chicanery and collusion with unr)cprc-
sentative Governments. They claimed the right to determine the policies
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and programmes for oil exploration, production, pricing, marketing and
distribution. This was the premise on which “the prosperity and the
growth experience of the developed countries”™ was constructed. Oil
production in Muslim countries dates back over fifty years. The Anglo-
Persian Oil Company was established in 1913 with the British Govern-
ment holding 1% interest. The expansion of oil production in Kuwait
and Iraq was delayed because Britain, France and the USA could not
agree on the terms for the use of oil as a weapon of political control and
economic development of the region. Considerable exploration was
undertaken by the international companies during the post-war period
because they could sell the oil “at a delivered price which not only
reflected the higher costs of producing oil in the USA but which, for
most customers, also included a transport component calculated as if the
oil originated in the Gulf of Mexico.”" In Saudi Arabia, an exclusive
consortium of American companies was formed which enjoyed undis-
puted authority to exploit the oil resources of the whole country. For
several decades the pattern of production and the level of prices of oil
were determined by private companies at their discretion. Difficulties
arose in 1959 when the oil companies reduced the posted prices for crude
oil, thus arbitrarily curtailing the amount of royalties payable to the
governments, some of whom depended on the oil companies for their
survival. It was then that OPEC came into existence and its objective
was to restrain the international companies from using the oil weapon
against the countries in which they were operating, Earlier in 1954 the
oil companies had been persuaded to give some consideration to “the
question of relating oil off-take to the development needs of the local
population” . For more than ten years OPEC pleaded for concessions
and the majors “played off”” one country against the other. It was only
in the early 70s that the oil states taking advantage of the changing inter-
national situation started to assert their right over their natural re-
sources, which caused a furore in the Western World. OPEC was
condemned as a cartel of “oil-sheiks””. The majors were projected as
explorers and pioneers, and OPEC, a consultative body of independent
states, became an unholy alliance, threatening the security of the world.
If OPEC is a cartel, then the EEC, the OECD, the OAS, and even the
Security Council, with permanent members exercising veto power,
must also be cartels of one kind or another.

The causes of the economic deprivation of the Third World lie not in
the oil wells of Arabia but in the prevailing economic system.

Section V'
It was stated in the beginning that the consultations which were going
on in different forums for the establishment of a New International
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Economic Order were unlikely to produce anything but the most
superficial and marginal results. The developed countries have no serious
intention of either restructuring, in any fundamental sense, the present
economic order, or of replacing it by a new order on the lines of the 1974
Declaration. It would be useful to refer to two recent studies in support
of this view: the first was prepared in February 1977 for the use of the
Sub-Committee of Inter-American Relationships of the Joint Economic
Committee of the United States Congress, and the second in May 1977
for the International Affairs Division of the US Central Intelligence
Agency. These studies give an indication of the real position of the party
which has a decisive say in the current negotiations. The value of these
studies is enhanced by, what could hardly be a coincidence, the similarity
of the approach recommended in these studies, and the one adopted by
the US representatives at the recent North-South Dialogue in Paris.

The first® study deals with the New International Economic Order
(NIEO) programme with particular reference to Latin American coun-
tries and discusses the possible US response to various items of the pro-
gramme and its effect on the US economy. The study suggests that the
Less Developed Countries (LDCs) through NIEO seck (a) to increase
the flow of resources from the developed to the developing countries,
and (b) to gain a greater say in international organisations. It confirms
that the US attitude to NIEO was hostile when the 1974 Declaration was
adopted. The study notes the growth of a new kind of self-confidence
among the LDCs and refers in particular to “‘the independent posture of
the Latin American countries”’. The study then explains the US position
on major items in the NIEO programme, viz. (i) a generalised system of
preferences (GSP), (ii) tariff escalation, and (iii) export subsidies.

Presenting the LDC case the study says that GSP would encourage
the development of infant export industries, ease the balance of pay-
ments restraint on growth, attract foreign direct investment for export
orientated industries and, in general, further the process of indus-
trialisation. The US is opposed to GSP. President Nixon pledged, in
1969, to implement a GSP system, but no arrangement was instituted
until 1974 when a severely limited system of preferences was introduced
permitting free access to the US market to eligible articles from des-
ignated countries. GSP imports remained subject to quota restrictions,
and the President enjoyed the power not to extend GSP treatment to a
number of goods. He could exclude any item from GSP if he considered
its import sensitive. Certain categories of developing countries were
altogether excluded from GSP treatment, namely the Communist bloc
countries, members of OPEC, and countries which may join any cartel
to “withhold supplies of vital commodity resources from international
trade or to raise the price of such commodities to an unreasonable
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Jevel”. What was vital or unreasonable was to be determined by the
President. GSP was also denied to those countries that nationalised the
foreign property of US citizens without making prompt and reasonable
compensation. Here again it was left to the President to decide what was
prompt and reasonable. All these restrictions and limitations were
wholly inconsistent with the objectives of the 1974 Declaration.

The Congressional study recognises that the existing tariff structure of
the industrial countries tends to weigh most heavily on industrial rather
than raw material imports, and that tariffs are higher on products
imported from developing countries as compared to the tariffs on similar
products passing from one developed country to another. The LDCs
made a move to introduce export subsidies to get over these tariff restric-
tions but were soon checkmated. Importing countries were allowed
under the GATT to impose countervailing duties on items enjoying any
export subsidy. The US was, in any case, free to impose such duties be-
cause it did not have to comply with the GATT procedures or tests.
“Although applying different standards to subsidised imports, the US is
not in violation of the GATT. The US law preceded the GATT and it
was allowed to continue under a grandfather clause. ™!

The LDCs are concerned with both fluctuations in their export earn-
ings from, and the long-term trend in terms of trade for, their com-
modity exports. (Part of the Prebisch thinking was that the terms of trade
were gradually turning against commodity exporters and in favour of
industrial goods exporters.) Earnings could be stabilised through (a)
compensatory financing, (b) buffer stocks and (c) export quotas. The
United States has consistently opposed any constructive progress in this
area. It does not recognise the right or the freedom of the LDCs to fix the
prices of their raw materials in response to market prices. Their interests,
the US maintains, would be better served if they relied on assurances of a
certain level of income. Compensatory financing funds and credit faci-
lities can be made available to the LDCs if the agreed level of income de-
clines because of foreign prices. In other words, the LDCs should transfer
their national resources to the developed countries who will pay them
adequate compensation. Should that level not be reached at any time, the
LDCs could always apply for credits to make up for periodic shortfalls.
Following this line of argument, the US has opposed any integrated
commodity agreement, though it is not unwilling to consider com-
modity agreements on a case-by-case basis. The real problem is that if the
LDCs exercise sovereign control over their natural resources, and fix the
prices of their materials on the same basis on which the developed coun-
tries determine the prices of their goods, it would “make the US more
subject to the foreign policy of a supplying power.”*

Technology is seen as the key to industrial growth. However, the
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LDCs are not only denied technology, they are often made to accept the
wrong type of technology, viz TV sets, consumer durables and a wide
range of luxury items. The study notes that ““the present product lines of
the large multinational firms and the consumer demand of those with
money in a developing country thus often coincide.”™ According to the
study “‘the financial flows from royalties and licensing agreements are a
positive element in the US balance of payments and do contribute to a
higher domestic GNP. In 1975 the total low of fees and royalties from
developing countries was $630 million . . . Free access by the developing
countries to current US technology would reduce the value of these
investments, limit future earnings from the foreign sale of technology,
and eliminate any economic controls over the diffusion of US tech-
nology.” "

The LDCs understand the form and extent of political control which
invariably accompanies foreign direct investment. Even the use of devel-
opment assistance funds is based on the treatment accorded to invest-
ments coming from the donor country. The US is unwilling to adopt
any mandatory standards to regulate the conduct of multinational cor-
porations, though it would not object to accepting an admonitory code
of conduct. Since the US exercises considerable political influence
through direct investment, it does not want the status quo to be dis-
turbed. The US policy, the study recommends, should be to trade-oft
economic aspirations of the developing countries against their political
aspirations: “'If economic aspirations predominate, the multinational
firms will continue to play an active role.”*®

The study recognises that the developing countries are under a terrify-
ing burden of external debt, which is increasing every year, because of
the market mechanism operating against them. A significant part of their
earnings is already pledged toward repayment of interest and service
charges on loans. An increasing proportion of every fresh loan is
deducted at source to repay, at least partially, outstanding instalments of
former loans. (This is the old village moneylending system organised on
a highly sophisticated and computerised universal scale.) The develop-
ing countries ask for some breathing space or moratorium but the US is
strongly opposed to any relaxation because it would make the avail-
ability of future loans uncertain.

The study concludes: “The common thread running through the en-
tire NIEO programme is the desire to increase the transfer of resources
from the developed to the developing world, while gaining more polit-
ical clout in the international economic order. Although many of the specific
demands contained in the NIEO programme will remain nothing but paper propo-
sals, the pressures for change in the international economic order are likely to
persist.”
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The second study may well have been used as a position paper as it was
prepared only a month before the North-South Dialogue collapsed in
Paris in June 1977. The basic assumption in the study is that “ever since
the 1973—74 oil ‘embargo’ the LDCs have sought to convert control of
raw materials into political influence.”® This has led to a “growing
assertiveness on the part of the LDCs over the distribution of both wealth
and power in international affairs.”? It is suggested that “the unilateral
OPEC price rise encouraged the LDCs to link all political and social
issues to progress on NIEO.”” Such assertiveness would “‘make it very
difficult for any industrialised country to protect the security of its mar-
kets or link certain LDCs into its national security strategy”* without
ascertaining their stand on the North-South Dialogue.

The study notes that, aside from their control of oil, the LDCs prob-
ably do not have “the leverage individually or collectively to extractany
of their basic demands against the will of the US.” But their growing
self-confidence, and occasional resort to pressure tactics, have had “an
impact on the economies and the diplomacy of the major industrial
powers especially on US options to shape changes in the international
economic system.”? The LDCs want “transfer’® of both wealth and
power. In this matter they have shown “impressive solidarity”, though
they are divided when it comes to adopting priorities among specific
programme goals.

But the fundamental problem, as the study sees it, is that North and
South do not agree over what accounts for the poverty of the South. The
developing countries question the legitimacy of the prevailing arrange-
ments and base their demand on a “highly political judgement that the
present system is inherently unjust.”® The UNCTAD negotiations and
the North-South Dialogue have provided “the industrialised countries
with time to manoeuvre.”? They should use this time to cultivate
“closer working relations with key LDCs” (emphasis added), which
“might help to identify the trade-offs between political and economic
responses.” Once these “trade-offs” are arranged “receptivity to
future initiatives by the developed countries might be improved.” In the
meantime, something should be done *“to enhance the status of key LDCs
in the Group of 77"’ (emphasis added). It is expected that “such initiatives
would probably make for far less change in the international economic
system and in international relations than many LDCs expect and
want.” 2

The problem is then placed in a wider perspective. There is a danger
that tensions generated by LDCs could lead to “periodic disruption in
economic and political relations among the US and its industrial part-
ners, and may complicate US relations with the European community
and Japan in the future.” For the US, the level of tension in North-South
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relations could ultimately pose a challenge to its traditional leadership
role among the industrial countries. These dangers must be contained. It
is fortunate that “‘so far Moscow and Peking have derived little political
benefit from these tensions.” But if issues are not resolved, communist
leaders would be tempted to deepen their involvement in radical Third
World movements. The NIEO programme, therefore, has the potential

to inflate contentious issues among the OECD states, which could affect:

the level of tension in East-West relations as well.

These two studies provide conclusive evidence of what the Americans
really intend to do with the New International Economic Order pro-
gramme. Thinking in other western official circles could not lag far be-
hind the American intentions. The purpose of the whole exercise is to
persuade the developing countries (and if persuasion fails, to pressurise or
subvert them), to abandon their political aspirations and their claims
over national resources, and to accept, in return, an assurance of stable
annual earnings and certain other economic concessions.

Part II

Section V1

The prevailing iniquitous economic order cannot be replaced by a new
order based on equality and justice, unless there is a fundamental change
in attitudes and values. It is not easy to see how any such change would
be permitted, much less encouraged, by dominant elements in market-
economy countries, who thrive on manipulation, monopolies and inter-
est, or by the ruling elites in the developing countries whose survival
depends on the perpetuation of the existing exploitative and oppressive
national orders. To quote the UNCTAD Secretary General, “the very
need for a new order is still not universally accepted or even under-
stood””® Nobody seriously contests that the existing economic order has
created serious disparities in income and growth or that some of the more
irksome distortions need to be straightened out. But when it is suggested
that the order is basically unjust, profound reservations begin to assert
themselves. If the developed countries were to accept that the present
system is unjust it would make complete nonsense of their history; more,
it would create a moral compulsion among the people to take immediate
steps to remedy the past inequities and to establish a fair and just arrange-
ment. The people must not be allowed to know what has been done in
their name. The West is beginning to call itself the North to get rid of the
stigma of colonialism. Now when western imperialism is attacked the
Northerners will not have to relate it to their hemisphere. The common
man in the West is unaware of the misery and distress, occasioned by his
way of life, in distant parts of the world with which he has no contact.
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The media present to him the Third World, and its problems, as a threat
to his prosperity. When the price of a gallon of pctrpl goes up by a
whacking sop in less than 4 years, and an average E:lg}lshman has to do
without central heating, he cannot be expcctm_:l to view without a shlyer
the spectacle of strange men of the desert, in flowing robes, b}x){mg
British luxury hotels and country houses. He does not see those millions
of destitute people representing two-thirds of the human race who l_wc
on less than 17 pence per day. If he could be convinced of that reality ina
direct and personal way, it is my belief that he would not permit for a
moment the continuance of a system which produces such gross dispari-
ties and calamities. But the world is not run by ordinary men and
women. It is run by bankers and multinational companies who control
human lives through their equity holdings in mass media. In a Report to
the Club of Rome, published in 1977, Jan Tjn_bergen writes: * We have
today about two-thirds of mankind living — if it can be called living —on
less than 30 cents a day. We have today a situation where there are about
¢ billion illiterate people around the world, although the world has both
the means and technology to spread education. We have nearly 70% of
the children in the Third World suffering from malnutrition, 'although
the world has the resources to feed them. We have maldistribution of the
world’s resources on a scale where the industrialised countries are con-
suming about twenty times more of the resources per capita than the
oor countries.”’ _ o _
The talk by western statesmen of restructuring the existing economic
system or of replacing it by a new order is larg;ly phoney. Thc dcve!—
oped countries could not hope for a more benign dispensation. Their
only anxiety is that some other power may not out-manocuvre them, so
they must keep the areas under their control in a state of hopeful suspense
and sufficiently alive to the dangers of looking for their salvation in any
other direction. The ruling elites in the Third World have no dt::?n‘clor
intention of introducing such hazardous principles as equality ;}nd justice
in their economic system at home or abroad as that would inevitably lead
to their own elimination. So we have a coincidence of interests, and a
collusion of approach among the ruling elites in both groups of coun-
tries, developed as well as the developing, to perpetuate thfa status quo.
This perpetuation will go on so long as the ordinary people in the West
do not see the hovels, the dust tracks and the stagnant pools which are
symbolic of the existence of millions of breathing carcases and human
heaps of stench in the Third World. And so long as the alienated ruling
clites, educated, trained and skilled in maintaining and m_ampulatmg
post-colonial systems and institutions retain political F:ontrol in the deve-
loping countries, there will be no change, qualitative or quantitative,
structural or superficial, substantive or peripheral.
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The last two centuries of material progress dominated by secular
thought, and its twin instruments of capitalism and socialism, are comin
to an end. Pierre Elliot Trudeau, the Prime Minister of Canada, saig
during the Commonwealth Prime Ministers’ Conference in London in
June 1977 that liberal governments were no longer finding it possible 1o
establish a fair and disciplined social system. He added, “What we really
need now are philosophers or churchmen or moralists or somebody whe
can make the people understand that the magic and the solution will hot
be in some Keynes but it will be in some return to restraint and discj-
pline.”

When the Paris North-South Dialogue produced yet another dead-
lock, the head of the Tanzanian delegation sighed, “We looked for a
tiger, they offered us a mouse.” A contributor writing in the June issue of
Commonwealth pleading passionately for continued search for a solution
suggested: “*Somewhere between a mouse and a tiger there just might be
an acceptable donkey that is capable of bumping the world’s trading
system down the road of dialogue and cooperation. It’s a donkey worth
looking for.”* While Mr Trudeau waits for a philosopher, a churchman
or a moralist, Commonwealth would be content with “‘an acceptable
donkey”. ’

At a more earnest level Mesarovic and Pestel in the Second Report to
the Club of Rome in 1975 concluded, after reporting the results of a de-
tailed computer analysis, that (i) the current crises of the world are not
temporary, (ii) the solutions can be developed only in a global context,
(i11) the solutions cannot be achieved by traditional means confined to
isolated disciplines such as economics: *“What is really needed is nothing
short of a complete integration of all strata in our hierarchical view of
world development — that is, a simultaneous consideration of all aspects
of mankind’s evolution . . .”'®

The authors argued that what needed to be developed was “a world
consciousness’, a “‘new ethic in the use of material resources”, a “new
attitude toward nature based on harmony” and a “sense of ident-
ification with future generations”. If this is the diagnosis of qualified
western specialists, then I sincerely believe that they have something
to gain by objectively examining the world order which Islam
represents.

Section V11

Every social or economic order is based on some abstract assumptions
which a community comes to regard as the truth, providing a basis for
its whole scheme of values. Such a scheme of values is converted into
concrete pursuits and goals through a prolonged process of commitment
— whether such commitment is secured by persuasion (evolution) or
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ion (revolution) depends on a variety of factors which need not
The important thing is that these philosophic and abstract
assumptions are distinguishable from prpcedural and '}nstltutl'onal details
which are developed by each community over a period of time. When
we talk of the capitalist economic ordcr we recognise it by free enterprise
apital just as the socialist economic order is recognised by
«tate ownership of the means of production. These two fundamcntgi
concepts are enough to lfieptlfy the two systems. But when the Islamic
order is mentioned one is 1I‘nmcd1'ately e_xpectcd to present a compre-
hensive system worked out in all its details, sup_p_orted by aut_horltatlve
historical evidence to demonstrate its p_racncablhty, a_long with a com-
plete statement ofits institutions and their exact operations. 1 do,n‘?’t pro-
pose to make any such presentation. [ shall concentrate on explaining the
fundamental assumptions on which a truly Islamic Orc_lcr can be (.:volved
and it will be my endeavour to shqw that t‘hc Islamic assumptions are
radically different from the ones which sustain the prcvalllng economic
order. Once the assumptions are identified, the details of. the system can
be revived and developed in accordance with the requirements of the

coerc
detain us here.

of private G

tm'lfe};c Islamic Order is based on a view of life which is regarded by the

West as too vague and insufficiently supported by historical e_videnc&

The western approach to Islam is dominated by two assumptions: (a)

that Islam was some kind of a super-tribal order which, in its time, intro-

duced certain improvements in society, but contributed nothing of per-
manent value to human thought and (b) that Muslims, bound by a rigid
cradition, have refused to distinguish between the sphere of the Church
and the sphere of the State and this failure has contributed to their dcc.iint':
and stagnation relieved by occasional revivalist fervour. Thf:sc notions
have been assiduously propagated by a group of political scientists and
sociologists who have consistently imposed a highly personal, and often
arbitrary, construction on Islamic ideas and history. To give but one
example, I shall examine one or two points in Professor Montgomery
Watt's Islamic Political Thought.® 1 have singled him out as being one of
the better, and therefore more influential, of the western scholars on
Islam. Professor Watt considers the socio-economic situation in Arabia
in the beginning of the 7th century, and takes note of the arrival of
Muhammad on the scene. He starts with the statement that “the re-
ligious movement begun by Muhammad had no obvious political rel-
evance”’* and then suggests that Muhammad’s contemporaries saw that
his claim to be the Messenger of God was “a potential basis for political
interference.”® This fear, he argues, may have been based on the feeling
that an ordinary Arab might come to regard Muhammad as a person
who knew better than those who had no access to the divine source of
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wisdom. Though Muhammad’s proclamations were primarily religious
*“the religious ideas they contained were a response to the total situation
in Mecca.”'® Since the chief tension at that time may have been between
the requirements of commercial life and nomadic traditions,
Muhammad’s ideas accentuated this tension. There was, therefore, con-
siderable resistance to Muhammad’s ideas even though the political
potential of his ideas was not realised in Mecca.” He migrated to Medina
in 622 and this, according to Professor Watt, “‘marks the beginning of his
political activity.”*® Muhammad was able to establish a new body politic
through the agreements which he entered into with the clans of Medina.
It was Muhammad’s success in hostilities with the Meccans that put him
in a commanding position. “‘By the time of his death in June 632, despite
rumblings of revolt, he was in control of much of Arabia.”¥ The Islamic
State had certainly come into existence by that time, though it had “no
previously defined geographical frontiers.”

Professor Watt then turns to the Constitution of Medina which he
sums up in five paragraphs. He makes a general comment that “this
document is no invention of a political theorist but is rooted in the men-
tality and mores of pro-Islamic Arabia.”" Pre-Islamic society, he says,
emphasised “‘the maintenance of security by a high degree of social solid-
arity”"#?, though “there was no sense of a general duty to another man
based on the fact that he was a fellow human being.”* The main instru-
ment by which solidarity was maintained was revenge, and any incident
involving the murder of one member of a group involved the whole
group. Muhammad’s emphasis on the unity of mankind and the solid-
arity of the human race was nothing but an extension of the tribal tra-
ditions of solidarity. The Prophet of Islam added the idea that revenge
was not essential, and that if the aggrieved party decided to forgive the
aggressor, such a course of action would be approved by God, but this
was not an original idea: the possibility of accepting blood money or a
blood-wit “may have been introduced shortly before the time of
Muhammad”* No evidence is offered. The concept of solidarity is
linked to the custom of protection and it is concluded that the Con-
stitution of Medina is closely “‘related to the pre-Islamic system.™*

Despite this conclusion, Professor Watt does not reject the historical
phenomenon that the Islamic emphasis on the solidarity of the com-
munity turned out to be somewhat bigger than the concept of protec-
tion. He also accepts that whereas in the pre-Islamic custom the kinsmen
of a person who committed murder were bound to support and protect
him, under the Islamic system the kinsmen were required to see that he
was punished. He adds: ““. .. most revolutionary of all, where one
member of a community has committed a crime against another member
of the community, the kinsmen of the criminal, instead of supporting
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him according to pre-Islamic custom, are to help to sce that he is
punished.”* But he insists that this revolutionary change was not
Muhammad’s contribution. ‘

He then spends considerable time in trying to understand the meanings
of the word Ummah. According to his understanding the word Ummah
does not appear in the Qur’an after the year 625 I“pcrhaps bec,it:sc the
Jews of Medina had been making fun of the word in some way.” " In Ihls
view the word is borrowed from the Hebrew word Ummah, meaning
the tribe, which in turn may have been borrowed from a Sumerian
word. The word could only mean “tribe”, and on this basis he advancgs
the view that the Islamic State was conceived in terms of the pre-Islamic
tribe: ““It was essentially a federation of tribes”, and he notes”with appro-
val Bertrand Thomas’ suggestion that it was a *“super-tribe””. How does
the word occur in the Constitution of Medina which was signed in the
year 6297 Perhaps, he suggests, “'the articles containing it were repeated
from an earlier document.”® Professor Watt does not refer to the
Qur’anic phrase Ummatan Wahidah which means "a single n?.ti_on"’. In
Chapter I1. 213 of the Qur’an, the meanings are clarified when it is said:

“In the beginning were a single people. Then Allah designated for them prophets
as warners and bearers of good news and with them he sent the Book of Truth to

settle the differences among them.”®

In the context in which the word Ummah is used with reference to
people, it embraces the whole of mankind with the believers acting as a
central community. The Qur’an addresses mankind throughout as an
indivisible unity. Admittedly, the people are divided into groups and
nations but these divisions are no more than marks of recognition. The
inherent oneness of man is the core of Qur’anic thought. Professor Watt
wrenches the word Ummah from its context and decides to interpret it
according to a speculative and pre-conceived position. He says: The
original Ummah of the Constitution of Medina may have been regarded
as something special, not entirely covered by prc-ls!amlc ideas: b_ut 1.f 50,
this is nowhere clearly stated. The modern scholaxj is, therefore, "l‘ustlﬁt?d
in regarding the political structure of the Islamic State as cntt‘r‘cl}.’ in
accordance with pre-Islamic ideas.” Both these statements (a _ this 1s
nowhere clearly stated” and (b) “entirely in accordance with pre-
Islamic ideas” are inaccurate. I suggest that the special meanings of the
Ummah intended in the Constitution of Medina are clearly and unam-
biguously stated in the Qur'an and, in fact, removed from the Qur’anic
text, the word cannot be understood in the document at all. The second
statement is inaccurate because Professor Watt acknowledges that Islam
introduced several significant modifications in pre-Islamic ideas and in
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one respect, at least, the modification was revolutionary. His conclusion
that the document is entirely in accordance with pre-Islamic ideas is,
therefore, inconsistent with his own position. Why does Professor Watt
prefer to rely on an unusual, instead of the accepted, interpretation of the
Qur’anic text? Is it because he is unwilling to acknowledge that the
Qur’an introduced any fundamental change at the intellectual level in
the situation which was prevalent in pre-Islamic Arabia? He cannot
possibly ignore the total transformation which occurred as a result of the
message communicated to the people by Muhammad, but he regards this
transformation, not as the result of any intellectual advance or creative
change, but as a fortuitous combination of historical accidents. He con-
structs his case methodically. Step One: he assumes that “Muhammad
wanted to have a local community or body politic in which he would be
free to proclaim his religion and the Muslims would be able to carry out
their rites publicly.”® No evidence is offered, and it is well to remember
that nowhere in the Qur'an is it suggested that Muhammad was to
convey his message to the “local community”. His message was for the
whole of mankind. To restrict the purpose of the message to the fulfil-
ment of certain “rites” is arbitrary, because in Muhammad’s mission
“rites”” were not separated from the total conduct of man. Step Two:
“The men of Medina may also have had other aims but at least many
were Muslims and in favour of having a place where their religion could
be practised.” Again there is no evidence to support this proposition.
Step Three: following thence, Muhammad and his men found an oppor-
tunity in Medina to devise a political structure under which Islam could
be practised. It would have been unnatural for them, says Professor
Watt, “to devise some completely novel political structure.” The natu-
ral thing would have been to “‘create a structure in terms of the political
concepts with which they were familiar”, and this is what they should be
presumed to have done. One cannot quite follow the logic here, but if
one accepted the theory that political structures must always be based on
ideas with which one is familiar, then one must reject all possibility of
creative or revolutionary change.

Professor Watt arbitrarily divides the Prophet’s Message into the re-
ligious and the political, and suggests that the religious part may have
been present in the motives leading Muhammad to seek an agreement
with the tribes in Medina, “‘but the details of the agreement were in
terms of pre-Islamic political concepts.” He finally concludes, on the
basis of speculation and assertions unsupported by any data, that the
Islamic State in its origin “‘was based on, and exemplified, pre-Islamic
political concepts.”

My purpose is not to offer a comprehensive refutation of Professor
Watt’s ideas and not all the western scholars agree with him. But he
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represents a typical approach to Islam and a familiar analytical technique.
I suggest that there is a definite need for an objective and dispassionate
understanding and evaluation of Islamic thought and history in the
West. In the following sections, I shall attempt to define the fundamental
principles of the Islamic Order and to indicate the outlines of an econ-
omic system within that Order.

Section VIII

The Islamic Order is based on “‘the sovereignty of God”” which is su-
preme and immutable, as against “the sovereignty of the people”” which
can be exploited or suppressed. I quote some of the relevant verses of the

Qur’an:

“ All power emanates from God, as it always has”” (Al-Qur’an XXX. 4)
““To God belongs the kingdom of heaven and the earth” (Al-Qur’an|l. 107)
“ And in His kingdom, God has no associate”” (Al-Qur’an XXV 2)

““To Him belongs the Creation and the decision’” (Al-Qur’an VIL s54)
“The decision rests with God and with no one else” (Al-Qur’an VI. 57)

The position of Government in an Islamic Order is in the nature of
trusteeship. In its organisation and operations, an Islamic Government
must, at all times, be conscious of the mandate contained in the Qur'an
and the Sunnah, which represents the ultimate authority in all matters,
legislative, judicial or executive.

““ And those who do not decide according to the revealed will of God are trans-
gressors” (Al-Qur’an V. 47).

Prophets are the messengers of God, who were designated to com-
municate the will of God to the people, and it is in this sense that obedi-
ence to the prophets means obedience to God.

“ And whomsoever We have designated as messenger he would be obeyed on
behalf of God, and in accordance with His instructions” (Al-Qur’anIV. 64)

Caliphate, the traditional form of Government in Islam, rests on two
basic concepts: (a) its character as a trustee and (b) its recognition by the
people on a free and voluntary basis. If either of these concepts is lacking
the Government ceases to be Islamic in character. An Islamic Govern-
ment must, therefore, be legitimately representative of the people and
function as a trustee, in accordance with the mandate set out in the
Qur'an. Where a Government or a Caliph fails to act in accordance with
this mandate, he turns into an autocrat and a rebel.
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No individual or family has any claim to Government for this belongs
to the community as a whole, once the community has established a state
for itself, in accordance with the principles of the Qur’an. Syed Maudud;
refers to verse 55 in Surat An-Nur to illustrate this point: It is God’s
promise that those people who believe and act righteously will be estab-
lished as His deputies on earth, like those who preceded them. Clearly
the position of deputy belongs to the community, and no individual
whatever his lineage or status, can appropriate to himself the collective
rights of the community. In electing or appointing persons to positions of
responsibility the overriding consideration should be to choose “those
who are worthy of trust”” (Al-Qur’an IV. §8). Once representative govern-
ment is established, the powers of the government and the rights of the
citizens are determined by the mandate under which the government
functions. One must not obey an order which is not in conformity with
the Qur’an and there could be no question of rendering homage or
obedience to a wrongdoer (Al-Qur’an LXXIV. 24).

The establishment and the working of the state must be in accordance
with the consensus of the community:

“And it is the duty of Muslims to run their affairs on the basis of consensus”
(Al-Qur’an XLIL 38).

The structure of the state is based on obedience to God and His Pro-
phet, and this takes precedence over all other claims to obedience. If a
government or a ruler demands compliance with his orders, these orders
must be manifestly in conformity with the Will of God. Those who
occupy positions of authority must be people of virtue and deserving of
the trust reposed in them. The people have an inalienable right to dis-
agree with their governments and all such disagreements must be
resolved by an independent judicial forum, free of all influences and
pressures, in accordance with the Qur’an and the Sunnah.

The objectives of the state should be: (1) to establish justice and to
eliminate tyranny and oppression: (2) to utilise all the resources and
capabilities of the people to establish an Islamic way of life in which all
that is good and proper is promoted and all that is harmful and evil is dis-
couraged.

Justice is the heart of the Islamic Order:

“I have been ordained to establish justice among you”’ (Al-Qur’an XLIL. 15).
The Prophet was required to act with complete detachment and im-

partiality in all matters among the people. He could not entertain any
bias or prejudice and it was part of his mission to establish complete
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i elationship among the people. In this matter there was no
:Iisl:iatigc)ilocr)lfll;etwacn rilz:h and gpoor,pbig and small, an@ even between
those who were his followers and those who were against him. What
was right was right for everyone, and what was wrong was wrong for
everyone. The Prophet said: “The communities wh}ch preceded you

ere destroyed because they punished the poor according to thc_ lav'v, bu_t
}:ilcd to call the rich to account. I swear by God, who has my life in His
control, that if my own daug}'{ter Fatimah were to be found guilty of
theft, 1 would cut off her hapd. 5t

[ quote from Surat An-Nisa:

“O believers, uphold justice

and bear witness for the sake of God

even though your decision arTa’ evidence may affect your person
or your parents or your relations. :

The parties to a dispute may be rich or poor

God is interested more than you in their welfare. .

So do ot hesitate to act justly because of your own inclinations.
Should you prevaricate or hesitate to face the truth

you will have to account forit, - ’

for God is aware of what you do.” (Al-Qur'an1V. 1 35).

Sayyid Qutb Shahid refers to the incident when th? Prophet rc.senFed
bn Umm Maktoon’s intrusion when he was tall-‘:mg to Wal}d ibn
Mughiah, a tribal chief, and invited “‘a divine reminder bordering on
displeasure.”* ‘ ' _

All citizens in the Islamic State must have equal rights irrespective of
their colour, race, language or nationality. “‘O people, We created you ofa
man and a woman, and separated you in tribes, and nations so r.hat you may be ab.fe
to identify one another. The truth is that there is no distinction among pf.'ogle in
the eyes of God, except in terms of virtue. The most honoured among you is the
one who is the most virtuous.” (Al-Qur’an XLIX. 13).

Government must be based on trust, and the affairs of the state must be
handled by people who are worthy of trust; there is no scope for anyone
to violate the trust. Under this scheme those who exercise authority are

fully accountable for their conduct.

“O Muslims,

God commands you to entrust responsibility to those

who are capable of discharging it.

And when you determine between people do so justly. o
This is invaluable advice from God, Who hears and sees everything.
(Al-Qur’anIV. s8).
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The Prophet said: ““Remember, that everyone among you is a ruler, in
a sense, and responsible for those over whom he exercises authority.
Everyone is accountable for his conduct, including the biggest among
you who exercises authority over the rest.”®

The Prophet told Abu Dharr: “Abu Dharr, you are a weak person and
the affairs of the state are in the nature of a trust. On the Day of Judge-
ment anyone who has failed to discharge the trust with complete justice
and honesty will face humiliation.”

Finally, the government must be run according to the consensus of the
community. The government should be elected on the basis of consensus
and the affairs of the state should be administered on the basis of mutual
consultation and consensus. The Prophet is enjoined:

“Consult your people in the affairs of the state.”” (Al-Qur’an IV. 159).

Section IX

The principles® which govern the establishment and administration of
the State also regulate the Islamic economic order. Two preliminary
points should be stated. The first is that Islam visualises human life as a
single integrated unit, based on belief in God as the Creator. This deter-
mines man’s thought and conduct in all its aspects. All spheres of life are
indivisibly linked with one another. The same belief which prompts an
individual to offer his prayers governs his commercial transactions, and
his educational and recreational pursuits. The principles which reg;.llatc
ic performance of Hajj or the observance of fasting also regulates the
szc!icial process and methods of business. There is no such thing as a re-
ligious order, a political order or an economic order in Islam. They are
all part of the same human order, indissolubly linked together, each sus-
taining the other, and consolidating the whole as a cohesive unit.

The second point is that the Qur’an does not prescribe a detailed econ-
omic framework where all fiscal and monetary issues have already been
examined and resolved. The Qur’an lays down certain fundamental uni-
versal principles on the basis of which we are required to evolve an econ-
omic order to suit the requirements of our times. This is how Islam deals
with all aspects of life: the broad parameters of different spheres are
idenFiﬂed and these constitute the limits within which society must regu-
late its d_eve]opment‘ These limits must not be transgressed, if the social
ba"lance is to remain intact, but within these limits we are free to deter-
mine the design and pattern of our life in the light of our circumstances
needs and experience. ‘
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Let me now state the guidelines which regulate the Islamic economic

Sy stem:

1. The natural laws of life as recognised by the community should not
be interfered with;

2. Statutory and mandatory provisions of law alone cannot produce a
just and equitable economic arrangement. The emphasis should be
on cultivating the right moral attitude and approach;

3. State machinery should intervene only when it is considered abso-
lutely necessary by the elected representatives of the people.

In accordance with these guidelines specific principles are evolved to
govern the growth of economic life.

First, the individual's right to earn his livelihood according to his apti-
tude, capacity, and effort is fully recognised and guaranteed by the state.
What is not permitted is the acquisition of wealth or income through
means which disturb the social order or violate social values. Islam insists
on unqualified recognition of the distinction between what is earned
rightly, and what is earned wrongfully, as specified in the Qur’an.

Having guaranteed the individual’s right to earn his livelihood, ac-
cording to his capacity and by legitimate means, Islam defines the area in
which the individual can exercise his right to spend what he has lawfully
earned. The purposes for which expenditure may be incurred must also
be legitimate and lawful as specified in the Qur’an. You cannot squander
your wealth or employ it in 2 manner which is not permissible or which
may cause annoyance to others or give them a sense of inferiority.

Saving is encouraged, but it must not deteriorate into hoarding or ac-
cumulation of wealth to the detriment of others. An individual must
know that the community has a claim on his earnings and must be
willing to part with what he can afford for the sake of those who may be
in genuine financial difficulties.

When it comes to investment there are clear injunctions in the Qur’an
that wealth or income cannot be invested in such a manner as would
enable the owner to earn interest. The Qur’an prohibits interest in all its
forms. Various scholars have been at pains to distinguish between usury
and interest, while others have tried to make a distinction between inter-
est earned on different kinds of investments. This question has been dis-
cussed at length by Syed Maududi. The relevant word in the Qur’an is

riba which means “increment” and covers both interest and usury. Riba is
distinguished from the word bay’, meaning income earned through
normal trading operations, which is perfectly legitimate, while riba in all
forms is completely forbidden. The clearest injunction on the subject is
contained in Surat Al Baqarah:
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““But those who exact riba

turn rabid as if touched by Satan.

They delude themselves when they claim

after all trading is a form of riba.

But God has forbidden riba and permitted bay*” (Al-Qur’an IL. 275)

This verse states the general position and verse 279 in the same Surah
indicates the extent of transgression involved in continued extraction of
riba.

“0 believers, fear God and write off outstanding riba if you truly believe,
But if you do not then you must know that
You are in open hostility to God and His Prophet.” (Al-Qur’an I1. 279)

Syed Maududi comments that such strong language has not been used
in the Qur’an in respect of any other violation. The Prophet made it
imperative that the economic system should not be based on riba in any
part of the Muslim Empire. A contract which the Prophet entered into
with the Christians of Najran contained a clear provision that if the
Christians engaged in any business based on riba, it would render the
contract null and void. After the conquest of Mecca, the Prophet can-
celled all claims based on interest due to Banu Mughira, and instructions
were issued that if Banu Mughira were to insist on the repayment of in-
terest then war would be waged against them. The recipient, as well as
the one who pays interest, and the one who drafts a document based on
interest or witnesses such a document, all stand condemned.

We can now take up the question of individual ownership. There has
been considerable controversy on this point, and it is sometimes
suggested that the individual’s right of ownership should be restricted to
consumer goods and not to the means of production. It has also been said
that this right should apply only to earned income and not to unearned
income. The Quranic injunctions on the subject can only be understood
within the total framework of the Islamic Order. Since an individual’s
right to earn and to spend is regulated by clear provisions, and is made
subject to certain limitations, it would be wrong to assume that the indi-
vidual has an absolute and unrestricted right of ownership to private
property. For one thing the property which he acquires must be acquired
through personal effort and by legitimate means, which also means that
the extent of the property so acquired must be commensurate with the
individual’s effort. His right to retain such property is also regulated by
certain provisions. The only exceptions are inherited property or income
obtained through the distribution of zakat.

Inherited property must be legitimate property. Any property
acquired through illegitimate means, either through exploitation or as a
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result of undue favour, would not become legitimate through inherit-
ance. An item of stolen property would remain liable to confiscation by
the state whether it is found in the possession of the person who com-
mitted the theft or of one who inherited it from him. In the same way, if
a right or property has been acquired wrongfully, it would be liable to
cancellation or confiscation by the state wherever it might be lodged at a
particular time as a result of the application of the law on inheritance.

This principle has far-reaching consequences, as it applies to all titles,
jagirs, land-holdings, gifts or lease-rights acquired by an individual
through the magnanimity of a ruler or a person temporarily in control of
an area. Whether such a title was acquired in accordance with the limits
recognised as legitimate by Islam would be a question of fact to be deter-
mined in each case. But unless it is established that the original title was
legitimately obtained, it would be liable to cancellation. Syed Maududi
says: ‘“Where jagirs or awards are given to courtiers and sycophants, or
they have been given by tyrants and oppressors to persons who have
acted against the public interest, they are all liable to confiscation.”* He
recalls the reply given by Imam Abu Yusuf when he was asked by the
Abbasid Caliph, Haroon Ar Rashid, about the ruler’s right to grant
jagirs. The Imam said there was nothing illegitimate in the granting of a
jagir by a ruler to a citizen but neither all rulers nor all recipients of grants
could be placed on an equal footing. There are just rulers who make
grants with due care to persons who are the true servants of the people.
Such grants are in order. But there are others who are unjust and show
favours to persons who act as instruments of their oppression. Awards
made by such rulers are liable to confiscation. Islam thus clearly delimits
the area of individual ownership and the freedom which an individual
must have within that area subject to the overriding provision that all
property and income is in the nature of a trust. This also lays down the
limits on state ownership. If the right of individual ownership is abol-
ished and all means of production come under state control it would seri-
ously curtail individual freedom and this would militate against a basic
Islamic concept. But the state has the inherent right to regulate and con-
trol economic activities in the interest of the community.

While recognising individual ownership, Islam insists on equitable
distribution of wealth as distinct from equal distribution of wealth. This
distinction is based on facts of life which can be observed. While every
individual must be assured of complete equality of opportunity, status
and rights, no two individuals are identical in all respects. The variations
among individuals result in differences arising from the relative ability of
different people to take advantage of equal opportunities. Despite these
differences, the distribution of wealth must at all times conform to a fair
and equitable pattern. This is ensured through the institution of zakat and
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the laws of inheritance. Zakat is not a tax, It is a form of devotion and of
social obligation. There is an element of compulsion in the imposition of
a tax, No one likes being taxed. Few recognise the reasonableness or
need of all the taxes, and many resort to evasion of taxes by different
means. The basic concept of a tax is that it is levied in return for certain
facilities provided to the community, including the individual who is
taxed. It therefore becomes a form of contribution which one makes in
one’s own interest and in proportion to one’s income. Zakat, on the other
hand, is a moral obligation. A citizen offers zakat voluntarily and with-
out any compulsion. He makes his contribution according to his own as-
sessment of his wealth, and he expects to derive no personal benefit from
what he gives away. The entire amount of zakat collected by the com-
munity is meant for those members of the community who, for some
reason, find themselves unable to earn a living. Such inability may be
permanent or temporary. Zakat is calculated at the rate of 23% of wealth
annually and is deposited in a common community fund. There are rules
regulating the utilisation of the community fund, but principally the
fund is intended to serve as an insurance for the aged, the disabled and the
less fortunate members of society. It is important to remember that pay-
ment of zakat does not constitute an act of charity. It represents the com-
munity’s claim on a citizen’s wealth, which is automatically encashed
annually. The community fund is a trust held on behalf of the people.
Nothing is received in this fund or spent out of this fund in violation of
law, and no part of the fund is available to meet the expenditure of
anyone who occupies a position of authority. Sayyid Qutb said: “ Zakat
establishes an economic system on the basis of collective self-sufficiency
and cooperation which does not have to rely on interest.”

The equitable distribution of wealth is further ensured in Islam
through the operation of detailed laws of inheritance prescribed in the
Qur’an. There is an injunction in the Qur’an which requires the com-
munity to ensure that: “Wealth does not circulate among the rich.”
(Al-Qur’an LIX. 7).

What is the place of labour, capital and organisation under an Islam-
ic system? Islam treats land, labour and capital as factors of pro-
duction, each serving the individual to exercise his right to take full
advantage of equal economic opportunities. So long as these factors of
production are employed in a just and collectively beneficial manner,
the state does not interfere with the individual’s freedom to utilise these
factors of production within permissible and legitimate limits. But
where an individual uses any one of those factors to the detriment of
those who may be in possession of the other factors, then the state must
intervene to ensure that principles of equality and justice are not
violated.
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Finally, the question whether an economic system not based on in-
terest can be evolved in modern conditions. The unanimous view of
Islamic scholars is that such a system can be evolved but only within the
context of an Islamic Order. Historically, an economic system which was
not based on interest in any form remained in existence for several cen-
turies. Prior to the emergence of Islam, interest was as much a part of
economic life as it is today. Islam prohibited interest and changed the
whole economic order. Interest was forbidden first in Arabia and, there-
after, it was abolished wherever Islamic government was established.
The Islamic economic order remained in existence for several centuries.
According to the Islamic view an economic system dependent on interest
can never create just and equitable social conditions. Since the proposed
New International Economic Order assumes the continuance of interest
in market-economy countries, it can never achieve the objectives set out
in the General Assembly Declaration of May 1974.

The main guidelines for man’s conduct in the economic field are given
in Surat An-Nahl:

“God instructs you to cultivate justice and benevolence and consideration towards
dependants. You must avoid evil, obscenity, tyranny and excess. These are in-
structions for you to observe.” (Al-Qur’an XVI. o).

The first is the principle of justice which has been explained and the
second is the principle of benevolence. The word in the text is ihsan
which has been interpreted by scholars in a variety of ways. It is at once a
combination of grace, understanding, and a willingness to be of service
to others. It is a measure of an individual’s regard for the others. When
you are willing to take something less than what is due to you by right in
consideration of the needs of the others, such a gesture would be
regarded as ihsan. Syed Maududi says, “If justice is the basis of society,
ihsan is its beauty.”

The third principle requires one to show consideration towards one’s
dependants and relations. A person who has the necessary resources must
recognise that his dependants and relations, if they are in distress, have a
claim on him. A person of means who allows his relations to live in ig-
norance, poverty or disease and affords them no help, fails to discharge a
solemn obligation. An Islamic economic system does not visualise the
existence of little islands of luxury in a sea of poverty at a local or an uni-
versal level.

As against these positive principles, there are three prohibitory direc-
tives. First, you must avoid obscenity which would include all activities
regarded as harmful to society. Second, you must not indulge in what is
specifically forbidden. Third, in your conduct you must not transgress



72 Altaf Gauhar

the bounds of moderation, a concept which ensures respect for the rights
and feelings of others.

Sayyid Qutb Shahid lays stress on the collective self-sufficiency of the
Islamic economic order. A society in which every individual is engaged
in amassing wealth and profit without any consideration of what hap-
pens to the others in the process can only produce harmful results both
from the individual and the community. There is a collective framework
representing the interests of the community as a whole, and this circum-
scribes the field of individual freedom. Any violation of this framework
which occurs as a result of the exercise of his rights by an individual
would lead to social tensions and eventual disintegration.®

The contentment of the poor is a moral obligation. Certain Qur’anic
texts on the subject have been deliberately misinterpreted to convey the
idea that Islam requires the poor to accept their condition without pro-
test. Nothing could be further from the truth, comments Sayyid Qutb
Shahid. When the Qur’an asks the people not to be envious of the wealth
of others, it does not enjoin them to reconcile themselves to inequality,
injustice and oppression. He blames certain scholars for propagating this
idea to serve the interests of the ruling classes. Their purpose was to stop
the people from asserting their legitimate rights. The real purport of the
Qur’anic verses on the subject is that those who are unjustly deprived of
their rights must not succumb to a feeling of helplessness because their
oppressors are men of means and have access to instruments of control.
They must assert their rights collectively and forcefully. Sayyid Qutb
Shahid quotes the Prophet: “When the people watch a tyrant, and do
nothing to restrain him, they must prepare for their own destruction.”

In the Islamic economic order there is a great emphasis on the dignity
of labour and the basis of this is that the worker is entitled to a share in
profits with the employer. Some Maliki jurists go to the extent of giving
the employee an equal share with the employer in profit.”

Professor Muhammad Qutb sums up in a precise and eloquent passage
the essential characteristics of the Islamic economic system: “Islam bases
its economic structure on freedom of action, coupled with a relationship
of complete cooperation and exchange of mutual services among all in-
dividuals. The Islamic government, as such, acts as a guardian and cus-
todian of all such people as happen to lag behind in the struggle of life for
some reason, and are denied all amenities of a decent living. Thus with
all the resources of the state at his backing, no man need become a bond-
man. Islam provides for all his basic needs without allowing him to com-
promise his independence, self-respect or honour.”*®

Is the Islamic economic order an attainable reality? As Muslims we all
claim it is. The conditions prevailing in the Muslim countries offer a
stark denial of this claim. There are almost fifty independent sovereign
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Muslim states, and not one of them has adopted the Islamic order in its
true sense. Are the Western scholars then not justified in saying that the
Islamic order, whatever it might mean in theory, has no practical val-
idity? Together the Muslim countries have all the resources which they
require for their economic growth but most of them present a picture of
appalling poverty. All the riches and the resources are in the hands of a
few persons. The rest are left to struggle for survival. Should the world
not conclude that the principles of equality, freedom and justice have no
meaning for the Muslims? The Muslims must be among the most back-
ward and suppressed people in the world — suppressed and kept back-
ward not because they are retarded but because of the ruthlessness and
avarice of their ruling classes. Is there an inch of ground in the Muslim
world today where one can stand up and utter a word of truth without
fear?

Sayyid Qutb Shahid was executed. Syed Maududi was sentenced to
death and spared because of a legal flaw. Professor Muhammad Qutb
languished in prison for several years. Scores of scholars and writers and
thinkers are lodged in prisons all over the Muslim world where they are
subjected to inhuman treatment. All because they dared to speak the
truth. Sayyid Qutb Shahid, not long before his death, said that a new
class must grow to replace the existing elite if the situation in the Muslim
world was to be changed and brought into conformity with the Qur’an
and the Sunnah. It is futile to expect the present rulers, Presidents and
Prime Ministers, Kings and Queens to change the present order. It is the
people to whom the appeal must now be made directly, bypassing all re-
pressive national systems and arbitrary geographical barriers. The 700
million Muslims of the world must now make a choice either to re-
concile themselves to their present state of humiliation and deprivation,
or collectively to assert their right to change their destiny. The first ines-
capable step in this direction is the elimination of repression and
inequality at home. If the right choice is not made, Islam will not have
failed the people; the people will have failed Islam. But I have full faith
in the words of the Prophet: “My community will never concur in
error.



8 The Islamic Approach to Economic
Activity and Development

Khalid M Ishaque

Under-development and Poverty

Under-development is a state with universal characteristics foremost
among which is widespread poverty. In an impoverished social life the
supply of goods or services and ideas is far less than the basic require-
ments for a decent and materially and spiritually meaningful existence.
The shortages are traceable either to the lack of will to produce more, or
the lack of manpower with requisite skills. Lack of capital, in some cases,
is also an important factor. In the intellectual ficld creative individuals
feel alienated and hibernate in a mood of sullen indifference. Services by
bureaucracy both in public or private sectors are slovenly, wasteful in
terms of time and money and indifferent to individual needs. Intellectual
debate is also carried on at a level which every participant admits in pri-
vate to be nothing more than a charade. Its main use is to invent specious
reasons for supporting the status quo, securing a meal ticket for some, or
projecting some individual’s image. On the assumption that the prob-
lems are remediable, the current ideological debates in the Third World
concern themselves primarily with ways and means to remedy the ills of
under-development.

New Imperialists

One element which by common consent has thwarted the will, the skill
and the means to produce more has been the Imperialism of the First
World and more recently of the Second World. The new Imperialism
succeeding the old political and military domination of the 19th century
has, by use of diverse overt and covert means, prevented the develop-
ment of the areas now generally identified as the Third World. From the
countries rich in oil or other mineral wealth, capital is sucked away by
involving them in an unproductive arms race or actual armed conflict,
and from countries relatively better equipped skilled manpower is
sucked away by the process known as brain drain.
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Kindness that Chokes Foreign Aid

Foreign Aid has become the most sophisticated weapon to push many a
developing country into a debt-trap which permits no escape. The Third
World is additionally being advised constantly that by adopting liberal
democratic or socialist ideology their people can escape the pangs of
poverty. Within the Third World by and large national self-
identification based on region or religion has suffered a partial decline
and the desire for increased economic well-being and power has become
dominant.

Conflict of Democratic and Socialist Objectives

Though in their slogans leadership in most under-developed countries
has attempted to combine the ideals of liberal democracies with the
proclaimed egalitarianism of Socialism, in practice the trends have
been distinctly in the direction of bureaucratic, centrally-planned
totalitarianism. Private enterprise has been dealt with more as a political
threat, to be cut down to size, to provide room and opportunity for the
rise of new elites, than as a sector performing an important economic
role. The desire to boost and direct economic development has provided
stock justification for major intervention in the private sector. Advice by
imported experts has often provided added justification for more and
more controls and regulations. The widespread faltering growth rate is
explained, following the practice of the Second World, in terms of
covert sabotage. Enemies of the people, reactionaries, foreign agents and
wreckers are discovered in every nook and corner. The determination to
destroy all enemies and the idea, borrowed from Marxism-Leninism,
that any attempt at total destruction of an opposition does not suffer from
any moral stigma, adds an element of rectitude and recklessness to
governmental suppression. The capacity to silence political protest or
criticism makes rulers defiant and bold. Willy-nilly they start treading a
path trodden a thousand times before. Intellectuals sullenly sit on the
fence, uncommitted, uninspired and refusing to participate creatively.

Need for New Motivation

Convinced that such tendencies and the human suffering they cause are
remediable, we shall first examine the currently offered options in the
field of motivation, re-define the problem and then make some sugges-
tions.

Western Theory and Models

In the West (the First World) human activity in the economic field is
primarily directed towards individual gain. It was widely belicved that
competitiveness generated by each individual’s drive for personal gain
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would somehow bring about an overall harmony of interests and mutual
gain. The West is only now discovering that this is not wholly true.
Without moral or legal restraints the big fish tend to eat up the small
ones. Even the most powerful legal instruments prove ineffective against
the sophisticated machinations of an amoral capitalist order. Laws, the
West is discovering, are ineffective, if not based on faith in a higher
moral order. Secular law, for the poor, is often only a shield of straw.
However, diffusion of political and economic power permits the num-
erically large but economically weak majorities to find allies in vote-
hungry politicians. This alliance, inter alia, has paved the way for fairer
wage structures and a wider sharing of the economic cake. Higher wages
enable a person to satisfy his wants and fancies. But the mere consump-
tion of goods does not satisfy the total needs of the human personality.
Man moves from the quantitative to the qualitative aspects of life. Job
satisfaction, it is now being realised, is an equally important factor, as is
the opportunity outside work to pursue leisure and creative activities.
The prospect of promotion and a sense of stability and security against
arbitrary termination of services also play an important role.

The social structure in the First World by and large but grudgingly,
accepts vertical mobility. It has on account of diffusion of political and
economic power a built-in capacity for change, adaptation, innovation,
experimentation and vertical movement within the community. The
freedom it permits individuals involves risks for gain and for loss. Some-
times safe and immediate profits are wilfully sacrificed for risky but
larger ultimate gains. Sometimes commitment to innovation and experi-
mentation persuades many to wilfully take enormous risks. Based on an
assumption that basic good sense permeates decisions of the community
as a whole, the society permits individuals to follow their personal des-
tinies within such limits as would permit other individuals the same or
similar freedom to follow their stars. Social institutions are at least theor-
etically devised to maximise human liberty. Such are the theoretical
foundations of the First World, but in actual modern practice no holds
are barred, and exclusion of moral self-restraint is creating enormous
problems, and putting the whole system of free enterprise under severe
strains. The modern corporation is as ruthless and amoral as the bureau-
cracy in the socialist world. A point of difference however is that within
the social set-up in the First World there is no absolute concentration of
political and economic power to make it impossible to relieve the

burden.

Socialist Model
In the Socialist societies yet aspiring to reach the material standards
achieved in the First World, the motivational pattern is in one sense
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simpler. The State controls all the sources of production.and the party
controls the State’s bureaucracy. The economy is basically centrally
planned and controlled. Workers at all levels are wage earners. The
workers in relatively recent times have been encouraged to produce
more, by more or less the same incentives as an industrialist uses within
the capi}:alist world to increase the production in his factory, such as
bonuses for reaching the prescribed targets, enhanced wages for efficiency
etc. Yet over a period of time excessive dependence on Central Planning
agencies has had its effect in curbing productivity and inventiveness. Re-
cently attempts have been made to add elements of competition and
necessary decentralisation to make competition real and meaningful, yet
the dominant motivational factor remains the element of terror that the
State possesses as its monopoly and by and large utilises to achieve its
economic objectives. The State takes by force what it wants, and dictates
what it wants to be done, with the real threat that disobedience may
involve extremely harsh sanctions. The annihilation of sections of a
population can come about if the State’s expectations are not fulfilled.

Failure in the First World normally means bankruptcy, poverty and
languishing in the backwaters of the economic world. In the Second
World it might well mean imprisonment and total deprivation. By and
large the burecaucratic management in the Second World tends to be
wooden, static and precedent-ridden. The insecure bureaucrat seeks
security by passing on the responsibility to his superiors and by slavishly
sticking to the letter of the law. The administrative machinery perforce
becomes more and more centralised and wasteful. Wastefulness is inevit-
able because to avoid waste the status quo in economic arrangements
needs to be criticised and changed: in a socio-economic set-up where
politics dominate economic principles, bureaucrats often refuse to pro-
test against measures which might prove economically disastrous because
of fear of reprisals by the more powerful political elites. The desire for
individual survival demands that a bureaucrat tread on no toes lest a hat-
chet fall on him from an unsuspected quarter.

The Recurrent Problems

The revolutionary party demands instant results which invariably
become more and more difficult to achieve through a rattled, insecure
and sycophantic bureaucracy. Before long, the Party leadership, keen to
proclaim daily victories, finds it wise and convenient to join the bureau-
cracy to fill the gap between promise and performance by propaganda
on the one hand, and by silencing critics on the other.

Chinese Solution ‘
The Cultural Revolution in China was an attempt to avoid the tendency
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in State-run economies to fall prey to the evils of bureaucratism. For this
reason ideology was and is constantly emphasised, and political direction
and control processes are considered a matter of prime importance.

Revolution

Revolutions were in their own way attempts, in the former, to compen-
sate for motivation of material gains by ideological fervour, and in the
latter case to avoid the pitfalls of bureaucratism and elitism. The Great
Leap Forward in terms of an actual increase in productivity was a failure.
People doubtless were grateful to Mao for the liberation from old yokes
that he had made possible, but they were far from being converted to
Marxism and the collectivisation that the Socialists preach as the high
road to prosperity. The Cultural Revolution was a bold and somewhat
desperate last attempt by Mao to keep alive the revolutionary principle,
and to avoid the type of bureaucratism and consumer-oriented
motivational patterns, that the U.S.S.R. had developed, and which
almost every Socialist State was emulating. Mao is gone. Recent devel-
opments and particularly the willingness to open windows to the West
show that the conflicts that led to the Cultural Revolution are far from
settled. If materialism represents the ultimate truth it is hard to avoid the
lure of material things. If there is no long future to look forward to, the
here and now becomes extremely important. Doubtless China has so far
maintained a certain amount of idealism, but the question still remains as
to how long it can avoid the Russian road, given the inherent limitations
of Marxism-Leninism.

Self-assessment of the Third World

The current self-assessment of the Third World is that it is poor,
quantitatively generally and qualitatively invariably. The fervour
with which official policies are inflicted on people neither dissolves
nor effectively hides the confusion about national priorities and
does little to improve popular initiative and commitment. Even for
the removal of quantitative poverty, countries in the Third World
need something more than mere capital investment to enhance in-
dustrial and agricultural production above the present levels. Invest-
ments in implements of production and manpower skills have not
yet generated the expected results amongst those Third World
countries who enjoy oil or mineral wealth, the return on invest-
ment in capital goods and skills is poor. Investment in consumer
goods or war material has consumed an enormous amount of capi-
tal. In the case of oil-producing countries a very large portion of
oil-revenue remains invested in the First World on a short or long
term basis.
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For countries that do not enjoy the benefit of valuable natural
resources, capital is sought to be generated by t.ightening t_he Ii?clt
on consumer goods, by resorting to foreign borrowmg_and by inviting
foreign investment. The skilled hands created in countries that are short
in capital investment tend to drift away to more profitable pastures; at-
tempts to restrict them from doing so are largely ineffective.

By and large there is considerable similarity in the strategies for devel-
opment devised, suggested or approved for the Third World, by the
governing intellectual elites trained or influenced by the First or the
Second World. It is primarily through state intervention: the First
World suggests regulatory intervention, the Second World suggests
total intervention.

State intervention is the universally accepted panacea for all the ills of
under-development. The idea is pleasing to most ruling elites in the
Third World because it provides justification for acquiring absolute
power over men and material by the mere promise of bringing about a
new order of peace and plenty. In the ultimate reckoning, however, Fhe
limits of intervention and its effectiveness are determined in the Third
World by the quality of commitment of the leadership and its sagacity in
the choice of options. Unfortunately, most leaders not knowing much
about the social basis of power tend to ride roughshod over people. The
strength of any leadership lies in its capacity to qbtam a response to its
bidding without having to resort to force. This in turn depends on its
credibility, i.e. on the faith in the responding public that what they are
being asked to do is in their own interest. In other words, true leadership
is based on a continuing exchange, the leader doing_som_et.hmg to benefit
the people, the people in turn increasing their truft in his Jgdgcment and
responding to his call. The true extent of a leader’s power is equal to the
authority he exercises in the above manner; now, no leader can always
do all that he wants to do, particularly in areas where resources for the
immediate satisfaction of the long list of wants are scarce. As a result
every leader in a developing country on assuming the reins of power suf-
fers some decline in authority. He finds the change disconcerting and
naively attributes it to the false propaganda of jealous enemies. He dis-
covers that to obtain better results he needs a greater consensus and more
fervent commitment of the populace, which he finds difficult to build by
the tedious and long process of persuasion, more so in the presence of dis-
sident voices delivering telling blows of criticism. Therefore, in desper-

ate need for time, he falls victim to the temptation of attempting to win
over the leaders of dissent, and where this is not possible he s_cc‘fcs to
silence them. The very immorality of the process creates more dissident
voices. At this stage the leadership in power becomes guilty of mixing up
national and personal priorities, and quite often tends to choose self-



80 Khalid M Ishaque

survival in power as the prime value. Operating without national con-
sensus, or clarity about national priorities and through an inefficient or
corrupt bureaucracy, the leadership finds it difficult to abide by the per-
ennial principles of democratic order. Soon enough the parties in power
as well as the opposition throw to the winds the self-restraint that is the
life blood of a democratic order, the former in regard to exercise of
power, and the latter in respect of the right to criticise official perform-
ance. Governments seek to bend with force what they cannot turn with
persuasion. In the Third World motivation by command becomes
diluted in effect due to the factors already noticed; when official priori-
ties are pressed through coercive processes they cause unnecessary hard-
ship to individuals without becoming effective within the social group.
The propaganda machinery is called in. Its very loud claims to the con-
trary and the ever-widening gap between promise and performance de-
velop in the public a peculiar passivity and resistance to the official line;
which in turn makes them drag their feet in regard to everything official.
The propaganda machinery seeks to give the impression that the
Government is all-powerful and all-wise doing everything possible for
the people and capable of even greater achievements in the future. An
explosion of expectations is carefully nursed. People expect to receive
casy benefits without really working. The process destroys the very qua-
lities that the State-run economies need most in the people. In an ill-
conceived hurry to achieve an economic and particularly an industrial
break-through all non-economic but essential prerequisites are thrown
to the winds.

The above analysis has shown that the path recommended and often
willingly chosen holds no promise of leading the Third World to sal-
vation, more so the Muslim part of the Third World which does not
share the world-view of the capitalist or the socialist world.

The problem of underdevelopment has to be tackled within the frame-
work of its Islamic commitment, a commitment not confined merely to
some aspects of worship, but to a total life-view in which economic ac-
tivity has a definite place and purpose. Not enough importance is given
by the foreign advisers or the existing ruling elites to the fact that there is
a radical difference in the vision of a good and successful life in the
world-view of Islam and that of the capitalist or the socialist world. In
the former it consists in fulfilling one’s covenant with Allah and of living
out the worldly life in terms of Divine guidance as preparation for a
more beautiful life awaiting mankind. So far as the First (Capitalist) and
the Second (Socialist) World are concerned their world-view is essen-
tially materialistic and earth-bound. The total picture of the good life
painted with a mix of hues provided by Freud’s vision of a Sexual Man
and Marx’s vision of an Economic Man, does not coincide with that
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which Islam portrays.

The vision of a worldly life of plenitude in the spiritual and physical
sense would even otherwise remain a dream for the Muslim community
if the individuals constituting it were not willing to postpone immediate
satisfaction of their wants and fancies for a more beautiful tomorrow for
all. The exercise will need a tremendous moral effort. There is nothing in
the secular world-view provided by the First or the Second World to
justify this prolonged effort at self-sacrifice. Even the most advanced
countries in the First and Second World, namely the U.S.A. and the
U.S.S.R., are finding it difficult to maintain the public spirit of the
Founding Fathers or of the Communist Party which brought about the
Revolution of 1917. Anyone seriously-minded enough to break the
vicious circle of poverty and under-development and to seck a meaning-
ful life on earth will have to reckon with the Islamic solution to the prob-
lem.

What the Third World is in dire need of is a type of man who is not
only willing to forgo present and possible satisfaction of needs and fan-
cies, but is also willing to apply his life and all his worldly possessions to
social use for the sake of a more beautiful life hereafter; one who, within
the freedom available and with opportunity to do what he wants to,
would do nothing but improve the community’s life around him quanti-
tatively and qualitatively and in the process share the total benefits
equally with the rest of the community and become an example for
others to emulate. He alone as distinct from those working for personal
worldly gains would have the spiritual will to suffer deprivations with-
out complaint or dejection or cheating when the going is rough and the
distance between present sacrifice and suffering and the ultimate com-
pensation appears long. _ _

To motivate people to become productive voluntarily without cre-
ating capitalistic or socialistic inequities is doubtless a complicated busi-
ness. First of all at a purely economic level individuals must share a
confidence that the future will grow in a predictable manner out of
today’s plans and performance, and that no radical upheavals will totally
upset or displace today’s expectations. Secondly, that individuals can
meaningfully participate in planning their future, i.e. an individual’s
appraisals, planning and expectations would be allowed to play an effec-
tive role in society, and that political and economic policies would not
be hastily and radically changed, without regard to, or compensation
for, individual interest. Yet these two factors by themselves would not
be sufficient.

The Third World is advised that to train and utilise manpower and to
obtain capital goods they need capital. As it is not available locally, they
must borrow it. Now normally a lender would, as the first condition for
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risking the loan, require security for repayment. This may be found in
goods held in pledge, or the credit standing of the borrower, i.e. the de-
pendability of the borrower in regard to repayment; the third possibility
is the direct or indirect control that the lender exercises over the affairs of
the borrower. Security of the first or second type is not available in most
countries of the Third World because thoughtless and hasty intervention
by State Agencies in every field of endeavour often generates an acute
crisis of confidence. The sense of security about the social and individual
future suffers decline. High interest rates and risky ventures become
more attractive. Understandably, therefore, a desire to intervene in the
interest affairs of the borrowing community receives a boost. The devas-
tating results of these factors are so obvious in the affairs of the Third
World as to render reiteration superfluous.

Inviting Foreign Investment

Foreign investment can be the other source of capital. Here again the
foreign investor, especially the one investing in a project wherein profits
are postponed, would require a security in regard to his capital and pro-
fits, and an overall state of tranquillity and freedom wherein he could
reasonably expect to operate and make profit in accordance with his
own plans; in other words a prospect of freedom from undue and
unwanted interference. The history of the last seventy years has, if any-
thiqg, proved that security in time and freedom from p;‘essures are items
which are progressively becoming more and more scarce. Genuine
foreign investment without political strings attached has become rare.
Yet the economically advanced and mighty nations must do business
with poor nations if only because they need their raw materials if not the
markets. It is obvious that in a world of unregulated race for access to and
utilisation of scarce human resources, the powerful communities seek to
drive the hardest bargains with the less powerful or the defenceless.

The Real Bargain

Ultimately, the bargains between powerful and weak communities are
struck at a point which is determined partly by the interplay of forces of
demand and supply and partly by the political will of the weaker com-
munity to resist exploitation. It would therefore be futile in a fast shrink-
ing world to plan economics without regard to the “will of the
community” as a major factor of significance. What goes into the
making of this “will” or “resolve” in a community is a matter which
takes us out of the field of pure economics into the field of ideology and

faith.
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Additional Decelerating Factors Debt Service

There are additional factors which complicate the situation, and act as
factors arresting development in the Third World. We have seen all too
clearly in recent times that the borrowing of capital and know-how by
the poorer nations does not always herald prosperity. In fact the debt trap
can be as vicious, if not more so, than that of poverty itself. Its additional
political implications can be even more devastating. How American
Aid, for instance, permitted corrupt regimes in Asia to survive is a matter
of common knowledge.

Brain-drain

Along with these the brain-drain is another contemporary problem of
the Third World. Even if funds for investment are available skilled man-
power is not. It is drawn away by the lure of higher wages and more

comfortable living.

Military Conflicts

Additionally, most countries in the Third World are involved or driven
into one armed conflict or another, or at least constantly remain under
some threat which forces them to redirect major portions of their meagre
resources towards participation in an ill-affordable arms race.

Basis for Social Responsibility

It does not require citing of much evidence or submission of a long argu-
ment to show that human inventiveness, skill, enterprise and will to
suffer for unpopular ideas is available in the largest quantity in societies
which are relatively free from bureaucratic interference or governance.

The New Task
To be able to utilise all the resources available to the Muslim community,

several types of action need to be taken simultaneously and on several
fronts.

Disabusing the Muslim Mind about Imported Economic Models

(i) The first task is to disabuse the Muslim mind of the necessity of
adopting one or the other of the two models projected by the First or the
Second World. Both are basically materialistic having priorities basic-
ally different from those of Islam and have had, and continue to have,
aspects which permit wholesale exploitation. In the West it is the big
corporations and cartels and in the Socialist countries it is State Capital-
ism and bureaucracy. In the former, some relief is possible because power
is diffused in social groups, in the latter the financial and political power
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is concentrated in one and the same agency. In the former the capitalist
exploits and in the latter the burcaucrat oppresses. In both cases oligar-
chies run the society and knowing no control or criteria higher than their
own will, they exploit and oppress without even fecling guilty. There is
nothing inevitable about these models as both stand discredited and ex-
posed. The Muslims are and should feel free to devise their own models
for solving their problems. In fact a look at the debates raging between
theoreticians of the First and the Second World about the superiority of
their models would show that there are serious shortcomings in both the
models. Wanting to resolve the problem at a purely economic level both
are covertly borrowing from each other’s techniques. The West has
moved a long distance away from the capitalist model of the 19th cen-
tury which was so severely and effectively criticised by Karl Marx. In the
new industrial states a great many operational devices are being gener-
ally utilised which would have been anathema to capitalists of a few
decades carlier. Burnham’s Managerial Revolution and Galbraith’s The
Industrial State reflect some of the massive changes that have come about
in the industrialised West in regard to the role of capital, the capitalist,
the entrepreneur, the white-collar manager, and Labour. On the other
hand, notwithstanding their public protestation to the contrary, the
socialists have covertly borrowed from the West and re-introduced a
great many motivational devices in their economies which clearly con-
stitute blasphemies against the pet theories of Marx. The result is that the
two enemies today resemble each other a lot more than they are willing
to admit. The inequities and hardships of both the systems remain, be-
cause they seek solution to all the moral, spiritual and physical problems
of Man from a purely secular and materialistic base.

(ii) Our second task is to introduce the Muslim to Islam’s distinctive
approach to the whole range of economic activity. It is the only ideology
whose dimensions cover the life in this world as well as the Hereafter.
Islam alone teaches man how to lead a moral and meaningful life in
poverty and in wealth; it provides a motivational pattern to an indi-
vidual for a spiritually meaningful total commitment of his life and all his
worldly possessions. It teaches a way for the survival of an individual
with his personality intact in a world in which the individuality of man is
on the way to total eclipse at the hands of an ubiquitous bureaucracy.
Islam alone seems to give sacrifice and suffering a creative aspect, to
bring about not negation but an affirmation of life and integration of
personality. It restores to man in the universe the dignity and honour

which is his due.

Organising Development
(iii) The third task is to work out models for the Muslim Communities
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to organise their development by increased self-reliance and where
necessary by mutual dependence.

The Way to Will to Develop

(iv) Above all Muslims need to discover ways and means to rekindle a
new self-confidence and fervour in the community, to pull themselves
up by their bootstraps and to participate enthusiastically in fairly cre-
ating and justly distributing wealth: to possess the will to resist exploit-
ation from within and without; to suffer pangs of poverty and
deprivation, not whimpering and crying, but by struggling against
social wrongs.

Content of Economic Activity

From the above analysis it is clear that the charting of our future will de-
mand consideration not merely of the economic and political factors, but
also spiritual and moral factors without which politics becomes a game
of oppression and economics a hunt by exploiters. Socio-economic injus-
tices are the first object of attack under an Islamic commitment. The very
first object of the Prophet’s (peace be on him) denunciation at the begin-
ning of his mission were the exploiting and cruel rich of Mecca. Early
Surahs of the Qur’an, for example, “Al-Muddaththir”, “Al-Humaza",
“Al-Ma‘oon,” ““Al-Layl” and “Al-Balad” bear witness to this fact. The
extreme hatred of the rich Meccans for the Prophet is in turn explicable
only on the basis that he sought to alter completely the socio-economic
priorities. It is common knowledge that the good morality that he (peace
be upon him) taught was not entirely new and had some universal
aspects. The Arab appreciated truthfulness, generosity and patience in
the face of danger as much as did a Muslim. We know the Meccan com-
munity also held the Prophet (peace be upon him) to be a truthful, faith-
ful and dependable person. What hurt them most was the new teaching
which claimed that in the new social order status would not be depen-
dent on accidents of birth, colour, family ties, national origin, wealth or
sex. All the old status symbols were to be dethroned, and the only ac-
ceptable status symbol would be an individual's efforts to fulfil his
covenant with Allah,! to establish Justice by doing justice, and by stand-
ing up to see that justice is done in terms of the Divinely revealed guid-
ance; not only that but to do more beyond the demand of justice by
practising beneficence ?

The Islamic Social Framework

Before proceeding to state specific provisions about economic activity
we must highlight the basic features of the Islamic social framework
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within which economic activity should take place.

Faith is the basic dimension of a Muslim’s life. Mutual trust and confi-
dence which flow therefrom are essential for all creative and mutually
beneficial socio-economic activity. These are unavoidable pre-requisites
for human growth and maturity. The Prophet (peace be upon him) took
great pains to inculcate them. A Muslim’s life is essentially an act of faith:
faith in the Creator, His Prophet and in the life Hereafter; faith that
Allah in His infinite mercy shall raise him for a higher life; faith that life
does not end with the demise of the body and that man flying on the
wings of a moral life shall enter a new dimension of life free from fear,
envy, remorse and suffering, the good life which shall suffer no discon-
tinuance. But to achieve such a life everyone must voluntarily partici-
pate in the great moral effort which is its prerequisite. Man shall
transcend this world only when he becomes as it were a partner with
Allah to do s0.? In Islam economic activity is only a section of a much
larger canvas which is dominated by the twin themes of the basic dignity
and worth of an individual implying a universal obligation to care for
others’ interests, as one does for himself, and the universal obligation to
do justice. Allah, the Qur’an declares, has honoured the progeny of
Adam* and has made subservient to them what has been created in the
heavens and on earth’® Every infant from the moment of his birth
becomes entitled to care and consideration. The duty of blood relations
to care for each other is greater.® The weak and the needy have a special
right over the entire community” The Prophet (peace be upon him)
used to say that he was like a father to the members of the Ummah; he
(peace be upon him) is also reported to have said that “I am liable for the
debts of him who dies without paying his debt and left no relations
willing to pay for him.”” (Bukhari: Kitab At Tafsir No. 1891.) It was he
(peace be upon him) who stopped the Mujahids from proceeding for
Jihad and directed them to stay back and serve their parents when there
was no one to look after them and they themselves were too old and
feeble. In the Ummah that he (peace be upon him) welded together, indi-
viduals were progressively relieved of worry about their own or their
dear one’s future. Each individual was under a personal obligation to
protect the interests of others, and to desire and to choose for his brother
what he would choose for himself. Of such a community’s prosperity
and happiness Allah, the Prophet (peace be upon him) and the Ummah
were the guarantors. To ensure just and compassionate economic ac-
tivity this spirit of concern for human dignity shall have to be revived
and nurtured by careful effort. According to the teachings of Islam the
test of true and sincere faith lies in a person’s dealings with his fellow
beings. To emphasise the paramount importance of a Muslim’s duties in
this behalf and to ensure that in dealing with each other they remember
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the sanctity of each individual, the Prophet (peace l:_)e upon him) once
while circumambulating the Ka‘bah, said as if addressing it:

“How good are you and how pleasant is your fragrance. How sancFiﬁed
are you and how sacred is your status. But by Him in whose hand is t.he
life of Muhammad (peace be upon him), the sanctity qf a believer with
Allah is greater than yours (and) his belongings and his blood, and that
we do not think but well of him.” (Ibn Maja No. 3932)

The second principle of adhering to Justice under all conditions is con-
tained in the Qur’anic declaration:

“You shall not oppress, nor shall you suffer oppression.” ®

The Prophet was asked by Allah to declare:

“I have been commanded to do justice between you.””

Each believer too is under an obligation to act justly and to help others in
doing so. Not only to be just but also to be gracious." The Prophet (peace
be upon him ) is reported to have said:

“Be considerate when you sell, when you buy and when you judge.”

The believers, according to the Qur’an, are each other’s p_rotectors.” The
principles of basic dignity of man, his being part of a universal brpthf;r-
hood, and the absolute obligation to do justice and to stand up for justice
cuts across the Gordian knot of the problem of the inter-relationship of
power and justice in the Western tradition. L

“By the necessity of their nature™, according to Thucydides, “‘men
always rule when they are in power. Justice prevails only among men
equal in power, and the powerful exact what they can, vurh:le the weak
must yield what they must.” Living in a prosperous but in many ways
unjust society, Karl Marx once remarked that ““justice is bourgeois preju-
dice”. Justice has always remained a problem wherever and whenever
men have made laws and power has found ways to make an alliance with
justice. According to the Qur’an all power must at all times be subser-
vient to Justice, whose criteria Allah alone provldcsl and prescribes. In
their very covenant with Allah,2 Muslims must submit to the Judgement
of the Shari‘ah and feel no constraint or threat.”® While enforcing justice
and implementing the concept of equality within the brc?t‘nerhood of
believers, the Shari‘ah will brush aside all power which restricts the oper-
ation of these principles. It was this principle which prompted Abu Bakr,
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the First Caliph, to say on assuming office:

“Verily the weakest amongst you shall be strongest in my eyes till I get
him his due, and the strongest amongst you shall be weakest in my eyes
till  exact from him what is due from him.”

It was for a long time an established tradition within the Muslim com-
munity that when the Caliph proceeded to the Court of 2 Qadi as a liti-
gant, he was denied the salute and normal courtesies even by his staff and
courtiers, till he returned.

The Shari'ah in the very process of providing justice proceeds to deal
with the conflict situation, firstly, by denying advantage to power by
affirming the absolute ascendency of the idea of equality. Every person
appearing at the altar of justice temporarily stands divested of the ad-
vantage of birth, status, power and wealth. When the powerful cannot
be separated from the sources of his strength, then the entire strength and
weight of the Ummah is placed on the side of the weak or the oppressed.
When Qadis felt some inadequacy in enforcing the will of the Shari‘ah
their jurisdiction was supplemented by that of the Nazar al-Mazalim
courts which primarily dealt with the cases in which oppression of the
ruled by the rulers was alleged. This, however, is not the only protec-
tion.

The Shari‘ah also emphasises obligations before rights. Those who
have wealth, power or authority must first do justice, and perform their
obligation under their covenant with Allah irrespective of the perform-
ance of others,” and then proceed to demand their rights under the law.
Those who have more have to account for more. The weak and the
oppressed on the other hand have absolute rights on the community,
which must be honoured under all conditions.’

Yet another protection lies in the fact that according to the Shari‘ah the
obligation to obey is conditional on the command not being in clear
defiance of the Shari‘ah. Those in authority are to be obeyed, but they
must first act fairly; all disputes with public authorities or others can be
taken to the judicial authorities.”

It is only in an atmosphere of mutual confidence and trust, and with
faith in the intrinsic dignity of man and absolute supremacy of justice ac-
cording to the Shari‘ah, that people can bring about a just, prosperous
and a gracious society.

Within this framework, let us examine the Qur’anic provisions
regarding economic activity.
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Qur’anic Principles of Economic Activity

Participation In Economic Activity

According to the Qur’an, participation in economically creative activity
is obligatory for every Muslim;® they are also expected to work hard.”
The Jews sought fulfilment of God’s blessing in worldly life, and the
Christians went to the other extreme of propagating asceticism. Islam, in
unequivocal terms, affirmed the fundamental and absolute precedence of
the life hereafter over the worldly life? but expects the Muslim to use the
good things of life?” and to be grateful to God for His blessings? because
Allah increases His blessings for those who are grateful # The blessing of
worldly things is abused when a man squanders his wealth® or exults and
makes a wanton public display thereof;® therefore waste and wanton
display in contrast to moderate display within the family circle to in-
crease the beauty and charm of life” is prohibited. The importance of
this principle becomes clear when one realises that the strongest criticism
of contemporary Marxism against Capitalism is in regard to its waste-
fulness, i.e. both in regard to the non-utility of a large number of items
produced and also in respect of their inequitable distribution and use.
One person wallows in ostentatious high living and another barely sur-
vives in a condition of extreme poverty and deprivation. Basically the
same criticism can also be levelled against the socialist system because
therein also once a person has earned his wage he can do with it what he
likes. Waste of hard-earned wages on alchohol is a special problem of
Soviet Society.

On the other hand Equality is a principle of prime importance in the
governance of the Muslim community; for example, while undergoing
the harsh conditions of the Meccan boycott in the Shi’b of Abu Talib, the
community shared everything. The situation improved considerably
after the Hijrah to Medina. Companions were allowed separate houses,
kitchens etc, but here too we find that in Medina when a companion of
the Prophet sought to decorate his house from the outside in a manner
which not everyone could afford, the Prophet reprimanded him, and
blessed him when he brought down the decoration.

According to the Qur’an everyone is entitled to a share in what he
carns;? no one is permitted to withhold all that he earns.® one is required
to use it in the categories prescribed by Allah® but is prohibited from
using it for wanton public display, on the supposed ground that because
he has earned it on account of his knowledge or skill he can use it how he
likes® Blocking such conspicuous consumption carries severe chas-
tisement, because it causes widespread corruption and upsets the social
balance® The Qur’an has specifically chosen to mention Qarun as an
example of a man of means who invited Divine punishment because of
the abuse of his wealth. But all through the Qur’an there is repeated
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mention of the punishment the wealthy ones invite by hoarding their
wealth and not using it in a manner which would save them in the Here-
after

Duty to Produce More Than One’s Needs

Economic activity is not to be confined to merely earning or producing
enough to meet only one’s personal needs. Muslims are expected to pro-
duce more because they cannot participate in the process of purification
through the provision of security to others ( Zakat) unless they produce
more than they themselves consume. The most highly recommended use
of fairly earned wealth is to apply it to the procuring of all means to fulfil
a Muslim’s covenant with Allah. A Muslim is under a covenant that he
should struggle for the establishment of the Islamic order with his life and
all worldly belongings.® This too would become impossible if indi-
viduals only produced enough for personal needs.* This of course does
not mean that for those who have no wealth there is no compensation
with Allah.® They can improve the quality of social life even without
surplus economic resources.

The duty to produce carries certain further implications of which due
note must be taken. In the production of goods Muslims must give pri-
ority to those things which are good and wholesome and help to
improve the quality of life. Goods for mere display, or for stimulating
artificially-created wants would have very low social priority. Those
goods whose use is unlawful or prohibited may not be produced at all. Pro-
duction too must be by means which are approved, and under no circum-
stances should it be by means which are disapproved, because in such cir-
cumstances even if there is the appearance of an immediate gain, as in cases
of usury, in reality there is a loss which is not immediately apparent.®

The importance of this set of principles becomes obvious when we
realise that one of the major faults of the economic order of the First
World is the over-production of goods which merely whet the appetite
by creating a passing fancy, and do little to add to the real quality of life.
Every day the media inflict advertisements of cigarettes, wines, clothes
and innumerable consumer items for which markets are artificially creat-
ed; by the projection of these wares, a specious culture is created and
maintained and many social priorities remain neglected. The individual
produced in such a society is morally indifferent and spiritually
famished. The Qur’an prohibits wagering transactions. In a wagering
transaction the winner makes an undeserved gain and the loser suffers an
undeserved loss, neither party being involved in any process of pro-
duction; such transactions constitute a clear abuse of wealth. Such trans-
actions cause envy, rancour and enmity” and destroy one’s dignity and
the necessity of productive labour. Through them people acquire power
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to command more goods and services without participating in any
exercise of adding to the sum total of socially available goods. In the light
of this principle, the Prophet (peace be upon him) prohibited a large
number of transactions in trading which carry explicit or implicit marks
of a wagering contract. For instance, he prohibited the making of busi-
ness in respect of unripe fruits on trees, till the fruits ripen or are ready to
be removed, because from the time of their first appearance on the tree to
their ripening, fruits are clearly subject to complete or Partial los?s. On
some occasions no loss may occur. Therefore, in transactions finalised at
an early stage clearly one party stands to make an undeserved gain or to
suffer an undeserved loss in relation to the other. The Prophet (peace be
upon him) also insisted that buying and selling of goods b‘rought into the
cities be done inside the markets only, because it is possible the people
while engaging in transactions outside the market might pay or receive
prices over or under the true market value. The examlplcs can be z?mltl—
plied. The chapter on trading (Kitab-al-Buyit’) in Sahih al-Bukhari pro-
vides many examples. .

The Qur’an explicitly prohibits usury® because of its evil effects on
human society. It constitutes a single major cause of social malaise. Ulti-
mately usury assures unearned incomes and converts business into ex-
ploitative bargains® and by and large develops a style of producuqn
wherein business transactions cannot prove beneficial for both the parties
to the transaction, and become an unfair and unjust taking of someone’s
property.©

The Qur’an insists that Muslims must not hoard wealth but must spend
it with wisdom and moderation,” keeping in view the permitted uses
of wealth®® The full implications of this command do not become
apparent at first glance, and stand in need of some explanation.

Participation in economically productive activity is the duty of every
man and woman. The Prophet is reported to have said that one who
does nothing is hateful in the eyes of Allah. Savings represent the surplus
generated over and above what is consumed in the process of pro-
duction. Part of this surplus is reserved by the Shari‘ah for the‘bencﬁt.of
those who due to some permanent disability or temporary incapacity
cannot look after their own needs or those of their dependants. This part
is contributed and collected by the mandate of Divine Law and is
known as the Zakat. As far as the rest of the savings are concerned they
too need to be put back into the process of production, in the form of
capital, to further aid social productivity. Islam seeks the optimum usc
of capital and the total utilisation of manpower. Severe chastisement is
promised to those who withhold socially available capital by storing it
up in the form of gold and silver* Gold and silver by themselves are at
best universally accepted symbols to command services or to buy goods,



92 Khalid M Ishaque

but by themselves do not carry any intrinsic value in the provision of
direct satisfaction of human needs. So long as all the savings in individual
accounts are, by and large, available as capital for the community, the
problem of chronic shortage of capital may not often arise. For example
aman ‘A’ works, and from his wages he saves a hundred rupees. This
amount he puts in a bank. The bank as his agent invests it in a joint ven-
ture with someone else, say “B’. From the surplus generated the bank and
‘B’ make provision to return the original, the bank takes part of the pro-
fits made in the joint venture with ‘B, and ‘B’ deposits say fifty rupees as
savings from part of the profit that accrued to him. Now, say the bank
enters another joint venture with ‘C’ utilising the amount of Rs. 150/-
deposited by ‘A’ and ‘B’ and makes further profit and generates further
savings by “C’. In this way the sum total of socially available goods and
services increases without destroying the capacity of ‘A’ and ‘B’ to call for
certain goods and services which they are entitled to by virtue of their
savings. The profits would of course be calculated annually as Zakat is
also calculated on annual savings. The above model is of course some-
what over-simplified but its operational utility becomes obvious when
we keep in view the other Divine commands in regard to man’s econ-
omic activities. Some of them we have noted and others follow.

Shortage of capital can severely restrict economic activity, and people
are afraid of going into joint ventures with untried hands. Banks or simi-
lar agencies as specialists in the field can represent the depositor, and
engage in joint ventures with due regard to all relevant factors. The
transaction would then be different from an interest (riba) transaction or
an ordinary banking transaction wherein the lender gets his interest at a
pre-determined rate irrespective of the benefit which may or may not
accrue to the borrower. In the former case the money remains with the
investor but in the latter case it becomes that of the borrower. In joint
ventures, both parties risk profit or loss but in the latter case the lender
does not share profit or loss but takes the fixed interest. There are other
points of distinction also. In the capitalist banking system only the rich
can borrow because they alone can provide the requisite “safe” securi-
ties. The wealth of the borrower is a very important factor for the lender
when Islam expressly prohibits “circulation of wealth only amongst the
rich”®, and the State guarantees repayment of loans; the utilisation of
capital here will follow a completely different course from that prevail-
ing in the West or in the Socialist world.

Today in the world of free enterprise the State has no effective means
of checking bank-lending which create economic cartels except by pre-
scribing bank rates and minimum liquidity, because the profit motive is
not subject to the prohibition against wealth circulating only amongst
the rich. Secondly, when the State does not guarantee repayment, the
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lender seeks security only through wealth of the borrower, Yvith the re-
sult that society ends up with the rich lending only to the rich. On the
other hand, State ownership of all capital creates its own problems such
as the decline of productivity, bureaucratism, regimentation and overall
loss of freedom, enterprise, inventiveness, entrepreneurial skill and en-
thusiasm. According to the Qur’an all business transactions must be‘by
the free contract of parties.® This principle again has very far-reaching
consequences. Any one familiar with the working of the so-called
free competitive market knows all too well what fair and foul means
financially strong parties or corporations use to push out competition.
All too often business transactions are struck in situations which involve
duress of one over the other or are in situations very close to it. Laws to
protect competition or to provide for fair contracts have too many loop-
holes and in any case have not proved adequate, With the result t‘hat
many have come to believe that free competition is only a theoretical
cover over the real going-ons of the so-called free competitive markets
of the First World. The pressure in all such transactions is applied be-
cause of the tight corner in which a party may find himself for lack of
liquidity. The Qur’an commands that in such a situation the one who
cannot meet his liabilities should obtain an extension.” Now lack of
liquidity may also be the result of over-trading or speculation. The
Qur’an positively discourages the first in a variety of ways but com-
pletely prohibits the second. An analysis of concrete situations would
show that most cases of over-trading really involve speculative trans-
actions. The protection of Qur’anic provisions is available only when
Qur'anic injunctions are not transgressed.

In all such cases the approach of Islamic Law is that no one shall be per-
mitted to injure another nor be injured in return.® The relevant agency,
judicial or quasi-judicial, can always go behind the transaction to restore
a balance if ill-gotten gains have been made, or undeserved losses have
been suffered. No one under the Islamic system does business on the prin-
ciple *“let the purchaser beware””; no technicality of law will protect such
transactions, because every Muslim, particularly the seller, is bound to
look after the interest of the purchaser, by seeing to it that he is not
deceived and does not suffer an undeserved loss.” Along with the obli-
gation not to do injustice, goes the positive command to d_cr justice # This
permeates every aspect of the life of the Muslim community. It is the ob-
ligation of every believer to do justice to one with whom he is dealing.
In economic transactions this means that transactions should be so made
that both the contracting parties profit therefrom. Every Muslim is
under an obligation to give full measure or weight” of what he sells. The
Prophet (peace be upon him) has said: “Whoever (amongst you) can
give a profit to his brother let him do so.” (Muslim) On another occision,
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he (peace be upon him) said: ““Why do you restrain your brother from
that which will benefit him and is also profitable to you?”” (Malik).

Muslims are also prohibited from reducing the value of people’s
things,” which in modern parlance would mean that they are under a
prohibition from becoming party to the process of inflation. The public
become party to the so-called normal peace-time creeping inflation
which is motivated by desire to make a little extra, and the Government
becomes party to the destruction of people’s savings by printing more money.
The devastating effect of both these processes is not hidden from any one
familiar with the economic turmoils of the nineteen-seventies. Let it be re-
called that the fall of the Roman Empire and the Ottoman Empire was
precipitated by massive inflation.

There are many factors which operate to create profit. The Qur’anic
injunction of equality, and the Prophet’s command that in all transactions
both parties must profit, and the other principles already referred to above
have a direct bearing on the question of the quantum of profit permissible to a
Muslim. The First World economists used to say, until quite recently, that it
is as much as anyone is willing to pay minus the cost, and often justified this by
saying that the competitive market fixes the margin. We know now that
there is no absolutely free competitive market such as the academic econo-
mists visualise, and that there are too many factors which prevent the market
from reaching a fair equilibrium. The Prophet (peace be upon him) is
reported to have prohibited the making of profit in articles of absolute
need like food-grains though he refused to fix prices in spite of requests.
In other items he required the believers to make reasonable profits to assure the
full benefits of each transaction to all contracting parties. The Islamic social
framework, insisting as it does on nurturing social confidence, would provide
the requisite field for the successful operation of these principles.

Qur’anic principles operate in numerous patterns of economic arrange-
ments to exclude exploitation. They seek to ensure that within the limits set by
the Shari‘ah, each party shall receive due benefit for its contribution, indus-
try, entrepreneurial skill and inventiveness. Those who contribute more
shall receive more.” There will remain certain inequalities” but they will not
harm the group as strict controls operate on the uses of wealth. Those who
have more wealth have more responsibilities, and more to account for.

The Qur’an recognises the difference between man and man in terms
of intelligence, health, strength and morality. It also recognises the fact
that some work harder than others and some work more intelligently
and consistently for better objectives. Some work only to get the good
things of this life and some use their worldly life as a means for better-
ment of the real life of the Hereafter. Some save their carnings and others
squander them. Recognising all these differences, the Qur’an affirms the
principle of just requital by declaring that
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“there is naught for man but what he strives for. "
The Qur’an also proclaims:

“Whosoever desires the present life We hasten for him therein what We will, for
such of them as We please. Then We have appointed Hell for him; he shall burn
therein, condemned and rejected. And whosoever desires the Hereafter and strives
for it, as it should be striven for, and he is a believer; these are the ones whose striv-

‘ing shall find favour.

And We do aid these as well as those, out of the bounty of thy Lord; and the
bounty of thy Lord is not held back (from any). See how We have made some of
them to excel others. And certainly the Hereafter is greater in degrees and greater
in excellence.”

In Surat Az-Zakhruf, the Qur’an says:

“Is it they who would distribute the mercy of thy Lord? It is We who distribute
among them their livelihood in the present life, and we exalt some of them above
others in degrees (of rank), so that some of them may make others subservient (to
themselves). And the mercy of thy Lord is better than that which they amass.”™

In short, therefore, the Qur’an makes it clear that the principles of just
requital requires that the wages of sin and virtue all be reckoned and Paid
to each according to the labour that he puts in. Any egalitarian philo-
sophy which destroys or even fails to recognise the qualitative differ-
ences between a good man and a knave, a hard worker and a waster is
totally unacceptable to Islam. The slogan of the equality of all men is
sought to be used by its proponents as a means of counteracting the injus-
tices and tyrannies of the few against the many. The answer provided by
Islam does not destroy the radical differences between right and wrong,
between useful and useless, between good and bad, between the pro-
ductive and the barren. It does not seek to establish social justice by
steam-rolling all into a state of unmerited equality. Nor does it accept the
philosophical assumptions underlying the theories of those who explain
the phenomenon of human life in purely economic terms. The transfer of
the legal ownership of the means of production to government instead of
individuals does not per se establish the equality that is sought. Even in
the Government owned farm or factory there is the manager who com-
mands and oppresses like the owner that he replaces. Human dignity and
freedom is as effectively choked under the new arrangement as it was
under the old; perhaps it is even more effectively and irretrievably lost,
because the new master is a member of a vast bureaucracy infinitely more



96 Khalid M Ishaque

powerful and power-drunk than the so-called capitalist that he replaces.
Islam protects the individual not on the basis of hatred or class-war, but
in a manner infinitely surer, wiser and more humane.

Islam’s Attitude to Private Property

At this stage it might be useful to refer briefly to Islam’s attitude towards
private property. We have already referred to the fact that the first
addressee of the Qur’an is the individual. He is called upon to attain sal-
vation and ultimate fulfilment by living up to the terms of his covenant
with Allah irrespective of the performance of other members of the com-
munity; the way to obtain Divine approval is primarily in the social field
by performance of his social obligations. Islamic individualism is irre-
concilable with the collectivism and moral relativity of Socialist
thought. It is in this context that the distinctive characteristics that the
concept of private property has in an Islamic society are illuminated. In
Islam no person has an absolute right on his property to use it as he will
except [perhaps] in the sense that he can only use it for some purpose that
has been accepted as lawful by the Qur’an. It is not the property which is
in itself the source of trouble but it is the misuse of the property which
causes unhappiness and unrest. Qarun is cited by the Qur’an as a classical
example of one who misused his wealth. His sin lay in (i) his assertion
that because he had earned his wealth he could use it as he wished and (ii)
in the wanton display of wealth. The Prophet (peace be upon him) was
extremely careful in suppressing ostentatiousness and wanton display of
wealth. He constantly warned the community that wealth was one
means amongst others whereby to win one’s laurels in the life Hereafter.
All things created were for the use of man in his spiritual journey.

That Allah has created the good things of life for the use of mankind is
a positive declaration of the Qur’an.

Allah says:

“Say, Who has forbidden (unto you) the good things granted by Allah to His ser-
vants, or raised as healthy nourishments? ">

The believers are exhorted to strive to earn their livelihood; the Qur’an
declares:

“And when the prayer is finished, then disperse in the land and seek of Allah’s
grace, and remember Allah much, that you may prosper.”™

But whereas the believers are called upon to earn lawfully what they
can, they are simultaneously placed under a duty to spend what they
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have earned in the path of Allah, i.e. for that which is laudable, approved
or permitted by the Divine Book and the noble Prophet (peace be upon
him). The hoarders of wealth have been promised the most severe pun-

ishment.
The Qur’an declares:

“Woe to every back-biter, slanderer, who amasses wealth and counts it time after
time. He thinks that his wealth makes him immortal. Nay, he shall be cast into
crushing punishment.”®

It is for this reason that we notice that many of the companions of the
Messenger of Allah (peace be upon him) left no wealth worth mention-
ing in spite of the vast amount that came to their share as income or as
war booty. It is well-known that during the rule of Umar Ibn Abdul
Aziz there was a shortage not of the comfortable but of the needy.

The whole life of the messenger of Allah (peace be upon him) is an
example for us. The Meccan period of his life is as much a guidance to the
believers as the Medinan period. In fact, the State established at Medina
was of a community whose nucleus had undergone a strenuous training
in self-sacrifice during the Meccan period. During the Meccan period
the resources of the Muslim community were limited and each believer
had to suffer great hardship for helping his brothers. On the other hand,
by the time the Islamic State of Medina was established the income of the
community and of the Bayt Al-Mal had increased manifold. The result
was that a lesser burden was placed on individual believers.

Islam’s way to social justice lies in the establishment of a brotherhood
of believers which destroys tyranny without destroying legitimate dif-
ferences. Within this brotherhood each individual is duty-bound to
work for self-support and to help the others, even though each one
works for whatever he aspires for. Islam recognises that ambition for
self-development and advancement, for progress and salvation, are the
mainsprings of an individual’s efforts. It puts these urges and ambitions
into a constructive channel. It does not prevent a man from acquiring or
enjoying the just and lawful produce of his labour, but insists that what is
earned be spent in a manner prescribed or approved by Allah. It makes
the positive command of morality to provide contents for the social
framework, which the essentially negative command of law seeks to
protect.

It is part of Qur anic justice that it does not permit the concentration of
capital or of wealth. It refuses to approve hoarding of wealth. It promises
a grievous chastisement for hoarders of gold and silver. It directs us to
look at the glorious examples of the companions of the noble Prophet
who have left us a brilliant trail to follow. Tabari for instance records of
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the third Caliph ‘Uthman, declaring to the people who had gathered
around him to depose him:

“ ‘I have naught but two camels, I have neither a goat nor a she camel
and when I had assumed office (of Khilafat) I had amongst all the Arabs
the largest number of camels and goats; and this day I have no goat nor
camel except two camels for performing Hajj. Do you accept this?’ —
They replied, ‘By Allahitisso.””

It was a singular misfortune of the tradition of Muslim law after the third
century, that the right to acquire property came to be emphasised much
more than the obligation to spend one’s wealth according to the priori-
ties fixed by Allah, even though in the Quran there is far greater empha-
sis placed on spending. The legal structure of Islam cannot operate
effectively independently of the moral framework within which it is
found and in so far as law becomes more amoralised or secularised it loses
one of its main springs of effectiveness.

The Qur’an’s approach to the question of private property may be
summarised thus:

It is possible to own property. It is incumbent upon the believers to
work hard and to create wealth and acquire the fruits of their labour. But
the duty to earn carries a further obligation to earn by lawful and moral
means. Spending in the path of Allah, of some of the wealth acquired by
unlawful and evil means, would not wash away the sins of all misdeeds.
It is also equally important that the Muslims should not hoard what they
lawfully earn, but must spend it with wisdom and moderation in the
categories that God has established. It will be open to the Governing
Agency of the believers to regulate the system of spending in the path of
Allah (infaq fi sabilillah) of which the first example was the establishment
of the Bayt Al-Mal. In normal conditions a State may place less direct
burden on the individual leaving him free to perform his obligations vol-
untarily. However, in times of some national emergency, [ihad or the
like, every individual may have to carry a burden far greater than in
ordinary times. Some aspects of the last mentioned principle might now
be examined.

Role of the State

The provision of opportunities to all is one of the primary duties of the
community. At the root of a successfully operating Muslim community
is the general awareness of individuals of the great obligations that are
placed on them in accordance with their abilities. The duty to act
morally is primarily that of every individual and the business of the
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Ruling Agencies is to act in aid of the individual to assure the possibilities
of a moral life for him. The Ruling Agencies facilitate this by the per-

formance of:

i. those administrative and service functions which individuals cannot
perform and which they, by common consent, delegate to the State; such
as functions of maintaining law and order, the courts, the markets, the
roads and a host of other functions commonly undertaken by Govern-

ments; and

ii. those which under existing conditions the Ruling Agencies alone can
perform more effectively: such as organisation of national security, the
collection of zakat, etc.

What distinguishes Islam from other systems with regard to the extent
of governmental functions and the extent of authority of the Ruling
Agencies is that in an Islamic social order, the State agencies do not pre-
scribe the social priorities nor do they replace the individual in the arena
of socio-economic life, which is primarily the field for the individual’s
morally regulated efforts. The Ruling Agencies merely act in aid of the
performance of duties by the members of the community. It is only
rarely that the performance of social obligations is taken over wholly
and exclusively by the public authorities. o

The Ruling Agencies, in Islam, also operate under distinct con-
stitutional limitations; unlike the modern secular states they cannot abro-
gate wholly or in part the Divine Law or its inter se priorities. They do
not lay down the social priorities nor can they, in the exercise of their
regulatory powers in the economic field, assume any responsibility
beyond that of assisting the process whereby disadvantaged individuals
are helped to look after their needs and act as free moral agents. The last-
mentioned principle has a wide application. It would imply a clear duty
to intervene whenever fair contracts between persons are not being
made or enforced, and yet operate as a limitation on'the powers of the
Ruling Agencies when they threaten to go beyond this limit. In the
modern context, on the one hand it would call for State intervention in
obtaining for the worker a wage commensurate with his productivit.y,
yet on the other hand it would also stop Ruling Agencies from commit-
ting national wealth to objectives which have a low priority as com-
pared to those which have a high priority according to the Qur’an and
the Sunnah. In an Islamic State, the national legislature would be con-
cerned primarily with discovering ways and means for implementing
the Quranic values in accordance with their priorities as made clear by
the Qur’an and the Sunnah.
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The corollary of the same principle is the duty of the Ruling Agencies
to protect human life, dignity, honour and property, all of them in
accordapcc with the dictates of the Shari‘ah — in other words, to partici-
pate actively in, and aid all activity to establish Adl (justice) in the com-
munity and yet leave room for Ihsan (righteous action)

9 Banking in an Islamic Framework

Mohammad Nejatullah Siddigi

Banking has done to the modern economy of man what the advent of
money did to his primitive economy when barter was the rule. It has
greatly facilitated exchange and helped capital formation and pro-
duction on a vast scale unprecedented in human history. But the way it
has done so has been largely responsible for some of the greatest evils of
modern economy: inequities in the distribution of income and wealth,
concentration of economic power, an endemic tendency towards in-
flation and fast accumulation of debt in several sectors of the economy
with serious political, economic and sociological consequences. The
system therefore calls for a close scrutiny in a study which advocates a
basic reform in banking that would eliminate these ills and gear the
system to the universally acclaimed ends of justice, equity and progress.

The main role of banks is that of financial intermediaries between the
ultimate savers — the households — and the ultimate investors — the firms.
Savings accrue with millions of households while business enterprise is
confined only to tens of thousands of firms. Every society needs some
mechanism through which savings are channelled from savers to inves-
tors, on the basis of some understanding relating to repayment and
returns. Imperfection of knowledge arid communication and variety of
tastes regarding liquidity, risk and time involved, etc., make a direct deal
between savers and ultimate investors inefficient and limited in scope.
The banks have stepped in, offering the savers various types of deposits,
withdrawal facilities and guaranteed returns by way of interest. Non-
bank financial intermediaries have also a role in this respect which we
will ignore for the present.

With so much public money in their vaults, banks are in a position to
offer advances to business enterprise for investment. Thus they play a
decisive role in the allocation of financial resources available within so-
ciety. The fact that bank advances are based on fixed interest payments
and that liquidity is one of their major concerns (besides profit making)
is crucial in this respect. There is usually an inherent conflict between the
banks’ preference for quick-maturing, high yielding projects and the
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needs of society asa whole.

Modern society’s vast needs for a medium of exchange could not
possibly have been met by metallic money alone. It would have been a
wasteful method of meeting this need anyway. The introduction of
paper currency and later of checking deposits and their acceptance as
money by the public largely owes itself to the banking system. Banking
credit, or money created by banks through entries in its ledgers, is a con-
venient way of augmenting the supply of money pari passu with the so-
ciety’s demand for it. It developed as a concomitant of the above
mentioned role of the banks and soon became their predominant func-
tion almost overshadowing the first. It is interesting to note, however,
that the terms on which the banks performed their first function were to
a very great extent responsible for creating vast demands for credit. De-
mand for very short-term credit has grown out of proportion to the
structure of the production process mainly because banks would not go
in for long-term financing nor would they participate in risk-taking.
Recourse to a series of short-term arrangements and reliance on other
financial intermediaries became inevitable for firms.

Banks perform a number of other functions such as keeping demand
deposits, safe custody of valuables, agency functions in respect of pay-
ments and receipts etc., and money transfers over time and space. These,
however, do not concern us as they are not relevant to the desired
reform. We shall, therefore, turn to their main function and trace some
of the consequences that follow from the fact that they are rooted in the
institution of interest.

Consequences of Interest

The ultimate investor faces an uncertain world in which the results of his
enterprise cannot be foreseen with certainty. He is nevertheless obliged
to commit himself to the bank for payment of a fixed percentage return
over and above the principal. In doing so, his only guide is his expec-
tations regarding the profits of his enterprise. Should the expected rate of
profit be lower than the market rate of interest or, to be more realistic,
not sufficiently higher than it to leave some profits for himself, he is con-
strained to drop the project.

These often include projects rated high in the social order of priorities
but the individual is entirely helpless in this regard. The society is, there-
fore, obliged to adopt other methods to take care of such projects. His-
torically, it had to admit them into the public sector or finance them
through special agencies relying on public funds raised through borrow-
ing or taxation. The institution of fixed interest charges on advances is
therefore inimical to the growth of a free society and it introduces a ten-
dency towards socialisation.

Banking in an Islamic Framework 103

Secondly, interest due on bank advances has to be treated as an item of
cost, raising the cost curves and influencing the firm’s policy regarding
pricing of its products and the wages offered to labour, assuming that the
imperfectly competitive world affords some manocuvrability to many
firms in these respects. Higher cost curves imply higher equilibrium
prices and ‘smaller scales of production. Furthermore, the profit-sharing
entrepreneur is free from the constraint of realising interest costs, as his
sole commitment to the supplier of capital is that of sharing the ex post
profits with him. Though still a profit-seeker he can nevertheless take
care of social objectives in his price policy and wages policy, should he so
desire. He can serve other ends at the cost of some short term profits. No
such freedom is available to an interest-paying entrepreneur.

All that is ethically and aesthetically good and beautiful in society is
born of creative action rather than action impersonally determined by
forces of nature. In trying to convince us that entrepreneurial behaviour
was determined by impersonal forces leaving no room for creative
action, economists of yore were deceived as well as decerving. This de-
ception was reinforced by the institution of interest. Society would gain
by removing this constraint and widening the possibilities of ethically
oriented voluntary action on the part of entrepreneurs.

The third and the most serious consequence of bank advances being on
interest relates to the enterprise which incurs losses. It is nevertheless con-
strained to repay the principal as well as the interest stipulated, making
up the deficiency out of its own assets. This raises the question of justice.
If the results of enterprise are uncertain due to the nature of the world,
why should the supplier of capital be guaranteed a fixed positive return,
leaving the burden of uncertainty, falling in the form of loss, entirely to
the entrepreneur? The uncertain world in which capital and enter-
prise cooperate in production does not guarantee a positive value pro-
ductivity to either of them.

Having dealt with the related issues of productivity of capital, the
distinction between capital goods and money capital, and that be-
tween risk capital elsewhere!, we focus our attention on the central
issue involved. The penalty imposed on the unsuccessful entrepreneur
is entirely unwarranted in view of the uncertainties involved. The
ability of the entrepreneur has presumably been tested earlier and
scrutinised by the banker who agrees to make an advance. Accrual of
losses is probably as much due to macro-economic factors beyond his
control as to inefficient management. This failure of an enterprise to
make a profit deprives the entrepreneur of any reward for his entre-
preneurial services and rightly so, because the enterprise failed to cre-
ate additional wealth out of which he could be rewarded. To oblige
him to make up the deficiency in capital caused by the loss and pay
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up the interest due, presumes an inherent property in capital not only
to remain undiminished but also to grow with the mere passage of
time, despite uncertainty.

This is a false presumption without any basis in logic or history. In per-
petrating this injustice the banking system penalises entrepreneurship in
general and tends to exclude individual entrepreneurs from further ac-
tivity by depriving them of assets built earlier. A constant stream of
wealth must flow from the entrepreneurial class to the banks against no
actual contributions made to the social wealth. In a world where the
growth of wealth as a result of productive enterprise is uncertain due to
changing tastes, weather, and imponderables such as political develop-
ments and innovations, capital participating in enterprise is assured of
constant growth, and entrepreneurship, enabling this participation, is
made to bear the entire burden of uncertainty as well as dish out certainty
to capital! The system of interest-based advances must therefore be
judged unjust, discriminatory and prejudicial to social interests.

Replacement of interest by profit-sharing as the basis of bank’s ad-
vances to business, which is the basic reform advocated by us, takes care
of the evil consequences of the system noted above. One further advant-
age is to ensure active involvement of the banks in the productive ven-
tures financed by them. Banks’ income being derived directly from the
actual profits realised in the ventures they finance, their expertise will
also be focused on efficient decision-making and proper management in
these ventures.

Interest and Bank Credit?

We shall now trace the impact of interest on the creation of credit by the
banks. Banks’ ability to create credit is independent of the terms on
which it is extended, depending as it does on the habits of the public
which keeps only part of its income in cash and deposits the rest with the
banks. The institution of interest is neither a necessary nor a sufficient
condition for the banks’ ability to create credit.

Interest is crucial, however, for the purposes for which credit is ex-
tended and for the extent of its supply and demand. In the absence of in-
terest, and assuming that the supply of interest-free loans cannot be a
major role of the banks as profit-secking firms, bank advances would be
made only for the purpose of productive enterprise. Credit would be
created only to the extent that there exist genuine possibilities of creating
additional social wealth through productive enterprise. The financial re-
sources that banks provide by way of credit will have to be more than
fully matched by real resources awaiting mobilisation by entrepreneurs.
Credit created on the basis of profit sharing would not be inflationary in
the long run. Demand for profit-sharing advances will be limited by the
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extent of the available resources and banks’ ability to create credit will be
called into action only to the extent of this demand, subject to the con-
straint imposed by profit expectations that satisfy the banks. Supply in
this case would not be able to create its own demand as it does at present.

Some further consideration of the nature of bank credit would enable
a better appreciation of the rationale of the suggested reform. In the pre-
capitalist days loans represented real savings. Command over social pro-
duce acquired by making some contribution to it was temporarily trans-
ferred to the borrower. With the advent of banking a loan became so
much purchasing power created and passed on to the borrower. Pay-
ment of interest on loans involved a simple transfer of command over
real resources from the debtor to the creditor. Payment of interest on
money created ad hoc for lending greatly magnifies this effect, raising
new questions regarding its justification. Assuming a reserve ratio of 10
per cent and no leakages, saving deposits worth 100 enable the banks to
advance 1000 as loans, involving a transfer of 100 per year from the debt-
ors to the bank, assuming the rate of interest to be 10 per cent per annum.
Previously, 100 saved and lent would have involved a transfer of 10 per
year only. While the repayment of loans extinguishes the money created
by banks, the interest paid to it remains. The power of savings to acquire
additional resources with the mere passage of time has increased mani-
fold, thanks to the social convention that allows the banks to create
credit. What part of the additional resources so acquired goes to the ulti-
mate savers and what accrues to the banks is a different story.

Consider the situation consequent upon a switch over from interest to
profit sharing (muddrabah). Banks' mudarabah advances could still be a
multiple of their savings deposits, but their returns accrue as a percentage
of profits actually realised when these advances result in creation of ad-
ditional social wealth. These returns are then shared by the banks with
the depositors according to an agreed percentage. Accrual of profits on
deposits in this case devolves on exposure to risks involved in productive
enterprise. The magnitude of these profits is determined by the con-
ditions of the market and the two rates of profit-sharing which are sub-
ject to the forces of demand and supply. The power of real savings to
acquire additional resources with the mere passage of time is completely
destroyed. Instead they have the possibility of acquiring additional re-
sources to the extent their utilisation in productive enterprise actually re-
sults in the creation of additional wealth. Creation of credit by the banks
has, no doubt, broadened these possibilities, but their actual realisation
depends on the extent of production possibilities available. The social
convention that allows the creation of credit is harnessed into action to
the extent that the production possibilities available with the society call
for it, and its benefits are then passed on to the parties participating in the
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fulfilment of this social need at the risk of loss: of their real savings (depos-
itors); or of the reward of the services rendered as agents and inter-
mediaries (banks); or of the reward for entrepreneurial services (firms).

The present system prompts the banks to patronise speculators, other
financial intermediaries and the government, who are ideal short-term
borrowers. The ultimate investors figure in their portfolios only mar-
ginally and often indirectly. The unusually lengthy chain of inter-
mediaries between the ultimate savers and the ultimate investors is
largely a product of the ease with which credit instruments can be
created and handled, thanks to interest. They bear very little relation to
the structure of production. To justify this proliferation of financial in-
termediaries and credit instruments with reference to the variety of tastes
regarding liquidity, risk, size of holding and time period involved, pre-
sumes a sanctity for these tastes which is highly doubtful. To a very great
extent they are the product of high-powered propaganda and psycho-
logical manipulation. One is reminded of the sex industry justifying por-
nography and all that with reference to the variety of human taste. As in
sex and family so in finance and economy, the society must have some
norms more stable than shifting tastes exposed to manipulation by inter-
ested parties. With a switch over from interest to profit-sharing, the
creation of credit instruments will be sharply curtailed.

Public debt has now assumed such proportions that its repayment is no
longer considered a feasible proposition. The society must go on servic-
ing these debts by raising more debts, in most of the cases. Side by side
there has been a phenomenal growth in consumer credit in the more
advanced economies. Abolition of interest will make the provision of
consumer credit mostly a welfare service organised by the State. There
would also be a limited possibility of using pension funds and the like for
providing such credit. Thus curtailed to reasonable dimensions it will
cease to threaten the peace of homes and composure of individuals as it
does today by creating worries and tensions. The State may be able to
raise some interest-free loans from the public, relying for the rest of its
capital needs on profit-sharing advances from the public as well as the
banks. Foreign capital would also flow in on the same basis. In all these
cases repayment and servicing? (by way of paying the due share of ex post
profits) will be fully within the competence of the public authority. Co-
operative societies may be encouraged to organise instalment purchase
for the consumers. While there is every argument in favour of increasing
individual efficiency and improving the standard of living through the
acquisition of durable consumer goods early in life in lieu of payment out
of future income, this has to be done in a manner that does not involve
transfer of a sizeable proportion of an individual’s income to rentiers by
way of interest on credit extended to him.
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Reduction in the volume of credit instruments and public debt cou-
pled with curtailment in the size of bank credit will go a long way in
halting the tendency towards inflation which has become the bane of
modern economies. It will also severely limit the scope of speculation.
Arbitrage over time and space, which provides the economic justifi-
cation for speculation, will have to be rationally organised and guided in
an Islamic framework which cannot admit most of the unhealthy forms
of speculation prevalent at present. This will have important impli-
cations for business cycles. It has been argued elsewhere that abolition of
interest and speculation will tend to eliminate business cycles. Investment
based on production possibilities directly assessed by the businessmen and
bankers are not likely to overstep themselves to an extent that makes a
crash in share prices inevitable at a later stage.

Lastly, a switch over from interest to profit-sharing will counter the
tendency towards concentration of economic power in the hands of bank-
ers and financiers. Much of this power depends on the permanent state
of indebtedness in which important sectors of the economy find them-
selves. With the abolition of interest the state of indebtness will be trans-
ferred into a position of participation, over a large area of the economy.
Indebtedness free of the obligation to pay interest, in so far as it does sur-
vive, would not provide the lenders with any instrument of exercising
this power. Differential rates of interest and discriminatory terms at
which credit could be extended will no longer be available to the banks.
The economic power of the bankers and financiers will also decline as
the financial sector shrinks in size and its share in the national income
goes down, as a necessary consequence of the switch-over from interest
to profit sharing.

It is time to turn to the question of feasibility of banking without

interest.

Profit-Sharing Banks

Banks can serve as financial intermediaries mobilising savings from the
public on the basis of profit-sharing and making advances to firms on the
same basis. Banking companies could be established with share capital,
the shareholders sharing the profits as well as losses of the banking busi-
ness. Entrepreneurs obtaining capital from banks would have to share
their profits with the banks according to a mutually agreed percentage.
The banks would share the profits so accruing to them with the deposi-
tors in the “‘investment’” accounts according to a predetermined percent-
age. This would leave part of the profits with the banks which would,
along with the net revenue from fees and commissions charged for other
banking services and profits accruing on the investment of the bank’s
capital, constitute the gross profits of banking.
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Liability to losses in the bank-entrepreneur relationship attaches to the
bank. Banks could also go in for actual participation in the management
of an enterprise, part of the capital coming from the bank and part of it
coming from the entrepreneur. In that case both parties would share the
profits as well as losses in the proportion of capital supplied by each.
Unlike this arrangement (called shirkah in Islamic Law) the first men-
tioned arrangement, called mudarabah, attaches liability to losses to the
supplier of capital alone, that is the bank, assuming that the entrepreneur
does not invest any capital of his own. The banks are not likely, how-
ever, to incur losses on their advances taken as a whole. This could be
ensured by diversification of investment and supervision of entrepreneu-
rial management. By building up loss-compensating reserves by retain-
ing part of the profits realised on earlier advances, banks could absolve
the depositors into “investment”” accounts from the risk of loss which in
principle attaches to them. Banks would also be able to accept deposits in
current accounts payable on demand. These depositors would not be en-
titled to any share in profits. They may or may not be subjected to any
service charges. However, the banks would be obliged to earmark part
of their demand deposits for extending short term interest free loans.
Other banking services presently performed against fees charged would
continue as they are. There is a strong case in favour of combining
investment banking and development banking with commercial bank-
ing, so that the banks are involved in production and capital formation in
anumber of ways.

The Central Bank would continue performing its conventional func-
tions even though it would be short of the “Bank Rate™ as an instrument
of policy. Advice, moral persuasion and regulatory directives, which are
already playing an increasingly prominent role, would be reinforced
by the fact that the Central Bank would be under the patronage of an
Islamic State dedicated to the good of the people. The reserve ratio
would remain unaffected as an instrument of policy by the change
from interest to profit-sharing. The proportion of their demand deposits
which the banks would be allowed to utilise in making profit-sharing
advances, designated as “lending ratio”, could become a new instru-
ment of policy for adjusting the supply of interest-free loans with their
demand. A “‘re-finance ratio” promising Central Bank credit to com-
mercial banks, to the extent of a certain proportion of interest-free
loans given by them, could become yet another instrument of policy
for regulating the volume of credit and ensuring bank liquidity. Bonds
and securities would be replaced by shares in public enterprises which
could provide the Central Bank with a means for open market oper-
ations.

Savings would continue flowing into the investment accounts as the
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depositors would be assured of a positive return whose rate would fluc-
tuate within reasonable limits, thanks to the pooling of large volumes
of savings and diversification of investment by the banks. Given the pro-
pensity to save and the ex ante rate of profit in productive enterprise, the
volume of investment deposits would be a function of the two rates of
profit-sharing — between the banks and firms and between banks and
depositors. The supply of profit sharing advances would be a function of
the volume of total deposits, given the reserve ratio and the lending
ratio. Demand for banks’ profit-sharing advances would be determined
by the expected rate of profits, the rate of profit-sharing between bank
and firm, and the rate of profits regarded as the minimum satisfactory
rate by the firms.

Short-Term Credit
Supply of short-term loans to business and the related problem of bills of
exchange deserve special attention in an interest-free system. It is hardly
possible to assess the profitability of very short-term credit intended to
meet the liquidity needs of business, hence profit-sharing cannot be the
basis of such advances. They have to be provided as loans with guaran-
teed repayment but free of interest. Service charges can, however, be re-
covered from the borrowers. Banks can use part of their demand deposits
for providing such credit, as they are not obliged to pay any profits to
these depositors. Some writers have argued in favour of charging some
“profits”’ on advances made for a month or more, calculated on the basis
of the firm’s annual rate of profit. In case of bills of exchange involving a
period of about three months it could be possible to calculate the specific
rate of profit relevant to the capital advanced.

More crucial, however, is the allocation of short-term interest-free
loans. How is demand to be adjusted to the limited supply available?

Much of the demand for call money and very short-term credit eman-
ates from within the financial sector itself and is likely to be eliminated as
that sector shrinks in consequence of the abolition of interest. In the pro-
duction sector, the total demand for short-term credit depends on the
volume of long-term investment and the extent of trade credit (credit
extended by one firm to another) prevalent. Credit needs for the week or
the month can be estimated at the macro-level. This could be done by the
Central Bank which would then ensure a supply commensurate with the
demand by manipulating the “‘re-finance ratio” and the “lending ratio™.
The task of allocating these loanable funds at the micro-level would then
be performed by individual banks on the following criteria:

1. Specific credit needs of a firm.
2. Social priority attaching to the enterprise.
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3. Nature of the security offered against loan.

4. Whether the credit seeker has also obtained long term advances from
the bank for the same enterprise.

5. Annual, monthly or weekly average of the applicants’ balance in cur-
rent account with the bank.

It is within the competence of the Central Bank to exercise direct and
indirect influence on banks’ decisions on the second ground. Dis-
criminatory use of the “‘re-finance ratio” is a case in point.* Banks are
expected to prefer good securities over the not so good and patronise
client firms over enterprises in which they have no stakes. A credit
secker’s average balances in the current account may provide a basis for
overdraft facilities — one form in which short-term credit is granted.

As regards interest-free loans to consumers they have, in general, to be
arranged through agencies other than banks which are profit-secking
firms. In an Islamic society consumption loans could be provided out of a
Zakat-based fund especially set up for this purpose. Some writers have
suggested that banks may be entrusted with the operation of such funds.
Besides that, banks could offer some overdraft facilities to their deposi-
tors, as an incentive.

In all cases of interest-free loans repayment has to be guaranteed, ulti-
mately, by the State. In genuine cases of inability to pay, repayment
could be made out of Zakat funds too. A comprehensive insurance
scheme could also take care of them.

Lastly, notice must be taken of the view that replacement of fixed-
interest charges by a percentage share in profits actually realised by the
enterprise makes the return on bank advances devolve on honest book-
keeping by the entrepreneur. Similarly, depositors in investment
accounts will get their due share of profits only if the bank reports its
own profits correctly. It is obvious, therefore, that the whole system
hinges on the moral standards of the parties concerned.

There is no denying the need for the raising of the moral standards of
the people in view of the complementarity between morality and Islamic
institutions. It is hoped that such an improvement will accompany an
Islamic transformation of society. No less crucial, however, are the econ-
omic forces working against cheating and fraudulent account-keeping.
Banks as profit-seekers would be guided by the past records of the firms
with respect to the profits they made and paid to the banks on earlier ad-
vances. Those with a record of giving a higher percentage return on
bank advances would have a better chance of obtaining fresh advances.
Those who gave a poor return or declared losses would stand little
chances of getting fresh advances. It is largely irrelevant for the banks
whether the cause were fraudulent book-keeping or bad management. A
poor record with respect to profits will deprive a firm of bank advances
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in future thus threatening its continuation in business. In their own long-
term interests firms will try to maintain a good record of profit-making
and desist from practices which cast a reflection on their efficiency as
profit-makers. The same applies to profits on deposits. Competition
amongst banks will ensure that a tendency to understate banks’ profits
with a view to distributing smaller profits on deposits is curbed. Should
the banks in general indulge in such practices the volume of bank de-
posits will go down, forcing them to change their practice with a view to
attracting more deposits.

Yet another dimension of this problem is the competence of modern
techniques of critical audit and management audit in the prevention of
cheating and fraud; it is also possible for the bank in most cases to stipu-
late that all financial transactions of a client firm be routed through such
systems.

A switch over from interest to profit-sharing in banking will be
greatly facilitated if it is accompanied by other changes involved in an
Islamic transformation of society. A total ban on interest will plug the
loopholes which could frustrate the suggested reform if it is confined
only to the banking sector. A ban on all unhealthy forms of speculation
and forward transactions will eliminate many intermediaries and reduce
the financial sector to reasonable dimensions. Imposition of Zakat on all
cash balances will discourage liquidity preference and encourage invest-
ment. A comprehensive social security scheme in the broader framework
of an Islamic Welfare State will reduce the demand for consumer credit
and counter the tendency towards concentration of wealth and econ-
omic power. Lastly, a change of attitude from self-centred individualism to
the cooperative and humane attitude of “live and help others to live” will
change the nature and quality of economic relations in human society.

Prospects

The idea of profit-sharing banks has already caught on and a number of
reformed banking institutions have recently emerged. The Dubai Islam-
ic Bank is making good progress mainly through direct participation
in trade and industry. The two Islamic banks at Cairo and Khartoum are
too recent to show any progress. The first year of the Islamic Develop-
ment Bank at Jeddah has provided some practical examples of how
expected profits can guide investment on a large scale. The idea of
equity banks is attracting attention in banking circles of the West. In so
far as modern financial organisations have failed to lead a world har-
assed by their complexities, concentration of economic power and stag-
nation, the case for reform becomes stronger and the one suggested by
us increasingly merits serious consideration.



10 Zakat and Social Justice

M A Zaki Badawi

Zakat as a term is derived from the root ZAKA which means to grow. In
Islam it is the name given to the tax levied on definite kinds of property
and distributed to eight categories of persons or services. To call a tax
which is, in effect, a reduction of wealth “growth’ may be either in ref-
erence to the recipient poor who are expected to “grow” on it, or more
likely an expression of hope that it will be more than compensated for,
by Allah’s blessings. By extension of this meaning the term came also to
mean “purity”’. Thus to pay “Zakat" is to purify oneself as well as one’s
own property. The Prophet (peace be upon him) is commanded in the
Qur'an, “Take of their wealth alms to purify and cleanse them thereby.”
(ix: 103). Zakat is also called “Sadaga”, although scholars take Zakat to be
specific to the obligatory form of alms whereas Sadaga encompasses
obligatory as well as voluntary alms.

Zakat is one of the five principal obligations of Islam popularly known
as the five pillars of Islam. It ranks in importance immediately after the
prescribed prayer (Salaf). It was instituted very early in Islam. The
Meccan surahs of the Qur’an make reference to Muslims as those who
feed the poor and those in whose property there is a rightful share
(Haqq) for the poor and the needy. The unbelievers on the other hand
are described as failing to encourage others to feed the needy. In fact
some Meccan surahs use the very word Zakat which is a clear indication
that its use in this way was not unknown before Islam. There is little
doubt that Zakat is enjoined in Judaism and Christianity. “They (the
Jews and Christians) were commanded only to serve Allah sincerely
devoting their worship to him being men of pure faith and to perform
the prayers and pay Zakat” (Al-Qur’an LXXXX viii: 5). It is more than
likely that it was one of the obligations among the “Hanifs”, righteous
people in pre-Islamic Arabia.

Throughout the Meccan period, Zakat was an obligation left entirely
to the worshipper to determine as to value and distribution. It was up to
him how much to give so long as it was given to the poor and the needy.
In the absence of any political organisation for Muslims in Mecca, there
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was no central authority for collection and distribution. But once the
Muslim state came into being in Medina, the institution of Zakat became
centrally administered. Consequently, its value on various kinds of
property was determined, agents for collection and distribution were
appointed, and those benefiting from it were clearly specified. Reports of
its administration during the life of the Prophet (peace be upon him)
abound in the Qur’an and the Hadith indicating that Zakat was well or-
ganised. After the death of the Prophet (peace be upon him) his first suc-
cessor Abu Bakr had to wage war against those Arabs who suspended the
payment of Zakat to the authorities of Medina. From then onwards, the
Khalifas supervised the collection and distribution of Zakat as a major
source of revenue and as items of expenditure. During the Khilafa of
Uthman, it appears that certain categories of property were exempted
from Zakat, and the payment of Zakat on these categories of property
was left to the consciousness of the individual Muslim. In the present day,
under the influence of modern taxation systems, Zakat has virtually
disappeared from the vocabulary of most Muslim governments. Secula-
rism, which is the doctrine that informs government actions in the large
majority of Muslim countries, implies equal treatment for all citizens
irrespective of religion. Zakat as a religious duty does not have a place in
the secular scheme of things.

This brings us to the point where we must ask whether Zakat is a
ritual, pure and simple or a stipulation which involves aspects of human
relationships that must be taken fully into account. The answer to this
question is of crucial importance for it determines how Zakat is adminis-
tered and whether it can be utilised as an effective instrument of social
justice.

The rules of Islam come under three major categories: doctrine, ritual
and those rules pertaining to human relationships. In so far as the doc-
trinal and the ritual aspects are concetned there is no possible modifi-
cation whatsoever; only in the sphere of human relationships (mu amalat)
are we allowed to use our judgement (jjtihad) to meet the contingencies
of the human situation. As Rashid Rida said: “Doctrines and rituals have
been perfected in detail, they are not subject to addition or subtraction.
Whoever adds to or subtracts from them is changing Islam and bringing
forth a new Religion.” (Al-Manar Vol. 1V, 210). Now, if Zakat 1s to be
seen as a ritual pure and simple, then our task would be to seck detailed
information regarding its application by the Prophet (peace be upon
him) and his companions and having obtained such information to
follow it to the letter without the slightest alteration. On the other hand
if we accept that it is more than a ritual, that it has to do with human
affairs, then it would be possible to reframe the rules to suit those con-
ditions for which we have no direct ruling in the text. This would have
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to be done within the framework of Muslim law and utlising its
accepted procedure of analogy (giyas) and considerations of public inter-
est (maslahah). Most scholars have opted for the second point of view.
They were therefore able to extend the rules of Zakat to types of prop-
erty that were not directly covered during the lifetime of the Prophet.
They assumed, correctly in my view, that the social and economic pur-
poses of Zakat cannot be adequately served without being extended to all
areas of economic activities. However, none of our traditional scholars
of law has consistently adhered to this philosophy. The ritual element of
Zakat has on occasions influenced the judgement even of the Hanafi
scholars who usually are the most daring in their use of opinion (ra'y).
For this reason, the student of Zakat is faced with such conflicting guide-
lines as to cause him much confusion. There is unanimity only with
regard to the most fundamental aspects, but the vast area of detail is sub-
ject to differing views resulting from different experience, different ap-
proaches or different levels of scholarship.

Perhaps partly because of this, Zakat became a neglected theme in the
field of Islamic Studies. Few modern writers ventured to undertake to
study the subject with the seriousness it deserves. Apologists of Islam are
apt to make large claims for Zakat as a vehicle for social justice but never
substantiate their claims with the necessary evidence. There is no lack of
such evidence in the literature but the task of setting, assessing and con-
vincingly presenting it is a2 daunting one. Among the few who made
valuable contributions to the study of Zakat are Shaykh Abu Zahrah,
Shaykh Makhluf and Dr. As-Siba‘i Al-Arabi de Zayas and Yusuf Al-
Qardawi. Dr. Qardawi’s study is most erudite and helpful. It contains
detailed information on the views of earlier scholars and their bases in the
Qur’an and the Sunnah together with some imaginative suggestions by
the author.

Before we go any further I would like to voice a word of warning
about the way many enthusiastic Muslims regard the Islamic system of
economics. They regard it as being quite distinctive both in outline and
in detail from all the contending economic theories of our age. One
cannot quarrel with their desire but one must emphasise the fact that
human problems are very much the same everywhere and the number of
solutions is extremely limited. Muslim scholars have felt obliged to sup-
port positions that could be described as capitalistic in nature such as the
view regarding private property, or socialistic such as those relating to
the limitations on the individual’s right to property and the precedence
given to public interest vis-a-vis that of the individual. A Muslim must
refrain from such an atomistic analysis which is both scientifically illegiti-
mate and religiously misleading. The distinctive nature of Muslim econ-
omic theory 1s manifested in its totality, in the balance that it seeks to
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effect between the freedom that spurs the individual to perform to the
best of his ability and the control that society must exercise over the more
successful and aggressive so as to effect a reasonable cohesion and toler-
able distribution of wealth. Individual measures might appear to tilt in
this or that direction but the balance must be maintained.

There is yet another word of warning. The economic system is but one
aspect of the whole way of life that is Islam. Thcl Islamic economic
system, as we shall see, is not a mechanistic system devised for robots. Itis
a dimension of a society motivated above all by a true falt!.] and guldc.cl
by a Divine ethical system. Zakat is only a part of the Muslim economic
system. Like all taxes it is useful as a measure of property distribution.
Obviously it functions as an instrument of social justice most cffcctwcly
only where all other aspects of Islamic economic policy are in operation.
To graft it onto a wholly un-Islamic economy may effect certain im-
provements but the counter-forces inherent in such a system are bound to
limit its usefulness. .

There is yet another observation which we must bear in mind con-
cerning Muslim rules of conduct or Muslim law. Unlike secular legal
systems Muslim law is identical with Muslim ethics. What is ?umshabl‘c
in Islam is also morally wrong. Conversely what is obligatory is
“morally right”’. This gives Muslim law an added strength for it does
not, like man-made law, depend wholly on the force of the State but pri-
marily on the dictates of conscience. The rule of law is most effective
when its safeguards are deeply rooted in the heart of the citizen.

Zakat is one of the sources of income of the Muslim Treasury (Bayt al-
Mal). Itis levied to meet specific expenditure. As it is a Muslim ritual it is
obligatory only on Muslims. Non-Muslims are not asked to pay Zakat
any more than they are asked to perform Salat. And because ngar is in-
stituted for the benefit of the disadvantaged and the public-spirited, it is,
in the view of all contemporary scholars, applicable to the property of
the minor who is not otherwise obligated to perform similar religious
duties such as Prayer or Fasting or Hajj.

Property liable for Zakat falls under one of three categories:

1. Grazing animals such as camels, cattle or sheep.

2. Silver and gold, and money used for trading purposes.

3. What is obtained from the earth such as fruit, and grain, and also
treasure-troves and the produce of mines, such as gold, phosphate or oil
and the produce of the sea.

Zakat, in the view of contemporary scholars, has much wider appli-
cation than is reported in the works of earlier scholars. As pointed out
earlier, some scholars were so influenced by the nature of Zakat as an act
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of worship that they exacted it only from the crops or animals mentioned
specifically in the Sunnah. Thus, horses are exempted from Zakat by
some and vegetables by almost all of them. Taking the view that Zakat is
a source of revenue, none of our present day scholars accept this. They
derive guidance from the practice of Umar, who in discovering that
horses were far more valuable than cattle or camels reversed his decision
of exempting them and levied Zakat on them.

It would be contrary to Islamic justice and to commonsense to tax rice,
for instance, and demand no tax on rubber, cocoa, or vegetables for the
profit derived from each of these is far greater than from rice. Yet some
‘ulama in Malaysia, for instance, advise their Religious Affairs Depart-
ment to tax the poor paddy grower and exempt the wealthy rubber
planter. The tax specified in this category is 5% if the plants or trees are
watered by direct human efforts and 10% if watered by rain or inunda-
tion.

Treasure troves are subject to §% (though some put it at 2.5%). Metal
such as gold and minerals such as oil are classed by our scholars as subject
to 20% tax (although the rules of the Hanafi School would exempt oil
from Zakat altogether). In my view all such metals and minerals should
come under the jurisdiction of the Bayt Al-Mal, with 20% for Zakat and
the rest to be used for the general purposes of the State.

Money used for trade or simply kept out of circulation would be sub-
ject to 2.5% from both capital and profit. Thus, keeping money out of
circulation would mean reducing its value by this amount, a sufficient
deterrent against hoarding.

I do not intend to give detailed information as to the tax due in every
category. My purpose is adequately served by the general statement that:

a. all capital that is potentially — not necessarily actually — growing is
subject to Zakat. (The Qur’an says “take of their property”’, so it is a general
rule.)

b. Zakat is due on any item only when the amount owned reaches a
specified amount below which there is no Zakat. That specific amount is
called Nisab.

c. Inthe case of animals and trade, the property must be in the possession
of the same person for a whole year.

d. Objects used by the person either for his everyday living such as his
house, or a not excessive amount of jewellery for his wife, or the instru-
ments with which he earns his income such as the carpenter’s tools or the
industrialist’s factory, are exempt from Zakat.

e. Salaries and irregular earnings from professions or trades (such as a
car-repair business) are subject to Zakat on the same basis as commercial
activity.
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The proceeds from Zakat are to be paid to the following categories of
disadvantaged person:

1. The poor (faqir) who has no income. He is to be given as much as he

needs.
2. The needy (Miskin) whose income is to be supplemented to meet his

needs.

3. Slaves who are seeking freedom or for freeing slaves by saving them
from their masters. This category, contrary to the prevailing view, is still
very much with us. It includes all those who are fighting for their free-
dom, such as the Palestinians, the Moros of the Philippines, the Nami-
bians and the Zimbabwians.

4. The wayfarer (ibn as-sabil) who is on a lawful journey and who is em-
barrassed financially. A persdn might be aided to undertake journeys
such as seeking education or going on Hajj.

Zakat is also paid to the following categories of person in recognition of
their services to the community:

1. The armed forces (fighting sabil Allah).

2. Those who advance money for a public cause (al-ghuramaa), such as
solving a dispute or building a public utility. This category includes vic-
tims of disasters such as floods, fires, earthquakes etc. This is obviously in
the nature of social insurance.

3. The Zakat official (Amil) who is to receive wages commensurate with
his work.

The last category is to cover those who are new to Islam and who are in
such a social position as to make them leaders to be followed by their
own people. Such people might also obtain funds from Zakat; they are
called al-Mu ‘allafat Qulubuhum — those whose hearts have been reconciled
to truth.

This category is still very much with us as Islam is establishing roots in
many new lands. The conversion of a respected leader might be worth a
great deal for the cause. Financial help should be given to him to expand
an obviously needed project or to compensate him for any loss sustained
asa result of being a Muslim.

These categories are the exclusive categories of Zakat recipients as de-
termined by the Qur’an: “Alms are only for the poor, and the needy and those
employed to administer the alms and those whose hearts have been ( recently) re-
conciled (to truth) for those in bondage and in debt, in the way of Allah, and for the
wayfarer. (Thus is it) ordained by Allah.” (Al-Qur’an ix:60). Let us now
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consider the effectiveness of Zakat in achieving social justice bearing in
mind that the full benefit of Zakat can only be realised in a fully inte-
grated Muslim society, managing its economy and its life in accordance
with the precepts of Islam.

Under a Muslim system, property can only be acquired through legiti-
mate means; this excludes money acquired through usury (riba), the
monopoly of foodstuffs or essential commodities (ihtikar) or by cheating
(ghish) or taking by force. Properties so acquired are regarded in Islam to
be illegitimate. The force of the State must be used to put things right.
Added to this, the Muslim law of inheritance also operates to effect a
redistribution of wealth, thus preventing large fortunes being in the same
hands for too long. Even in the usual circumstances (such as in the early
Islamic wars) when wealth may have been legitimately accumulated, the
restriction on the right to property which Islam imposes to ensure that no
abuse of right takes place would make such wealth far less menacing to
society than it might be under any other system of ownership. Thus,
Islam allows the individual to satisfy his psychological need to possess
objects that he likes or needs while securing others against any abuse aris-
ing from the misuse of his property.

Zakat adds to such a system a vital dimension which enhances the re-
ality of social justice. Social justice in Islam does not mean equality of
wealth. It does not mean the abolition of differences in social position,
and such differences in wealth and in prestige in no way militate against
the concept of justice. Indeed absolute equality might be the mani-
festation of the most appalling injustice. In societies where it was sought
to impose equality of reward lethargy resulted. The resulting loss of in-
centive led to stagnation in economic life hitting the weak hardest of all.

Zakat demands of the wealthy, the able and the fortunate to part with
their wealth in favour of those not so endowed. Thus no one under
Islam, whether a Muslim or not (most scholars accord non-Muslim citi-
zens who are poor the right to assistance from Zakat), shall be destitute.
As Zakat is a right, the poor who are denied it by the wealthy may legiti-
mately acquire it by force. It is the oldest social security system on earth.

Social justice exists not only in the sphere of material need. The higher
needs of man are also considered in the institution of Zakat; witness the
fact that it is classed not as a charity but as a right. The poor beneficiary
need not therefore feel devalued, he need not ask any one individual and
accept an inferior position vis-a-vis his benefactor. Indeed, the concept
and practice of Zakat in Islam makes the giver experience a sense of grati-
tude towards the poor, who avails him of the opportunity to fulfil his
duty to his Creator and to purify his wealth and his person. This can be
witnessed today where Zakat is not collected by the Government. [ have
witnessed on many occasions (in Nigeria among other countries) men of
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wealth who were compelled by no force other than their conviction, and
no hope of reward from anyone but Allah.

Zakat also downgrades ownership as such by encouraging everyone to
regard the relinquishing of wealth, not only as an act of merit but almost
as a habit. Every Muslim is enjoined to give of his own wealth to others.
Even the poor and the needy are, according to the best authorities, liable
for paying Zakat al-Fitr, which is due once a year after the end of the fast-
ing month of Ramadan. In this way Islam encourages every individual to
look upon money not with the eye of the greedy, but with the feeling of
the generous and the helpful. The class struggle, so called, is supposed to
be based on the concept of exploitation for money. In the Islamic system
money becomes less of a motive force than the higher concepts of the sat-
isfaction of Allah and of the effective contribution to the services of the
community as a whole; in this way one of the causes of the class struggle
is removed. On the other hand, the poor who is supposed to struggle
against the wealthy for the sake of equality would find in the Islamic
system that wealth is not as threatening or oppressive as in other systems.
In short, cupidity which is the plague of capitalism is thus excised from
the body economic of Islam.

Zakat is also a weapon against hoarding, since money whether utilised
or not is taxable at the same rate. Those who keep their money out of cir-
culation and consequently affect the economic growth of society would
be severely punished by having their wealth reduced annually to the
point of extinction. We know how difficult it is for our society to induce
those with capital to invest, in times where the profit margin is low.
Capitalism to draw out investment money uses the carrot of profit, and it
exacts no punishment for refusing the incentive. Islam, by taxing capital
as well as profit, forces the capitalist to put his money into circulation
and thereby keep the economy going. This s circulation in the real social
sense, where the aim is to serve society as a whole. It should not be mixed
up, for example, with the Western demand for circulation of oil money.
This Western ““circulation” is theft by another name, the aim of which is
to acquire full authority over oil money without the views of its owners
being either considered or even sought.

Zakat, as we have seen, is social insurance par excellence. Those who
suffer disasters or who incur debts in the pursuit of a socially beneficial
objective can redress their loss in full through Zakat. There is no need for
vast and complex insurance companies with their involvement in usury
and its reliance on chance to give protection to the member of the
Muslim community. The insecurity on which the insurance man thrives
is removed totally from our society by the Zakat guarantee-backed by
the vast funds of the State itself.

In the last analysis, society and not the insurance company is the real
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source of the funds paid to the insured. The Zakat system saves unneces-
sary financial and human resources being involved in the establishment
of the insurance companies.

Zakat funds can also be made available for young bachelors to get mar-
ried or a young couple to pay for their home and to meet their essential
commitment as a new family.

In a Muslim society where the law of Islam is in full force and the pre-
cepts of Islam are held in respect there is no need for a beggar to beg. He
will have his rights delivered to him without loss of dignity. There is no
need for a poor man to go hungry or a deprived man to live in want, for
it is the responsibility of the state to remedy the poverty of the poor and
to satisfy the needs of the needy. There is no need for the able to remain
unemployed for the State would have the duty to secure employment for
the unemployed in accordance with their skills. In a revealing story re-
ported in the books of the Hadith, the Prophet (peace be upon him)
equipped an able-bodied beggar with a stick and advised him to gather
wood for sale. The beggar did and within 15 days he became an indepen-
dent self-supporting and self-respecting worker. Present-day society
must provide every able person with the equivalent of the prophetic
stick in tools and equipment to enable him to contribute fully to the
society and to achieve his full potential. I do not believe that unem-
ployment, the disease of the usurious, capitalist society can ever exist in a
society ordered in accordance with Islamic ideas.

The picture that emerges from this description may appear Utopian
but it is feasible and it has happened in history. Islam has always refrained
from setting unobtainable goals for man. It is described even by its

detractors asa practical religion. A system which attempts successfully to
balance the tension between individual freedom and social control, be-
tween the rights to property and the duty to society, between the desire
to own and the duty to give, is a system which will cure the illness of
human society.

The Islamic system which guarantees work, social security, social in-
surance, respect for the dignity of the individual, respect for property asa
social asset before being an individual possession, creates an atmosphere
of true brotherhood. The area of conflict based on conflict of interest is
narrowed and its effect is combatted, on the one hand by the training of
the individual to despise wealth for its own sake, and, on the other, by
instilling in the heart of every Muslim a true sense of brotherhood. It has
been observed that the sense of brotherhood that binds Muslims together
despite their many vicissitudes and failures is so strong as to obliterate
tribal, linguistic, racial and national frontiers. Indeed, in the concept of
Islam the membership of the brotherhood of the faith is the first and most
important criterion of a Muslim. At the personal level Zakat helps in the
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growth of the pcr.sona]ity of the giver. As we know, the infantjs,l as they
say, egocentric; it sees the world th¥ough its own needs and its own
person. It considers no one and nothing but itself. As the infant grows
into the child its sense of others and its perception of the people amupd
becomes more and more evident. Egocentrism grows lc_ss as the child
matures. When the child becomes an adult the maturity of the adult must
be measured by consideration for others. This is the reason why all re-
ligions, chiefly Islam, praise unselfishness so hlghly. Conflict arises when
we see only our own needs and our own desires; brothclrhood. thrives
when we endeavour to give others the maximum consideration and
help. This is the spirit of Zakat. _
What is the position of Zakat in the present-day world?' Many Muslim
states organise their economies and tax system on a _scrlctly Eurppcan
basis. You can avoid paying taxes to the State. There is no doubt in my
mind that many of our distinguished leaders dcmon_stratc thc:r. power
and authority by paying nothing or as little as posmbl; of their taxes.
When the law is based on no ethical values and no religious foundations
it can command but little respect, even from those who are suPposed to
be its guardians. Many Muslim individu_als living under this secular
system satisfy their conscience by distributing Zakat themselves. Others
have mollified their own guilt by following the more lenient in-
terpretation of the law which absolves those who pay taxes from paying
Zakat. Now I do not believe that the modern secular taxation system is
an adequate substitute for the divine institution of Zakat. 1 sh_arc the opin-
jon of those who believe that the secular system of taxation does not
absolve Muslims from paying Zakat; it only absolves them of payment
for the money taken in taxation. It is my belief that every Muslim should
pay Zakat to an institution for Zakat collection andh distribution, such an
institution being created wherever there is a sufficiently strong Muslim
community. There should also be a review of the great wealth that has
suddenly been acquired by countries through vast natural resources, such
as oil and phosphates. There is in this vast wcalt_h a larg‘e share for Za.kar
which is the property of the whole Ummah. This share is 20% according
to the authorities of old. I feel that the existence of this right demands a
body representative of the whole Ummah to adminis.tcr its property. Ad-
mittedly, many of these rich countries have gontnbptcd funds for ic
hungry and deprived in the Muslim areas oumdc thc:_r own boundaries.
This however is given most of the time for conslderatlgns other thazlq Ithc
fact of the recipients being needy Muslims. It was given for political
ends, not always in accordance with the aims and purposes of the
Shari‘ah. The recipient country acquired the aid not as a right, but as a
charity, all of which is a nullification of the spirit as well as the letter of

Zakat.
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There are also vast sums of money committed to supposedly serving
the cause of Islam. In fact many states, while raising the flag of Islam
un!eash with their money forces antagonistic to other Muslims and to the
unity of the Ummah. Perhaps the international Zakat authority, acting in
the spirit of Islam and in the spirit of brotherhood, may be able to harness
this huge wealth in the service of Islam and of humanity. \

The application of Zakat in isolation in a secular society is not going to
.makc such a society into a Muslim society. It will certainly contribute to
its betterment, but little more. It is true that Zakat is a fundamental prin-
ciple of Islam, but by itself it does not constitute Islam any more than an
engine on its own constitutes a motor car. It has the poténtia] to move
but it cannot function properly and fully until and unless it is placed in its
proper setting. The institution of a Zakat authority in every Muslim
country, and the institution of an international Zakat authority, may be
the first step towards a real and fundamental change of direction in

Muslim society, a change towards Islam.

11 The Promotion of an Equitable
World Order — The Muslim
Role and Contribution

A M Hegazy

The Problem Today

Itis a fact that the world economic order (in mid-1977) is threatened, and
it is also true that there are efforts being made by various parties to find a
solution to replace confrontation and conflict by coordination and co-
operation. World problems have been piling up over recent years: the
armaments race, population growth and unemployment, shortages of
natural resources and energy, the human environment and settlement
problems, barriers and disturbances in international trade and monetary
systems, monopoly in science and technology, difficulties in the use and
transfer of capital, the slowness of development programmes and income
distribution problems. There exist inequalities in the standards of living
of individuals, and between societies or nations. The gap is widening be-
tween individuals and countries to an extent that the rich are becoming
richer and the poor are getting much poorer.

The systems of Capitalism and Communism at both extremes have
failed so far to create a society of peace and stability whether it be for the
individual or for the people at large; whether in individual communities,
or on a wider international plane. Other “~isms” have developed with
varying philosophies and strategies but they are still unable to bring to
the world a better understanding of the problems outlined above, and do
not provide final solutions for the welfare of mankind. Leaders, states-
men, politicians, scientists, specialists and many others are still searching
for new strategies, ideas, and systems to solve the problems facing
humanity.

The need for change is apparent, and a process of reorganisation is
pressing. As the history of mankind is a continuous process of change in
the face of threats and dangers, the demand for a new international order
must be placed within such an historical process. It is this process which
provides the dynamism in the struggle to improve living conditions and
increase control over nature for the benefit of all living creatures. A
group of thinkers have recently outlined the fundamental aims of a new
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world order as the achievement of a life of dignity and well-being for all
inhabitants of the world, as citizens, producers and consumers. This
implies the need for guiding elements which serve to shape development
efforts. Although not mutually exclusive, they can be summarised as
follows: Equity, Freedom, Democracy and Participation, Solidarity, Cultural
Diversity and Environmental Integrity.

Many in this RIO (Reshaping International Order) group believe in
an equitable social order which could best be described as Humanistic
Socialism since it would aim at equalising opportunities within and
among nations and be founded on universal human values.

New development strategies must be shaped and could be divided into
five main components which can be summarised as follows:

the satisfaction of basic needs;

. the eradication of poverty;

self-reliant and participatory development;
. the exercise of public power;

balanced Eco-Development.

oa0ow

These pillars in mind are as relevant to developed as to under-
developed nations. They are regarded as essential pillars upon which attempts
should be made to construct an equitable social and economic order. But
at the same time the RIO group believes that the new international order
is not a panacea for all that is wrong in the world of today. It cannot lead
to complete and real equality among nations, but it can result in a reduc-
tion in inequalities and in the equitable distribution of global oppor-
tunities and in doing so lay the foundations for real cooperation. Their
strategies of change, they think, must be based upon this recognition.

Islam a Turning Point in History

This review of world problems and new efforts taking place focuses on
the changing pattern in the global economy of the world. Mankind
seems to be witnessing new challenges, new balances of power, new de-
mands for change and innovation, that may, if not satisfactorily resolved,
present new dangers to peace and progress.

But we seem to forget or pass over history, and neglect an original
movement concerned with the welfare of mankind and which devel-
oped a world of progress, prosperity and peace. It is our task to examine
and present this major historical development in the history of mankind
which ushered in an equitable world order based on an integrated frame-
work of a material and spiritual society. The strategy and guiding prin-
ciples used are as practical as they are flexible and could be implemented
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at any time and in any society. They are divine and not man-made and
4 . ‘ .
are meant for all mankind whether in the east or west, north or south,

black or white. They are the principles of Islam.
The philosophy of Islam starts from the fact that God is the Creator.

He has placed us as vicegerents on this carth.
God has honoured us with wisdom and judgement and has put us on a

special rank over all creatures:
.

oLoow 2l if - ,/’,w/’ - 7’l~’//,//l";:/ f"w Co
@"ﬁ'w%”))’}),’%ﬂ@ 5 asl e 0G5
>, t20e000 s P TR gLe

Al

“Verily We have honoured the children of Adam. We carry them on the land and
the sea, and have made provision of good things for them, c_md have preferred them
above many of those whom We created with a marked preferment.”™

The Qur’an explains how God has put at our service a number of boun-
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“Allah has created the heavens and the earth, and causes water to descend from the
sky, thereby producing fruits as food for you, and maketh the ships to be of service
unto you, that they may run upon the sea at His command and hath made of service

unto you the rivers and maketh the sun and the moon constant in their course,-to be

of service unto you and hath made of service unto you the night and the day. .
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““See you not how Allah has made serviceable unto you whatsoever is in the skies
and whatsoever in the earth and has loaded you with His favours both without and

within. Yet of mankind is he who disputeth concerning Allah, without knowledge
or guidance or a scripture-giving light.”
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The challenge is put forward when God’s trust in mankind is expressed
in terms of effort and action on the one hand and reward on the other:
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“And that man hath only that for which he maketh effort And that his effort will
be seen And afrerward he will be repaid for it with fullest payment And that thy
Lord, He is the goal.”*

This role of believers on earth should be carried out with an attitude of
cooperation and not of greed or envy as God has created us as brothers
looking for his mercy.
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““The believers are naught else than brothers. Therefore make peace between your
brethren, and observe your duty to Allah that haply ye may obtain Mercy.”"®
When we as believers form communities, it is again the command of
God that we give priority in our behaviour to good conduct, decency
and peace between brothers, but people have among them those who
differ, dispute and even disbelieve:
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“We destroyed the generations before you when they did wrong, and their
messengers (from Allah) came unto them with clear proofs (of His Sovereignty)
but they would not believe. Thus do We reward the guilty folk. Then We
appointed you vicegerents on earth after them, that We might see how ye
behave.”®
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“Let there be among you a nation who invite to goodness and enjoin right con-
duct and forbid indecency. Such are they who are successful. And be ye not as
those who separated and disputed after the clear proofs had come unto them. For
such there is an awful doom.”
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“Mankind were but one commumty, then they a’lfered, and had it not been for a
word that had already gone forth from thy Lord, it had been judged between them
in respect of that wherein they differ.””®
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“And if thy Lord had wrﬂed He verily would have made mankind one nation, yet
they cease not differing.””

Through Islam, Muslims are told they could bring peace to mankind and

the world.
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“Ye are the best community that has been raised up for mankind. Ye enjoin right
conduct, and forbid indecency and ye believe in Allah.”*
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“Thus we have appointed you a middle nation, that ye may be witness against
mankind and that the messenger may be a witness against you.” "
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The climax of such relations is best expressed by the following verse in

the Qur’an:
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“O mankind! We have created you male and female, and have made you nations
and tribes that ye may know one another. Indeed the noblest of you in the sight of
Allah is the best in conduct. Indeed! Allah is Knower, Aware.™

In all these verses, the stress is put on good conduct against indecency, on
unity against separation, on agreement against dispute, on brotherhood
against enmity. No doubt these virtues vouchsafe dignity for mankind;
without them we have a world of corruption, hypocrisy and unbelief. It
is our duty to free and purify ourselves first, and then our communities,
from such vice which are obstacles on one straight path of God. Without
this action nothing would change.
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““For him are angels ranged before him and behind him, who guard him by Allah’s
command. Lo! Allah changeth not the condition of a folk until they (first) change

that which is in their hearts; and if Allah willeth misfortune for a folk there is none
that can repel it, nor have they a defender beside Him. "™

This is the first challenge to all of us, without regard to nationality,
race, sect or colour. It is a spiritual and moral challenge to build up a
world of believers in God the Almighty and to stress universal human
values to save ourselves and mankind from evil, and disorder. But can we
achieve this target — even in the Muslim world — before we embark on
the strategy and mechanism of development both economic and social in
the wider world in which we live?

This challenge leads to the question of information and the use of mass
media to set standards of goodness starting from the individual and the
family up to the community and nations at large. This cannot be done
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unless all leaders (Imams) set the right example. The Prophet Muhammasi,
(peace be upon him) has said rightly that each one of us is a “?hcpherd
and responsible for his flock — the man for his family, the wife for her
home and so on.

Islam — Development for Progress and Prosperity

In the search for an equitable world order, Islam has brought into being a
framework of economic principles and concepts which if applied prop-
erly and implemented world wide, could achieve a well-balanced stan-
dard of living for mankind on an cquitable basis. The gap between the
rich and the poor is widening and nations are now classified according to
their GNP or per capita income into the following groups:

. Developed industrialised consumer countries.
. Developing producer countries.

. Developing rich oil countries.

. Underdeveloped countries.
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The annual per capita income ranges from a few U.S. dQllarsl(Sso) in
poor countries to thousands of dollars ($7500—_I 5000 or more) in devel-
oped countries or in oil rich developing countries. _

However, the almost exclusive emphasis on GNP and per capita
income as indicators of human worth and development has tended to dis-
tort and to limit man’s quest for prosperity and fulfilment.

In the search for an equitable world order, we should rather start from
the following facts and recommendations.

1. That God is the Creator and all development efforts are undertaken
for the sake of God.

2. That God has appointed us as vicegerents on earth so that He
might see how we behave.

3. That God has given us power on earth and means tor sustenance.
We should orient our policies in order to ensure sufficiency and peace
for all. .

4. That development should encourage lawful activities an.d'forbld
unlawful ones. [This stresses the importance of outlining policies and
the determination of priorities for commodities and services, a process
of choice to be decided upon by the individual and the state. |

5. That mankind should expend its efforts for the cause of God,
Who entrusted him to make use of the bounties on a fair and equitable
basis, without monopoly or trampling on others’ rights. IWhilc fair
competition is welcomed within certain limits, emphasis must be
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placed on consultation and cooperation.

6. That God has endowed some people and countries with greater
resources but they will be judged on how responsibly they use these
resources. The individual has been given freedom of enterprise and in-
itiative but society is also authorised to check any misuse of authority
and to regulate life in such a way that justice is established in human
affairs. The road to progress and welfare is fostered not through class and
group tensions but through morally motivated cooperation and mutual
participation.

7. That mankind is ultimately responsible to God and must believe in
reward and punishment, in the life hereafter, in Heaven and Hell.

8. That development in Islam is not absolutely economic, but may be
described as socio-economic. The profit motive is not the chief yardstick
for evaluating growth and development. As the aim of development is
the welfare and well-being of mankind the humanitarian aspect is of the
utmost importance. Given the right motivation all economic activity as-
sumes the character of worship.

9. That wealth belongs to God and He has ordained it for the good of
society. Wealth and children are described as an ornament of life.
Wealth and lives must be spent in striving in the way of God:
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“Wealth and children are an ornament of the life of the world.”"*
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“And strive with your wealth and your lives in the way of Allah. That is best for
you if ye but know.”

Then the Qur’an announces that
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“The life of this world is but comfort of illusion.”1®
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10. That Islam encourages saving for investment and moderate spend-
ing and forbids hoarding, extravagance and conspicuous consumption.
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“They who hoard up gold and silver and spend it not in the way of God, unto
them give tidings of a painful doom.” ¥’
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“And those who when they spend are neither prodigal nor grudging, and hold a
just balance between the two extremes.” ™

11. That real ownership belongs to Allah, and man is entrusted to
make use of it, and be accountable to Him in accordance with rules
clearly laid down in the Shari‘ah and principles enunciated in the Qur’an.

Such are some of the salient features of Islam towards economic devel-
opment which must be socially oriented. Individgals and groups in the
spirit of brotherhood are enjoined to co-operate with one another in pat-
terning life on earth in accordance to the will of Allah:

a. Economic development efforts are material and social, they should
aim at the maximisation of benefits from all resources on earth, so that
an equitable distribution of commodities and services between all is
ensured according to their efforts, participation and nccds. N

b. Economic development should depend on the principle of partici-
pation of wealth and manpower on a cooperative basis without pre-

judice to any group.

Islam stresses the fair distribution of wealth and income throug_h the
system of remuneration for work on one hand and the participation of
wealth through the Islamic rules of inheritance laws on t.hc otlhcr.

That profit-sharing (mudarabah) is encouraged against interest and
usury. The profit-sharing system includes the return on capital and the
share of labour in earned income. Islam regards interest and usury as
exploiting and destroying, they increase the possibilitics' ofincql}alitics
by transferring wealth from the poor or the needy to the rich. In this con-
text the following should be noted:

a. That Islamic institutions do not exist at the moment to cope with
wealth transfer according to Islamic thought. The move towards the es-
tablishment of Islamic banks will in due course help to implement these
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principles, and should be encouraged.

b. That world financial institutions, international banks, trusts or
investment corporations, use the interest function to allocate capital and
savings to local and international needs without regard to its effect on the
capacity of those who are in need to repay the large debts and interest to
be paid. This policy has become a burden and an obstacle to develop-
ment in the Third World. The problem poses a major challenge to world
forums.

c. It is our belief that those Muslim countries with existing surpluses
cannot sacrifice the return on deposits for the sake of such foreign insti-
tutions. Other Islamic countries which are in need of finance, boriow on
interest because of their urgent need for development. The only clear
remedy for this situation is the application of Islamic thought to socicties
and the establishment of Islamic financial institutions capable of playing
a leading role in the world economy. Before this can be achieved fully,
there should be a transition period during which the more well-
endowed nations need to assist the rest through capital grants, loans
without interest and profit-sharing schemes for development.

The real challenge in Islam rests upon the principle of sharing and sacri-
fice on an individual and collective basis.

To remove injustice and inequalities, there must be a fairer dis-
tribution of wealth, commodities and services. This cannot come about
automatically and we need an adjustment process where priority is given
to the have-nots, the poor, and the needy. Then essential needs must be
met before indulging in luxuries. The Islamic world now has the right
opportunity to participate hand in hand with developed nations to orient
their policies towards this goal of eradicating poverty and the satisfaction
of basic needs if we are earnest in searching for an equitable world order.
We have learned through the series of lectures given in this conference
that the world resources, in developed and in underdeveloped nations,
whether in manpower, material resources, or even capital surpluses,
could no doubt be directed towards the achievement of this sacred goal
of equity in the world of today, but this calls for the exercise of power,
not the power of armaments and armies but the power of sharing, par-
ticipation and cooperation. Islamic countries together with all others
facing the same problems must have their place in the decision-making
process of international as well as regional organisations. But it is also es-
sential for the Islamic nations to have their own national and regional
organisations and institutions to plan, coordinate, implement and con-
trol their own activities for development.

If God has entrusted us with the will to think and act with a sense of
brotherhood, it is then our duty to worship Him Who “preserves us from
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hunger and secures us from fear” " If we can save humanity, bybthc will of
God, from hunger and fear in all its aspects, we could no doubt secure an
equitable world order. Economic efforts by themselves cannot s
salvation. The need for social justice is of paramount importance in
Islam, and constitutes the third pillar on which Islam rests. This must gci
side by side with the first pillar which emphasises spiritual and mora

conduct.

Islam and Social Welfare

We have outlined the strategy of Islam in economic development and its
concentration on social justice. Growth and development efforts are not
an end in themselves; they are mainly social and all of us should willingly
cooperate in this direction. Man is the vicegerent of .thc Creator. }I:Ic
should attain through the will of God, and the bogntlcs which H; has
offered and put at his service, a reasonable and fair standard of living
commensurate with the honourable status of man on earth. . :
This may seem to be a Utopian ideal which cannot be ach‘.cvec! in rcl:;
life. But Islam is also intensely practical and ta!fes into consideration di }
ferences and inequalities in society. The Qur'an mcl}xdeﬁ a number o
declarations which we seem to miss cither involuntarily or on purpose,
but we must recapitulate on them to clarify the role of Islam in achieving
eq?s};}rir:nrigliztzompﬂsory the collection and distribution of alms aCCOI;;.Il’-
ing to needs, and holds out rewards for those who implement God's

will. Let us listen to the words of Qur’an.
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“The alms are only for the poor and the needy, and those who collect them, and
those whose hearts are to be reconciled, and to free the captives and the debtors, and
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and the needy and the wayfarer and to those who ask, and to set slaves free.””!
Such injunctions of Islam represent a practical concern for the improve-
ment of the human condition.

Islam stresses peace and brotherhood between individuals and starts
with the family and kinsfolk.

In a number of verses, God gives priority to the needs of the relatives
and the parents, whether in the distribution of alms and Zakat or in the
distribution of wealth according to inheritance laws. This is all meant to
consolidate family ties.

Islam differentiates between the needy and the poor, i.e. those who
have not and those who have but not enough to keep their fair standard
of living. To meet their needs, the role of individual Muslims and the
state through the treasury is emphasised. Individuals are obliged by com-
pulsory measures ( Zakat ) and by voluntary acts (giving food during fast-
ing in Ramadan) to develop a concern for and alleviate the hardships of
the poor and needy, those who are in debt and those whose hearts are to
be reconciled to Islam, and other deserving categories.

These humanitarian considerations are continually stressed in the
Qur’an and Sunnah (the practice of the Prophet upon whom be peace).

To move towards the implementation of these rules, I believe that two
actions are urgently needed:

1. A world-wide study on cost of living budgets (for the individual
and the family) in various countries to be put side-by-side with the per
capita income on which most of the studies concentrate at the moment. It
is my belief that the per capita income should not be regarded as the chief
yardstick for classifying standards of living for individuals or countries.
What is needed is a budget to be set according to humanitarian standards
and which guarantees a basic standard of living. This would not reflect
the standard of subsistence but of sufficiency, a standard which could
bring peace among people and lessen envy. Such a budget would meet
basic needs of adequate food, clothing and shelter. It would cater for
health and social security. It would provide for education and cultural
pursuits, and other facilities deemed necessary for an honourable exist-
ence.

2. Although the role of the individual is clearly stated in the Qur’an,
the Islamic state should take an active part in making the necessary ad-
justments to meet the needs of the poor, i.e. those who live below what
the society has regarded as a fair and equitable standard. It is the role of
the rich to share in this process either voluntarily or by law.
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“Take alms of their wealth, wherewith thou mayst purify them and mayst make
them grow.”’2

The Islamic state could also use systems of social insurance, social security
or reciprocal social security, where either the individual is sharing or the
state is participating from funds raised for these purposes. The devc}.og—
ment of private social organisations and social public institutions within
the Islamic world could help in promoting this world of justice and
peace. It is the task of individual Muslims to work for an increased pri-
vate role as well as the state role in establishing such institutions. No
doubt social centres in many western countries have participated widely
in such directions both in their own countries, and also in other coun-
tries, not the least in underdeveloped nations. Now the Islamic countries
with their financial ability to participate should show their willingness to
implement the rules of Islam in this direction.

If Muslims, in so far as they implement the will of God, establish wor-
ship and pay the poor-due, they will be rewarded by the mercy and bles-
sings of God.
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““. . . and establish worship and pay the poor-due, and (s0) lend to Allah a goodly

loan. Whatsoever good you send before you for your souls, you will find it with
Allah, better and greater in the recompense. e
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“That Allah may reward them with the best of what they did and increase reward
for them of his bounty. Allah giveth blessings without stint to whom He wills.”™

Islam — The Road to Salvation and Peace

It is clear through this conference that Islam is not only a belief which sets
the relation between man and God, but is also a juridical system dealing
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with_ the spiritual and moral as well as material and social aspects. Islam is
a unique system which rests on the belief of unity and depends on a speci-
fic socio-economic policy. Muslims are called upon to implement and
spread this system, instead of their negative attitude of adopting or
adapting imported systems. Muslims have to stop interpreting Islam in
the context of one or other of the “isms”, and undermining the distinc-
tive character of Islam in the process. Islam is sacred and original in set-
ting the right path to save mankind from prevailing evils and problems
on the basis of its spiritual, material and human aspects. Without belief
and righteous conduct, in an orderly and just society where those respon-
sible set examples, there will be no peace on earth. ‘

To achieve these objectives, we call on Muslims and Islamic states to
take ic necessary steps to implement the will of God in establishing a
Muslim society — a society where the administration of the way of life
dcp.cnds on Muslim principles of belief, good behaviour, pmgreés, pros-
perity, cooperation and peace. The main objective of such a society is
not material growth as an end in itself but the development of a welfare
society where mankind is honoured and has a preferential status inas-
much as he is the highest creation of God.

To move towards this society of order and equity, we must take such
steps which could bring about the brotherhood of mankind in the world:

1. To develop and effectively disseminate more information and

knowledge concerning Islam not only as a belief but also as a way of life.
Knowledge is the first step toward understanding. '
2. Touse the language of the times in putting over the content of Islam-
ic thnght. Devoted and specialist Muslims should join together in ad-
vancing knowledge about Islam in various sectors, whether economic,
social, administrative, or political . . . We have to make the message of
Islam clear to the world.
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This is a declaration for mankind, a guidance and an admonition unto those who

are careful of their duty (to God).”™

3. To train manpower needed for Islamic organisations of all kinds to
set standards of efficiency and productivity not only from the material
aspect but also morally. Setting examples in an Islamic society is a neces-
sity in a world of disorder and disbelief.

4. To ensure the implementation of science and technology in devel-
opment and whenever possible to work in cooperation with ‘spccialiscd
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organs or institutions. The transfer of technology is not enough for the
Muslim world; co-partnership is urgently needed.

5. To develop, promote and urge the establishment of Islamic coun-
cils, institutions and organisations, whether social, economic or political,
to study, research and exchange experiences on the basis of Islamic prin-
ciples and strategies. The Islamic system is flexible and practical on mat-
ters of implementation except as regards set rules in the Qur’an and
Sunnah.

6. To expand effort by all Islamic states to develop Islamic organisa-
tions working in the fields of investment, trade, finance, social security,
social insurance, the development of the already-started experiment of
interest-free banks. The Islamic institution of Bayt Al-Mal should be es-
tablished and developed to effect social adjustment.

7. To promote Islamic conferences and symposiums not only within
the Islamic and Arab world, but also in other main centres of the world,
with the idea of education and exchange of ideas and experiences. The
publication of results in various languages should help to bridge the gap
of knowledge and information between people.

8. To establish institutions, organisations or councils for the purpose
of research, exchange of ideas and information particularly about recent
developments and application. No doubt the Secretariat of the Islamic
Conference will take necessary actions to develop such links and re-
lationships for the benefit of the Muslim world in particular and the

world at large.

To conclude one can say that the people of the world at large are looking
for peace based on love, respect and brotherhood. Equality based on jus-
tice and order and reinforced by proper leadership could help to shape a
better future for the world. But one should never forget that this world
we live in is the world of the Creator, the Almighty, the Merciful.

On no soul does God place a burden greater than it can bear. It gets
every good that it merits and it suffers every ill that it earns. Our Lord!
Condemn us not if we forget or fall into error. Our Lord! Lay not on us a burden
like that you placed on those before us. Our Lord! Lay not on usa burden greater
than we have strength to bear. Pardon us, absolve us and have mercy on us. You
are our Protector so give us victory over the disbelieving folk
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“Our Lord! Cause not our hearts to stray after You have guided us, and bestow
upon us mercy from Your Presence. You, only You, are the Bestower.” ¥



12 Islam and the
New World Order

Khurshid Ahmad

A c?reful perusal of the current debate on the New International Econ-
omic Order leaves one with two rather conflicting feelings: hope and
disappointment. The fact that some of the major incongruities and injus-
tices tha_t characterise relationships between individuals, institutions and
nations in our times are no longer being accepted passively as a fait ac-
compli, and the need for changing the state of affairs is being voiced from
all quarters and not merely by the aggrieved parties, gives some cause for
hope. Smug complacency over the status quo that has held the ground
for so long has now begun to dissipate. This in itself is a significant devel-
opment, as it opens up new opportunities for review and reappraisal, for
fr.csh thinking and for an examination of alternatives available to man-
kind, in its search for creative possibilities to rebuild and restructure so-
ciety and its institutions. This gives rise to a new hope, even though it be
a tiny flicker. The worry, however, is that this little new-born flicker of
light and hope is trembling in the face of confounding winds. The level
at which the entire debate is taking place is, to put it frankly and bluntly
quite disappointing. ,

It would be fair to suggest that the discussion on the New International
Economic Order in almost all international forums, academic as well as
poiitic.al,lis being undertaken at three levels — descriptive, analytical and
prescriptive.

Themes and Issues in the Debate on NIEQ

At the level of description, the plight of the Third World is being
brogght into focus. There is an increasing acknowledgement of the re-
volting facts of poverty, misery and deprivation, of disease and illiteracy,
of death and starvation, of underdevelopment and retardation of
grqwth, of widening gaps in economic wellbeing and the mounting
weight of international debts, of worsening terms of trade and depletion
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or mismanagement of natural resources, of apathy and misdevelopment.
The failure of the developmental effort made over the last three decades
in the underdeveloped world, which contains two thirds of the human
race, and the deterioration of relations between the developed and the
underdeveloped countries are being highlighted. The leaders of the
Third World are becoming more and more vocal and assertive. The
spokesmen of the industrialised world are increasingly acknowledging
some of these realities, even though still haltingly and with reservations.

There is a greater consciousness of the need for a transfer of resources
from the Third World to the developed world because of a number of
built-in mechanisms in international trade which favour the indus-
trialised world and limit the options open to the Third World. The
prices of raw materials have been a very unstable factor, with the result
that the relative value of the exports of the Third World has been going
down, while that of their imports from the industrialised world has been
increasing. Many an effort to stabilise the prices of raw materials has been
frustrated because they were regarded as against the interests of the in-
dustrialised world. The first significant effort on the part of the Third
World to gain control over the prices of their products has been in the
case of oil. This attempt to get an economic price of an essential source of
energy has been treated by the West as a declaration of war against the
industrialised world, to the utter neglect of the fact that the West had de-
liberately kept the price of oil much lower than its real economic price
and had built its own economic prosperity by keeping this source of
energy cheap.

The technological dependence of the Third World on the indus-
trialised world, and the unsuitability of the technology of the West to
the conditions of the Third World, is another major theme in the debate.
In spite of some transfer of technology, it is claimed that the new tech-
nology is unable to act as an internalised agent of growth. Instead, it is
producing new technological destabilisation, without really meeting the
technological needs of these societies. Moreover, this increases the tech-
nological dependence of the Third World on the West and, as the prices
of capital goods escalate, this technological dependence is also producing
financial dependence.

The hope that foreign aid would act as the chief stimulant to develop-
ment in the Third World countries has been dashed. The Third World
countries are now asking for a new deal. In this new deal, they are
demanding, among others, the following changes:

a. A restructuring of the international institutions, particularly of the
International Monetary Fund, the World Bank and the operative organs
of the UN, particulary the Security Council. The first major demand of
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icsg d_cvcloping countries is the restructuring of the international
institutions so as to have a greater say in economic and political
decision-making at the international level.

b. Anacknowledgement of national sovereignty on their raw materi-
als. This would mean that a country, where a certain raw material or
source of energy is found, should have the right to own it, to price it and
to benefit from it. At present the position is that most of these raw ma-
terials are either in the hands of multi-national corporations, who are not
fully under the control of the national governments, or their extraction,
development and trade are so much under the influence of the developed
countries that these countries are in a position to manipulate their price
or supply. This puts these resources at the mercy of these outside forces.

c. A better division of labour. The present international division of
labour leads to a perpetuation of a secondary role for the producers of
raw materials, the industrialised world specialising in the production
of manufactured foods and tertiary services. This also leads to the type
of economic development the Third World is expected to have, and its
consequences for relative shares of economic power for different parts of
the world.

d. The freedom of movement for goods, particularly for the manufac-
tured products, even for agricultural and dairy produce of the Third
World into West Europe and America is another worry of the under-
developed world. They insist on access to these markets to step up their
economic development and seek the evolution of some permanent
mechanism to seek stability of prices.

e. Better arrangements for the financing of development. Due to the
deterioration of the terms of trade, most of the underdeveloped countries
are facing balance of payments crises. Foreign aid has failed to provide
any real relief. First of all, “foreign aid” is a misnomer because it is not a
grant or subsidy. Almost go% of it constitutes tied loans, extended on
commercial terms, subject to a number of restrictions. The result is that
the net benefit is sometimes more in favour of the giver than the reci-
pient. The volume of aid is also much below the needs of the developing
world. Total foreign aid from the developed world is much below the
targets set for the 1960’s and 1970’s, with the result that the voluntary

transfer of resources from the rich to the poor is not taking place. The
burden of external debts has risen too high, and quite a significant part of
the export earnings of most of the Third World countries is eaten up in
service charges and debt repatriation. The Third World is, therefore,
suggesting some form of compulsory transfer of resources from the rich
to the poor through international institutions, as against bilateral aid.
The Third World is now generally feeling that a stage has come when
instead of negotiating about each one of their specific problems, thc};
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must try to enter into a new deal with the West so as to restructure the
economic relations between them. As such, a number of packages and
strategies have been developed to bring about a new economic order.

At the level of analysis and consequent remedy, there is a wide degree
of divergence of opinion. Even when some of the facts about inter-
national economic disorder are not disputed, there is great controversy
about the factors responsible for them.

Western economists and statesmen emphasise greater inter-
dependence between different parts of the world and the relative obso-
lescence of the idea of national sovereignty and autarchy. They throw
light on the benefits that the Third World has derived from its contacts
with the West, and the continuing help and assistance the West is
extending to them. They suggest that the internal organisation of society
and economy in the Third World countries, leaves much to be desired,
with the result that it obstructs the fruition of efforts towards economic
development. According to this thesis the prosperity of the two is inter-
dependent: the Third World can prosper only if the industrialised world
prospers. Anything that damages the West and its economic prospects is
bound to adversely affect the prospects of the Third World.!

The Third World theorists too have now developed a framework for
the analysis of their relationship with the West. As against the West's
concept of a benevolent world economy, in which the growth and pros-
perity of the West results in spreading wealth to the underdeveloped
world, the general thesis of these writers is that the industrialised West
constitutes the powerful central core of the world economy, while the
entire Third World is its weak periphery, which is dependent upon this
centre which is sucking in resources from the periphery. The result is a
hierarchical and exploitative world order, with built-in arrangements
for the transfer of resources from the underdeveloped world to the de-
veloped world. Development and underdevelopment are not two
autonomous realities, but two aspects of the same process. This state o
affairs has its roots in the imperialist mode of production, established
during the colonial period and continues unabated, although some of the
forms and instruments of control have changed. The multinational cor-
poration now figures very prominently as the midwife of this neo-
imperialism.

These theorists argue that the Third World cannot reasonably hope to
achieve self-sustaining development without breaking itself away from
this system of dependence and bondage.” Marxian analysts try to develop
this thesis in the context of their appreciation of the nature and dynamics
of international capitalism, in the context of imperialism and neo-
imperialism, while others lay greater emphasis on the elements and struc-
tures of dependence without committing themselves too much to the
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nature of the system. The remedy each group offers for the solution of
the_contemporary international economic crisis emanates largely from
their analysis of its causes. The Western economists believe that solutions
to the problems are possible, within the overall framework of the resen;:
order, by improving efficient allocation and use of resources :E.)nd by
some transfer payments within the system. The other group insists that
sl.:ruct.ural changes are an essential precondition for any real changé in the
situation. )

The Real Challenge of our Times
This rather lengthy digression has been made to recapitulate the mood
and the themes of the debate on the new international economic orde
The fafts of the situation are not very much in dispute. The “interde er::.
dence” thesis and the “dependentia” theorem both contain clcmcnfs of
truthf but none of them goes far enough to explain the whole truth. They
remain partial in their explanation of the present crisis. Each exp}a;latio;l
is very much rooted in the overall sympathy-framework, to which the
analyst happens to belong, psychologically, culturally and economi-
cally. Our §ubmission, on the other hand, is that the crisis is not confined
to economic relations and institutions. It is a rather all-pervading crisis
an-dh as su‘ch the real causes will have to be traced in the context of th(;
crisis of civilisation and not merely of the economic order. It is too parti-
san, and consequently too unrealistic to assume that the disease is specific
to the context of capitalism. The basic problems that confront man today
are very similar be it under capitalism or socialism. In fact, both ofthcszz
systems are products of the same culture system, the Weste;n civilisation
Caplt?hsm and socialism both are equally exploitative and unjust Th(;
;stabllshm.cnt of a just and humane order for the moral well being ;)%man
is not the%x primary concern. They deal with different blueprints of
mt?c-hamstlc structures of society. Their real failure has not been thcif in-
ablllty to answer correctly the basic questions but in not asking the right
questions. They do not treat the universe as a moral order. They re Erd
man as‘scif_-sufﬁcient, and regard material and economic progrzss a% his
real ol.::_]ectl.vc. They cannot offer as ultimate goals anything high;:r than
material privileges: economic wealth, political power, military strength
lpterna_tlonal influence. Conflict of interests is built into this {:(‘;nce gl: of:
life. It is bound to result in a crisis of values. A perceptive analyst ofltj:on-
tcm}ziorary history describes the crisis of our times in the ‘following
words:

(1]
The contemporary human crisis is so profound and pervasive that the
vgrﬁJ attempt to analysg it — let alone resolve it — seems to defy the power
of human reason and imagination. The battle for survival is currently
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being waged by millions of men whose precarious existence is one of
poverty, squalor and even hunger. Man's predicament impinges on the
future of entire nations that are threatened by external attack or internal
disintegration. It dominates the vast network of international relations so

delicately poised on the dangerous and ultimately instable ‘balance of
terror’.”

“Traditional conceptions of time, space and movement have been
overthrown by the technological revolution and the shift to an exploi-
tative, power-centred culture. The ensuing social and psychological dis-
continuity and moral vacuum have produced a severe crisis of conscience
and a large-scale flight from reality.”

“The crisis which confronts twentieth century man is truly global, not
simply by virtue of countless men and women, but in the more far-
reaching sense that it permeates and vitiates the whole fabric of human
relations and human institutions, and is not distorting man’s entire re-
lationship with the natural order’ . . . No human community, no indi-
vidual, no corner of the globe, however remote or isolated, however
powerful or well endowed, can now escape from the disorder which
affects the entire planet. . . . Perhaps we can best describe the global
crisis in terms of a fundamental disequilibrium which severely limits and
may ultimately destroy man’s capacity for biological and cultural adap-
tation to his environment.”

“Among the most common forms of pathological behaviour in
odern industrial society, one would include the pre-occupation with
having and acquiring, rather than with being or becoming; the obsession

with the power to dominate rather than liberate; the profound sense of
alienation from rather than participation in the wider social reality; the
attitude towards work and leisure as means of killing time rather than
creatively living in time, the predisposition to an in-group rather than an
out-group psychology which discriminates on the basis of sex, race,
creed or nationality; the tendency to resolve conflicts by the use of threat
or force. . . . What distinguishes the super-industrial system — and the
global spread of its empire —is the high degree with which social patho-
logy has been institutionalised through the pyramidal stratification of
wealth, power and knowledge, but above all through the growing mon-
opoly of industrial production over the satisfaction of human wants. . . .
The institutional integration of pathological behaviour has now reached
such proportions that it is not merely the quality but the very survival of
human life which is at risk. . . . If this is an accurate diagnosis of the
serious and deteriorating condition of our civilisation, then no piece-
meal, provisional, or parochial remedy is likely to prove efficacious. It
would appear thatin order to sustain the organic evolution of the human
species it will be necessary to develop perspectives and responses that are
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both radical and global in inspiration.™”

A New World Order and not just NIEO

This being the real challenge that mankind faces today, it must be stated
by all men of faith, with all the force at their command, that the real issue
is not simply, that of a new international economic order but of a new
wo;ld order, based on a new concept of man and a different vision of
society and of man’s destiny on earth. Any effort at reform under the
inspiration of world faiths in general and of Islam in particular must start
with correcting the perspective for the understanding of the human predica-
ment. The real issue is not to seek some concessions at this end, and
bringing about some changes in the super-structures at that end. The real
need is to re-examine the foundations on which the entire structure of
the society and economy is built and the ideals which the culture aspires
to achieve. The crisis in economic and political relations is the natural
outcome of those ideals and the structures built to realise them. Islam
therefore, suggests that it is only through inviting mankind towards i
new vision of man and society that its house can be set in order. This calls
for a basic change in our approach. This change could be summed up as
follows:

i. The real problem is more basic and covers a vaster area than that of
mere economic crisis. As such the economic crisis deserves to be ex-
am?ned in the wider context of the overall human crisis — of the crisis of
(I:i\rllisation‘ Our objective should be to strive for the establishment of a
just and humane world order and not merely to create a new economic
arrangement. This cannot be done in isolation from the totality of the
human situation.

ii. Economic analysis provides valuable insights but it is idle to assume
that even economic problems can be solved merely by resort to the tools
of economic analysis and policy. Man’s efforts to solve economic prob-
lems by isolating the economic from the total matrix of the moral are
f:ol]apsing in futility. Economic science is moving deeper and deeper
into the throes of a crisis. For if crisis in a science is symbolised by its con-
ti.nucd inability to meet the challenges that confront it, then few would
disagree that economics is in a pretty bad shape. The phoenix-like rise of
macro-economics from the charred debris of the crash of the 1930’s had
generated a new confidence and a new valour among the economists.
Solutions to almost every problem seemed within sight. All looked
green in the valley of economics.

This confidence has proved false and short-lived. Not only have the
old problems remained unsolved, new ones have emerged with threat-
ening overtones. Mass poverty; frustrated take-offs in development,
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increasing disparities at regional, national and international levels; co-
existence of hunger and affluence; irrational use of non-renewable re-
sources; incongruity between technology and developmental needs:
unsuitability of production and consumption processes to environmental
needs; exploitation of the poor by the rich and powerful; inflation and
stagflation; structural deformities in relations between developed and
developing countries; all of these and many more problems are not tack-
led within the framework developed by post-Keynesian economics. This
is being realised even by those cconomists who had earlier thought that
their sophisticated economic models could now deliver the goods.

Noble Laureate, Paul Samuelson of the MIT laments on the disarray
into which the economic theory has fallen. He warns: “there are no signs
that we're converging towards a philosopher’s stone that will cause all
the pieces to fall neatly into place.” Professor Otto Eckstein of Harvard
says, "“We are always one inflation too late in specifying the exact form
of the price-forecasting equation.” Robert Heilbroner goes a step further
when he says, *“Economists are beginning to realise that they have built a
rather elaborate edifice on rather insubstantial narrow foundations.”

The predicament of economics has been searchingly examined in a
new book Economics in the Future: Towards a New Paradigm and the near
consensus® that emerges is that what is needed to salvage “‘the duck of
cconomics”, to use Veblens’ analogy, from the “tangled weed” in which
it is stuck at the bottom of a rubbish-ridden pool, is not just some new in-
terpretation of this or that economic theory or some changes within the
current paradigm of economics, but the need to change the paradigm
itself, and move towards a new paradigm under which economic prob-
lems could be approached not as economic problems in isolation but in
the context of an entire social system and as part of the overall moral
problem”

As such, what is needed is a widening of our approach from merely an
isolated economic one to a moral approach within which the technical
aspects of the economic approach are fully assimilated.

Our approach should be value-oriented. In economics, as in any
branch of human activity, there is an area which deals with technological
relationships. But such technological relationships per se are not the be-
all and end-all of a social discipline. Technological relationships are im-
portant and they should be decided according to their own rules. But
technological decisions are made in the context of value-relations. Our
job is to weld these two areas and to make our values explicit and to
assign to them the role of an effective guide. It is only through a thor-

ough understanding of the social ideals and values of religion and a rea-
listic assessment of man'’s socio-economic situation — resources, problems
and constraints — that faith-oriented communities can develop a creative
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and innovative approach to change. This approach would be ideological
as well as empirical and somewhat pragmatic — pragmatic not in the
sense that ideals and values can be trimmed to suit the exigencies of the
situation, but pragmatic in the sense that ideals and values are to be trans-
lated into reality in a practical and realistic way.

iii. As the real objective which inspires faith-oriented communities is
not a package of economic and political concessions or even some
changes in the superstructure, but the construction of a new world order
— with the frame-work of its own ideals, values and foundations, our ap-
proach to social change has to be unique. The Western approach has
always assumed that radical change can be brought about by changing
the environment. That is why emphasis has always been placed on
change in structures. This approach has failed to produce proper results.
It has ignored the need to bring about change within man and has con-
centrated on change in the outside world. What is needed, however, is a
total change — within man as well as in his social environment. The prob-
lem is not merely structural, although structural arrangements too would
have to be remodelled. But the starting point must be the heart and soul
of man — his perception of reality and of his own place and mission in
life. The Islamic approach to social change takes full cognisance of this. It
consists of the following:

a. Social change is not a result of totally predetermined historical
forces. The existence of a number of obstacles and constraints is a fact of
life and history, but there is no historical determinism. Change has to be
planned and engineered. And this change should be purposive — that is, a
movement towards the ideal.

b. Man is the active agent of change. All other forces have been sub-
ordinated to him in his capacity as God’s vicegerent and deputy (khalifah)
on the earth. Within the framework of the Divine arrangement for this
universe and its laws, it is man himself who is responsible for making or
marring his destiny.

c. Change consists in environmental change, and change within the
heart and soul of man — his attitudes, his motivation, his commitment, his
resolve to mobilise all that is within him and around him for the fulfil-
ment of his objectives.

d. Life is a network of inter-relationships. Change means some dis-
ruption in some relationships somewhere. As such there is a danger of
change becoming an instrument of disequilibrium within man and in so-
ciety. Islamically oriented social change would involve the least friction

and disequilibria, and planned and coordinated movement from one
state of equilibrium to a higher one, or from a state of disequilibrium
towards equilibrium. As such change has to be balanced and gradual and
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evolutionary. Innovation is to be coupled with integration. It is t‘m}-.:
unique Islamic approach which leads to revolutionary changes throug

an evolutionary trajectory.

These three basic changes will revolutionalise our :_approach to Fhe pFob-
lems of the new world order. Now we would like to explain briefly
what Islam is and how it proposes to establish a new order.

Islamic Approach to Life

Islam is a world view and an outlook on lifc.'lt is ba§e§l on the ‘recolig]—
nition of the unity of the Creator and of man’s Smelss?On;‘? Hxslwz :
Everything originates from thc‘One God, and everyone is u t1mﬁtc y rﬁ
sponsible to Him. Thus the unity of the Creator has as its coro ini]y t ::1
oneness of His creation. Distinctions of race, colour, caste, wealt :;.n
power disappear; man’s relation with fellow man as,sum'f:s‘ totai;l equa 1tz
by virtue of the common Creator. I—Ignccforth, man’s mission ecorr‘les
dedication to his Creator — worship and obedience of the Creator
mes his purpose in life. o
beﬁan playspa chcial role in the making of this w‘orld. Hﬁ acts aﬁ (;_(de':
vicegerent (khalifah) — His deputy and representative on the carth. :[ s
morally prepared to play this role. His success lies in playing it p;_rope : g
to enjoin what is right and forbid what is wrong, to fres man rom ,tr_
bondage of fellow men, to demonstrate that a sound apl s;rGan som;c};
can only result if one harmonises one’s will Wllfh the will o ¢ o ,hmiae i
secking the Creator’s pleasure as one’s purpose in life, treat; ft e \f.v 0 &
Creation as one'’s partner, raises the concept of hu_man' welfare from g e
level of mere animal needs to secking what is best in this world and what
i in the Hereafter. ‘ ‘
° I:’T':ﬁ';: rils the Islamic world-view, and its concept pf man and his desnpy.
Islam is not a religion in the Western uné.nt:rstandmg of thF wor;i. It 15(.:l a
faith and a way of life, a religion and a social order, a doctrine and a c«?_ e
of conduct, a set of values and principles and a social movement to realise
em in history. o .
" There is no};ricsthood in Islam, not even an organised Chlér(:hl“ A'll
men and women who are committed to this ideal are expected to live 1r'1
accordance with its principles and to strive to establish them in SE‘;‘:!CI?}
and history. Those who commit themselvef‘, to Tr‘uth try to see thath rut
prevails. They strive to make a new world in the image of the Truth. 1
A new model of human personality, and a new vision of humandc; -
ture, are presented by Islam. Science gnd technology are ‘dc\éelzpch uf
they are not directed towards destroying nature %nd man’s a ?lc t a:‘rv:Q
in; they add to man’s efficiency as much as to life’s sublimity. Islam aims
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at a new harmony between man and nature and between man and so-
ciety. The uniqueness of Islamic culture lies in its values and principles.
When Muslims, after an illustrious historical career, became oblivious of
this fact and became obsessed with the manifestations of their culture, as
against its sources, they could not even fully protect the house they had
built. The strength of Islam lies in its ideals, values and principles. And
their relevance to man is as great today as it has been in history. The mes-
sage is timeless and the principles it embodies are of universal appli-
cation.

Islam’s Role in the Establishment of a New Order

In our search for a new world order today, Islam emphasises that we
must aspire for a new system of life which could approach human prob-
lems from a different perspective, not merely the perspective of limited
national or regional interest, but the perspective of what is right and
what is wrong, and how best man can strive to evolve a just and a
humane world order at different levels of his existence, individual,
national and international. That the present order is characterised by
injustice and exploitation, is proved beyond any shadow of doubt. But
Islam suggests that the present order fails because it is based upon a
wrong concept of man and of his relationship with other human beings,
with society, with nature, with the world. The search for a new order
brings us to the need for a new concept of man and his role. From the
viewpoint of world religions in general, and of Islam in particular, the
focus of the discussion deserves to be shifted to a2 new vision of man and
society, to an effort to bring about change at the level of human con-
sciousness, of values, leading to new cultural transformation

Islam is a movement for social change. It not only gives a clear concept
of society and the modus operandi of bringing about the coveted change in
history but it also gives clear guidelines for socio-economic policy, for
some of the key institutions that guarantee the implementation of that
policy, and generally an organised social effort under a disciplined leader-
ship to see that these objectives are achieved in space and time. Muslims
have this movement-oriented approach to religion. This model operates
at three levels, that of the individual, the society and the world. Unless
the individual has a new faith, a new consciousness and a new perception
of his own role, required changes cannot be brought about. Second is the
level of the society, initially it may be at the national level but then at the
level of the whole world. The Islamic strategy is that it starts with cre-
ating a new consciousness in the individual, who imbibes its values and
strives to work for the establishment of a just life not on the basis of ex-
pediency or to seek personal or group interests, but to do what is right
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and just. The Qur’an shows us how an individual problem has to be ap-

roached at the universal level when it says that if one person is unjustly
killed, this is tantamount to killing the entire human race and whoever
saves one single life saves the whole of mankind.” This is how an indi-
vidual incident is transformed into a world problem, an event moves
into the realm of values.

Secondly, Islam is not a defence of the status quo. Instead, it is a critique
for human life, including the lives of the Muslims and the organisation of
the Muslim society. The present day Muslim society falls much short of
the Islamic standards. As such we believe that the Muslim society has to
be changed, in order to establish those social, economic and political in-
stitutions which would establish justice in human relations. Islam wants
to bring political power under the control of its moral ideals. Such a so-
ciety and state are established as a result of a social movement directed
towards Islamic revival. Then the Muslim world would be in a position
to play its ideological role in the world, on the one hand using its own
resources to build a model society where it has political power, and then
sharing it with others in the interests of justice on the same principle on
which the Prophet helped the famine stricken people of Mecca who
were politically at war against him. The Islamic State was not at war
with human beings as such, but only with the institutions which repre-
sented belligerent political power. This may help lead mankind towards
the model of a new world order where justice can be done to all, friends
and foes, and where wealth would be shared with the needy not because
it is expedient but because this is just. Zakat is a right of the poor. Ac-
cording to the Qur’an, those who do not help the needy or who scorn
the orphan are committing the crime of denying din, the Islamic way
itself. This idea of the sharing of wealth as a right is a revolutionary idea.
It is with these insights that Islam enters this debate and gives to it a new
direction and a new perspective and also clear guidelines for action. In
the light of these guidelines a strategy for change can be formulated. A
new just order is not merely the need of the Muslims, it 1s a need of man,
everywhere, in the West as well as the East.

Islam is a faith and a way of life. It provides a definite outlook on life
and a programme for action, a comprehensive milieu for social recon-
struction. It reshapes the entire personality of man and produces a new
culture and civilisation. It is deeply concerned with his moral and ma-
terial existence, his psychological attitudes as well as his socio-economic
behaviour patterns. All aspects of his individual and collective life are de-
veloped in a harmonious fashion, within the framework of overall
human development known as tazkiyyah" (purification).

Islam influences man at different levels of his existence: belief,
motivation, personal character, individual behaviour, social institutions,
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collective action. That is why it is more correct to say that Islam is a faith,
a way of life, a process of change, and a social movement for the recon-
struction of society and the establishment of a just world order, not justa
religion.

The basic values on which this world order is established are as fol-
lows:

1. Tawhid — God’s Unity and His Sovereignty. This is the foundation
on which Islam’s world view and its scheme of life is based. It lays the
rules of God-man and man-man relationship. Tawhid is not merely a
metaphysical doctrine, man's approach to social reality is an inextricable
part of this belief. Establishment of justice in human relations is a demand
of this faith. Belief in God’s Unity and His Sovereignty means that all
human beings are equal, and that their rights (Hugiiq al ‘Ibad) are a natural
extension of God'’s rights (Hugitq Allah). The Qur’an says:-

“Have you observed him who denies the din
(the faith and religion, the divine law )?

He is the one who spurns the orphan,

Does not urge the feeding of the needy.
Bitter grief to worshippers

Who are neglectful of their prayers;

Who would be seen in prostration

Yet refuse kindnesses and charity. "

2. Khilafah — man’s vicegerency. Islam defines man’s status in the
world as that of God’s vicegerent — His deputy and representative.
Everything that exists is at his disposal for the fulfilment of this role and is
like a trust in his hands. This means that he is not the Master, he 1s God’s
agent and his primary concern should be the fulfilment of the Will of the
Lord. Man is in the position of a trustee in respect of all that is in the uni-
verse, his own personal faculties and all his possessions and belongings.
All authority is to be exercised within the framework of this trust and
man is accountable for whatever he does. This principle stipulates man’s
active participation in life and invites him to treat the entire creation, not
as his foe, but as his partner and friend, made to fulfil the same objectives.
The Islamic concept of man’s equality and brotherhood and the creation
of the ideological fraternity of the Ummah (the community of faith) are
essential elements of this principle of khilafah, man’s trusteeship and
stewardship.

3. Establishment of justice among human beings is one of the basic ob-
jectives for which God raised His prophets and sent down His guid-
ance.” All human beings have rights upon all that God has provided and
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as such God’s bounties are to be shared equitably.* The poor a?d the
needy have a right upon the wealth of the Irich and of the society.! They
must be helped and enabled to participate in the struggle for living with
skill and honour.

4. Political and economic power are not evil. It is a part of the re-
ligious mission of man to harness them for the fulﬁllment of morall ob jec-
tives. Instead of remaining instruments of oppression and exploitation,
they must be made to serve the ends of justice and to promote good and
virtue and to forbid evil and vice. o

5. There are no intermediaries between God and man. God's guid-
ance is available in the form of His Book, the Qur'an and the life-
example of His Prophet, the Summh.‘ Thcy (‘:lea_rl‘y state the idcals,' valges
and principles that man needs to build his individual and.conectwc life
on truth and justice, and there exists in this guidance a .,DUIIE-III‘I mechan-
ism to meet the demands of changing times. Evolution is possible within
the framework. Only the Divine law is eternal, all man-made expedients
are temporary and time-bound. The pursuit of the Divine law is the
greatest guarantee against human arbitrariness and relapse into injustice.

These are the basic principles on which Islam wants to rebuild the world
order. The contribution that Islam wants to make is, first of all, at _the
level of man’s approach to this probl_err_l. Islam adopts an all-embracing
approach, based on a spiritual apprc‘clatlon‘of reality. It approaches man
in the context of his total existence, in relation to his Creator and His en-
tire creation. It admits of no dichotomy between matter and spirit, or be-
tween physical and moral. It welds the religious with the secular and
treats life as one integrated and harmonious whole. It stands for tptal
change as against all contemporary ideologies, apd some religious
systems, which are content with partial change. It purifies the individual
and reconstructs society, making both the individual and society achieve
astill higher ideal: fulfilment of the Divine Will. Its approach s based on
values and not on the demands of expediency, personal or national. Its
outlook is positive and constructive, not negative or destructive. It sc.cks
man’s total welfare — moral, social and economic. It stands for the rfcahsa-
tion of justice in all aspects of human living. It upholds the prn'"mlplc of
universal good and justice and invites all mankind to work for its estab—
lishment. It affirms the integrity of the individual and sanctity of his
human rights, as rights guaranteed by the Creator aqd tries to establish a
social order wherein peace, dignity and justice prevail. o
Islam’s strategy for the establishment of such an orc}cr consists in invit-
ing all human beings to this path, irrespectiv; (?f their colour, race, lan-
guage, nationality or ethnic or historical origin. It does not speak the
language of the interests of the east or the west, of the north or the south,
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of the developed or underdeveloped. It wants the new order to be estab-
lished for all human beings in all parts of the world. Through this univer-
sal approach Islam wants to bring about a new consciousness of the ideals
and principles on which the house of humanity should be rebuilt and in-
vites them to spell out its implications for the reconstruction of human
thought and policy. Islam also launches a social movement, an inter-
national movement manned by all those who accept these ideals and
values to establish the new order. Islam is eager to establish the new
model in any part of the world. The Muslim world, if it reconstructs its
social order on these principles, could be the living example of this order,
but the present reality of the Muslims is far removed from the ideal.
Once this model is established in some part of the world this experiment
can be shared with the rest as sunshine 1s shared by all. The prospects for
the present effort very much depend upon the Islamic movement that is
trying to spearhead this social effort for the establishment of a new world
order.

PART THREE

The Muslim World: Perspectives on its
Economic Resources and Future Role
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The “Muslim World” covers most countries in Africa, the Middle and
Near East and South and South East Asia, as well as many other Islamic
communities in both the developed and the developing world. Econ-
omic surveys on natural, financial and human resources have been pre-
pared by national, regional and international bodies, for most of these
countries. Economic problems, mainly relating to trade and develop-
ment, have been a matter of considerable discussion. Many reports have
been prepared; countless resolutions have been passed; projections and
growth targets have been set and many gatherings and forums have been
convened. Yet despite all this effort, the developing world, comprising
mostly Islamic nations and communities is still suffering from most of the
problems which have hampered their development and which they have
tried to solve for about two decades.

It is beyond the scope of this paper to review what studies have been
made or what statistics have been compiled or what action has been
taken. We have dwelt with these problems for many years and reference
can be made to various available publications in this respect, especially
those issued by the United Nations, its specialised agencies and regional
economic commissions as well as the various studies conducted by
regional banks, and national funds. As suggested, it is imperative, as will
be suggested later, to conduct a systematic surveying of the resources by
specialised teams.

In the light of past experience and attained results, some suggestions
may be made as regards the effective utilisation of the resources of the
Muslim world. Before doing so, I should like to stress three Muslim prin-
ciples which have to be adopted and recognised:

The first is the principle of self-help. It is quite evident that the Muslim
world is far from fully utilising its vast and diversified resources to the
benefit of its own peoples and on a basis of self-reliance.

The second is the principle of joint responsibility, as regards narrowing
the gap between communities and countries high on the resources and
income scale of the Islamic world and those which are lower on this
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scale. It is the duty of the Islamic community as a whole to extend a hand of
help to the less developed or economically depressed countries.

Thc third principle is the obligation to provide the Muslim countries
with economic security, the main features of which are: self-sustained
growth; a decent standard of life for the Muslim peoples: and an ability
to safeguard the Muslim world against any unfavourable trends which
may take place in the international economy.

13 the light of these three principles, the following suggestions may be
made: '

Regional Development Planning

Planning on a regional and sub-regional basis is a very important item in
economic policy. Economic Unions and Common Markets have been
established in different regions. It is noticed, however, that while most of
the Common Markets in the developing world — including the Islamic
world — are still in their infancy, and are facing difficulties in carrying
out their programmes of work and in attaining their targets, the Com-
mon Mafkets in the industrial world in the West — mainly the European
Economic Community — and in the East — the Comecon — have man-
aged to overcome most of the difficulties which have faced them;
patnely, increasing the degree of cooperation and coordination of policy
in Yarious economic fields and widening their base of membership and
activities. Closer cooperation in the fields of trade, investment and fin-
ancing has also been well marked in the last few years between the East
and the West, a tendency which will further strengthen the economic
position of the developed world vis-a-vis the developing countries.

If these trends are taking place among the industrialised countries
there is much more reason for the dcvel(;ping countries to have largcr‘
ccopomic units, so that they too may be able to consolidate their econ-
omies, to have wider markets for their products, to enhance production
to attain higher rates of growth, and to offset the possible harmful cﬁcct;
of the powerful trend of economic integration in the developed world.

It may be stressed, in this respect, that the growth potential will be ex-
tre:pely limited and the tempo of development very slow, especially for
particular countries, unless serious steps of economic integration take
place. Many countries in the Muslim world are either too small to pro-
vide for necessary development prerequisites on a national scale, or their
mar‘kets may be too narrow to permit them to establish development
projects on an economic basis, or they are facing population problems
which further complicate their development endeavours.

With the exception of some local industries which are small or
medium scale by nature, most industries require a scale large enough to

Economic and Financial Resources in the Muslim World 157

support much wider a market than the local market. So, without access
to neighbouring markets, it may be impossible for many countries to
carry out a programme of industrialisation big enough for an appreciable
rate of growth.

Of particular importance is the regional aspect of some types of infra-
structure projects in both the economic and social fields. Transport, com-
munication, irrigation, scientific and technological research and training
are but some examples in this respect.

Coordination of plans should be carried out as soon as possible. To
delay this initial important step may result in designing and implement-
ing plans on the national plane without due regard to the overall cooper-
ation among the Muslim countries. So in order to avoid duplication of
effort, waste of resources, building up projects on non-economic scales,
economic disintegration and rigidity of future economic policy, the de-
velopment plans should be coordinated, with a view to identifying joint
projects, localising industries in different countries or areas, and harmon-
ising national policies.

It may be impractical to form one economic grouping from the very
start, embodying thirty countries or more in the Muslim world. A more
practical approach is to form sub-groupings and sub-regional common
markets. A limited free trade area, however, can start right away be-
tween many countries with an agreed-upon list of tariff reductions or
exemptions as well as a programme for the removal of administrative
.nd financial trade barriers. Year after year this list can be enlarged till
the full free trade area is realised. ,

Sub-regional groupings, in the meantime, can proceed towards more
powerful stages of integration — especially in the field of investment. Itis
envisaged that these sub-groupings can be linked together, according to
a well-designed plan, with tariff arrangements, coordinated investment
policies, joint and infrastructure projects with the intention of having a
common market comprising different sub-groupings sometime in the

future.

Promoting Intra-Trade in the Muslim World

Besides the expected promotion of trade between Muslim countries and
regions, resulting from a system of integration and cooperation as
suggested above, further measures may be taken in this respect:

a. Preferential trade treatment. A member should follow an import
policy and export policy which gives special preference to exports and
imports of other members. In importing a certain item, a member should
give preference first to other members exporting this item, and up to the
production and export capacity of the other members, before resorting
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to third countries. Similarly, in exporting a certain product, a member
should give preference first to other members importing this item, and
up to the import capacity of other members, before exporting to third
countries.

It may be noted, in this respect, that lack of information about export
capacities of various items, as well as about import requirements has re-
sulted in a volume of intra-regional trade which is much less than it
should be. It may be suggested in this respect that an Islamic Chamber of
Commerce should be formed representing different national and regional
chambers in the Islamic world, which will gather ample information on
such matters as trade possibilities, prices, import requirements, and
export capacities.

During its periodical meetings, interested parties can conduct trans-
actions in the light of this information. This arrangement, it is envisaged,
may enhance trade within the Muslim world to a great extent, for it is
noticed that many Islamic countries are importing from outside the
region items which other countries in the region can export. Similarly,
they are exporting to the outside world items which other members can
import from them.

b. Planning production to meet the requirements of the region is all important
not only as regards higher rates of development, but also as regards
enhancing trade relations within the Muslim world. Trade and pro-
duction are mutually a function of each other. Linking demand with
potential production in the area will result in a great spurt in intra-
regional trade. Cereals, meat, textiles and fertilisers are but some
examples in this respect.

c. Payments Arrangements. To remove one of the main obstacles of
trade liberalisation, certain payments arrangements have to take place. If
rescrves of foreign exchange are low, and the conservation of reserves
from trade liberalisation is not large, countries may be very reluctant to
accept their obligations of trade liberalisation, unless adequate resources
are available. The Islamic financial institutions should stand ready to
extend interest-free short-term credit facilities to countries or groupings
which suffer from balance of payments difficulties resulting from trading
with other members. In most cases, the “gains”” accrued from foreign
trade can be calculated with the share of the bank’s realised profit. It is
suggested that an Islamic Reserve Fund should be established in the Islamic De-
velopment Bank to undertake this function, either directly or indirectly
through feeding local groupings and their institutions. Clearing arrange-
ments inter- and intra-regional can also pave the way for an Islamic payments
union.
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Agriculture and Nutrition

Vast areas of the Islamic World have ample resources for abundant agri-
cultural production, if they were managed efficiently. Vast areas of soil
could be made highly productive for crops and livestock with the use of
modern technology, which gives us opportunities not only to produce
more efficiently on land already in use, but also to cultivate wide areas
unsuitable for cropping with older methods. Soil maps could assist in
planning and the extension of agricultural knowledge, increasing the
effectiveness of rain water as well as irrigation water; ground water re-
search, seed selection, and low-cost methods for removing salt from sea-
water lead also to further expansion of arable lands and to increased
agricultural productivity. Indeed, there is a very wide gap between the
agricultural potential of the Islamic World and existing production.

To close this gap is all-important, since the Islamic world is suffering
from a widening gap in food and in nutrition. It is our duty to ensure
food security for the Muslim peoples, especially at a time when they are
faced with unfavourable tendencies in the international food markets.
This food security could only be attained with concerted action and with
a special programme of increased food production, supplemented by a
comprehensive programme of food aid within the Islamic world.

Industrial Development

As we have seen, industrial development in the Islamic world should be
carried out in the context of regional and sub-regional cooperation.
Without parallel plans of investment, plans of trade liberalisation cannot
push the development of the region to an appreciable extent; this has
been the experience of most economic groupings formed in the Islamic
world and in other developing parts of the world.

As in the case of agricultural production, so in the field of industry,
there is a wide gap between existing and potential industrial production. Filling
this gap should be an important item of economic policy, since it in-
creases the rates of growth, creates job opportunities, increases the value
added to the products, improves the balance of payments situation, and
increases the degree of self-sufficiency of the Islamic world. A systematic
scientific way to examine areas of possible opportunities of joint indus-
trial investment and the allocation of industries among countries and
regions, is an important preliminary step. This may be done by making
studies of the feasibility of producing items which are being imported in
significant quantities by the region, and of upgrading products being
exported in unprocessed form. Examples of industries which may be
given priority are textiles, food processing and canning, sugar, cement,
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fertilisers, petro-chemicals, and iron and steel.

It may be also advisable to establish an institute for scientific research to pro-
vide the Islamic countries and regions with modern technology adapted to their re-
sources, needs and circumstances. As a regional project it would serve the
purpose of filling the technological gap existing between the region and the
ac.lvanccd world, and would enable the Muslim world to attain much
higher rates of growth by applying the appropriate methods of science
and technology.

Financing Development

With the exception of the major oil-producing countries in the Middle
East and some other countries in Africa and Asia, most of the Islamic
countries are suffering from large deficits in their balance of payments
and find it difficult to finance their development plans. Their cxpolrt pro-
;eeds and other earnings from foreign exchange are much less than their
import requirements and debt-servicing which has already constituted a
very heavy burden on their resources. Many countries are borrowing
heavily from abroad — in many cases at unfavourable terms — to service
past debts rather than to finance development.

In spite of international efforts to improve this situation, the experi-
ence during the “U.N. Development Decades’ has shown disheartening
trends. It was estimated that with a continuous, uninterrupted annual
rate of growth — in the developing world — of 6% for gross product and
3-5% for gross product per capita (2- 5% being the average annual increase
in population), the economic gap between the developed and the developing
w?rfa', which is about twelve to one, will start to improve by the end of the remur}
—if present trends and if the present tempo of relative development in the
advanced and in the developing world persist. This situation is much
more acute for the less-developed and non-oil countries in the region.
Even a low income target of $400 or $500 by the year 2000 cannot be
attained without an appreciable increase in their present rates of growth.
It is quite evident that the United Nations targets in the field of financing develop-
ment have not been realised. It may be recalled that the U.N. decision
regarding the transfer of 1% of the GNP of the developed to the develop-
ing countries has never been attained, and was cut down later to a 0-7%
target which in turn is far from being realised, in spite of the universal
recognition that this target does not only constitute a minimum but falls
much short of the actual needs of the developing nations. In the last few
years, although regional funds have been created and access to more
credit facilities has been made easier for the developing countries, the
capital transfers have been effected in a scattered manner and much less in
volume than needed.
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To ensure an accelerated high rate of growth for the Islamic countries,
and to guarantee for them the availability of development financing on a
continuous basis so that they may be able to carry out their development
plans without interruption and within a framework of a system of econ-
omic cooperation and integration, it is suggested that an Islamic Develop-
ment Fund be created. It is further suggested that we take the 21% of the Zakat as
a guide in this respect. Whether the Zakat between nations is as manda-
tory by Islam as between persons should be a matter of thorough study,
but taking into consideration that the Zakat is the minimum a Muslim
must give to help others it would be no exaggeration to be guided by this
percentage of 2-5%. If calculated on the GNP of the Islamic countries —
members of the Islamic Bank — it would amount to about 842 billion; if
calculated on the basis of reserves, it would amount to about $1-2 billion.

It is noteworthy that this suggested Islamic Development Fund would be
replenishable year after year; would be mainly — if not wholly — in the
form of grants not loans — soft as they may be; and would be an import-
ant and sizeable addition to other Islamic financial resources, especially
those of the Islamic Development Bank. Because of the nature of the Isla-
mic Fund, some subscriptions might be allowed in local currencies — or
in kind, for example, food or textiles. A part of the Fund should be ear-
marked for aid programmes, especially food aid for “social”’ technical as-
sistance such as fighting illiteracy, health, community development,
Islamic and Arabic language education: for ““economic” technical assist-
ance which may be greatly needed in the various sectors of the economy,
and in the designing and implementing of regional plans.

Besides the technical assistance provided by the Fund, it could provide
financing — on a grant basis or very soft loan, interest-free, basis — for
some infrastructure projects, especially those on the regional scale which
are so vital not only to the national economies of countries concerned but
also to plans of economic cooperation and integration of the Muslim
world. It is noteworthy, in this respect, that the profitability of such pro-
jects — whether on a national or a multi-national scale — is very difficult
to calculate, vital as they are; hence the difficulty of lending funds —
through the normal sources of financing — on a profit sharing basis.
Other self-liquidating profit-gaining projects would be competing with
non-profit infrastructure projects. Thus, the Islamic Development Fund
would fill a gap in the policy of financing: normal resources — mainly the
capital and other resources of the Islamic Development Bank — would
mainly finance the profitable projects where the remuneration on its capi-
tal invested — mainly in equity — could be calculated: the Development
Fund resources could mainly finance, beside technical assistance and Aid
Programmes, the infrastructure projects and other types where the
profitability cannot be easily calculated. The first type of financing
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would be purely economic — the Islamic profit-sharing interest-free
typc;‘the second type would be in the form of assistance — and also the
Islamic way — but mainly in the form of grants, and very soft loans —
interest free and very long-term.

. It is suggested that the Islamic Development Fund would be deposited
in and managed by the Islamic Development Bank so that it might be
able to coordinate and harmonise the investment policy as regards the
various types of available funds. *

The Activities of the Islamic Development Bank

As stipulated in the Articles of Agreement of the Islamic Development
Bank, its purpose is to foster economic development and social progress
9f. mem_bcr countries and Muslim communities individually as well as
jointly in accordance with the principles of the Shari‘ah. To fulfil this
purpose, the Bank's functions cover a wide range: participation in equity
capital of productive projects; financing infrastructure projects, making
loans to private and public sectors for financing not only projects but
programmes of development; promoting and faci]itating’ trade among
member countries; and last but not least extending training facilities and
undertaking studies and research.

Indeed, the establishment of the Bank was an Islamic challenge in a
wc:.rrld of “conventional” banking, and great hopes have been attached
toit. It is our duty to enable the Bank to carry out its purpose and func-
tions and to conduct its operations in a smooth and successtul manner. To
activate this Bank it is suggested: .

a. That an Islamic Institute for Research and Training be established
preferably as an affiliate of the Bank, and as a joint endeavour with other
m_ttrcstcd centres and universities, chiefly among them Al Azhar, and
King Abdulaziz University which has taken the initiative and is‘cur-
rently arranging for important studies on the economics of Islam.

Besides such Islamic studies, which could then be pooled and well-
defined, the Institute could create an Islamic Brains Trust to conduct re-
search on the various aspects of a work-programme for the development
of the .Islarnic world. In the field of agriculture, mining, industry, trade
ﬁna'ncmg, as well as in the fields of planning on the national, sub-,
regional gnd regional scales, highly qualified experts are needed. Due to
the relative scarcity of such experts, it is most advisable to pool their
expert knowledge for this purpose.

This research function of the Bank necessarily creates a “Clearing
Bureau of Information on the Economy of the Muslim World”. Apart
from the utility of the data, the planning and investment process, of
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necessity, brings into existence a system for collecting information
which enables a flow of data to be made a vital and continuing feature; to
be refined and broadened with subsequent use.

Two other important functions of the Institute would be to extend as-
sistance to Islamic countries and communities, if needed; and to carry out
comprehensive programmes for training at different levels.

b. During the transitional period of preparing the development pro-
gramme of work, as will be shown later, there are ample financial re-
sources available to the Bank. Member countries and other Islamic
communities should make use of these resources by presenting feasible
and viable projects, national as well as regional. Requests should not only
be limited to interest-free loans but should include profitable projects
which are open for equity investment. For the countries concerned this
would decrease the investment risks and help them to find the necessary
foreign exchange component. For the Bank it would ensure a certain
margin of profit, a consideration which is important to any financial in-
stitution. The activation of the Bank’s operations in this direction is the
duty of its members and more effort should be directed towards ident-
ifying such projects most of which are already studied and in which the
Bank can participate if equity investment is allowed.

More flexibility will be ensured when other types of resources —
besides the normal ones — are provided. Chief among them are the
above-mentioned Zakat Islamic Development Fund, and other special
funds which may be deposited in and managed by the Bank.

c. Not only large-scale and infrastructure projects, but also the
medium-scale and small-scale ones, can make use of the resources of the
Bank. National Islamic banks, “profit sharing”’ industrial banks and “co-
operative savings banks™ can obtain sizeable resources from the main
Bank. They in turn can “retail” credit or equity investment, each getting
its share of profit, including the main Bank. Furthermore, these co-
operative banks would be an important channel to mobilise local savings
for the process of development.

d. With ample financial resources of different types, and with enough
studies and data, the Bank is to play a dominant role not only in prepar-
ing the plan of the economic development of the Muslim world but also
in its implementation. In their annual meetings the Governors of the
Bank could also take up the follow-up function, which is an important
aspect of good planning. This role of actively participating in the prepar-
ation, implementation and follow-up of the plan, will indeed greatly
increase the activities of the Bank.
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Programme of Work

Itis suggested:

a. thatan expert group —at the highest level — be formed to design the
general framework of a programme of work for enhancing economic
cooperation and development in the Muslim world, taking into account
the guidelines mentioned above.
~ b. Thatspecialised teams of experts take up specific studies and sector-
:a‘l plans, in particular in the fields of regional and sub-regional plan-
ning, surveying resources, agriculture, industry, trade and financing. In
conducting their work, these teams should take the initial step of review-
ing and of stock-taking what has been done in these fields so far by
national and international bodies. .

¢. Thatan overall plan is prepared with specific steps and targets, with
bu1lt-m. flexibility, and with due regard to synchronisation and cm‘nplc-
mentarity in the process of implementation. Priorities should be set up,
taking into account, in particular, the pressing needs and accelerating
rates of growth.

d. The programme of work, as well as the Islamic Development Plan
should be characterised by taking up the economic problems of the
Muslim world as an integrated whole not in a scattered, disconnected
manner.

It is hoped that with bold and concerted action, the fullest use of the re-
sources of the Muslim world will take place as a continuous and pro-
gressive trend, so that we may be able to provide the Muslim peoples
with a happier and better life. With the help and mercy of God, with the
guxdamlsc of the sacred teachings of Islam, with self-reliance and willing
determination, the Muslim world can take a well-merited place in the
world economy.

14 The Goal and Strategy of Economic
Development for the Muslim World

Hisham M Nazer

Introduction

The struggle for freedom in the Muslim countries is not yet complete.
Liberation has been limited merely to ridding lands of foreign elements
albeit in a less than satisfactory fashion. Liberation has not been carried to
its logical conclusions for there is no such thing as half-acceptance of
Islam. The resilience of Islam continues to be a matter of concern to the
most diehard of its critics. Observing the response of Muslims to various
challenges in the past, however, one cannot but be optimistic about the
end results of this new state in the struggle.

It may be only a matter of time before all Muslim countries have a
functioning Islamic system. The rival systems to Islam, the various forms
of capitalism and communism, breed excessive individualism or collec-
tivism which both give rise to tension and conflict in society. The essence
of the failure of these philosophies lies in their inability to deal with life as
a whole — its spiritual as well as its material aspects.

The distinguishing feature of an Islamic system, however, is that it
combines the secular and the spiritual. In the economic sphere it demands
that neither poverty nor prosperity shall be the monopoly of either indi-
viduals or groups. Hence, the level of intervention on behalf of the indi-
vidual or society is not a priori fixed, but varies according to need.

In a smoothly functioning society, there is no need for intervention.
But when dualism prevails and abject poverty and affluence coexist, in-
terference is justified in order to achieve social justice.

The struggle among the various ideologies will determine future de-
velopments in many countries including “Muslim™ ones for some dec-
ades to come. It is our fervent hope that the vitality of ideologies would
not be put to the test in global war. But while the presence of competing
ideologies in Muslim countries is hardly welcome, it does provide an op-
portunity for Muslims to test the vitality of Islam in areas where it has not

been tested before.
In the Muslim world, no matter how antagonistic we might feel
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towards the two systems, we are not spared their impact. Limiting the
scope of the discussion to economics, influences can be seen to come at
two levels:

1. Our intellectual indebtedness to the non-Muslim world at present is
no less than that of the West to the Muslim world in the Middle Ages.
For all Tbn Khaldun’s profound pronouncements (which despite being
four centuries earlier are in a good many ways more advanced than those
of Adam Smith), the tools of economic analysis at our disposal at present
are the creation of professors outside the Muslim tradition. It will be
difficult to rid ourselves of the philosophical perspectives which we have
absorbed from sources antipathetic to Islam.

2. In practical terms our economies are subject to the ebb and flow of
other economies. Although in some areas, such as oil prices, the tide has
been moderated, the great need for the importation of technology and
expertise along with big inflows of consumer goods leaves little scope for
independence from these influences.

This profusion of foreign influences makes the formulation and imple-
mentation of an Islamic framework of analysis difficult but by no means
impossible. For one thing Islam has never envisaged an exclusively
Islamic world. It is cognisant of non-Muslims both within and outside
Muslim states and has provided a body of law to govern relations with
them.

If Islam is going to be brought to bear on our economic life it is an ab-
solute necessity that its position on various issues of modern life be made
explicit. The philosophical basis on which these positions rest must also
be clarified. For example, to know the prohibited acts, on a limited scale,
in the absence of a framework for their exclusion from practice, may re-
sult in a guilty conscience and nothing more. There has to be in addition
some positive reaction. This point has already been heeded in a small but
significant way by the establishment of the Islamic Development Bank,
the significance of which is daily becoming more apparent.

Any analysis of contemporary problems with all their ramifications
has to be done in the light of historical precedents. Thus far purposeful
historical research has been lacking. (The Islamic Council of Europe has
made a start in contributing to this vital research.) Even those problems
which do not seem to have precedents in the past will benefit from this
historical approach. This is not to argue against bold and imaginative but
sincere efforts for their solution.

The same set of problems, however, is not common to all Muslim
countries. Each has its own special problems, and a common set of
solutions or an all-embracing solution is an impossibility by definition. It
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is imperative therefore that while seeking solutions the peculiarity of in-
dividual countries should not be overlooked.

I now wish to turn to a discussion of the country I am most familiar
with as an illustration of a unique experience in development within tlhe
parameters of Islam. I will then return to the overall strategy for Muslim

countries.

The Goal and Strategy of Development in Saudi Arabia

The sources of guidance for development in Saudi Arabia are the time-
honoured principles of Islam. We are only heeding th{e Profound l,cssqn
taught to us by the “most beautiful of stories” ( Surah Yusuf ) in the Qur’an in
trying to plan during prosperity for times when resources will no longer
be in abundance. We will utilise our exhaustible material wealth accord-
ing to the precepts of our inexhaustible spiritual wealth. We are starting
numerous economic projects that, God willing, will combine the Ibt}st
use of our natural resources with meaningful employment opportunities
for our people in the decades to come — we wish to internalise the
machinery of growth and development.

But this is not a simple task. The utilisation of our resources has posr{d
challenges which, in complexity, are unprecedented and unparalleled in
the history of development. We are linked to the rest of the world in
ways in which no other country is linked and as a consequence, we
cannot ignore the rest of the world in our economic decisions, nor can
we be ignored by them in theirs. ‘

The vastness of our oil resources has attracted enough attention; allow
me, however, to share with you something which is very much the focus
of our attention. In 1975 our per capita non-oil GDP — which is a more
realistic measure of our welfare — was about $860. Our combined oil and
non-oil per capita GDP stood at $6,100. To the outside world which
looks at our combined per capita GDP of $6,100, we are very rich, per-
haps as rich as the United States, but taking a realistic looi.c at our stan-
dard of living we realise that despite our considerable achievements, as
reflected in the 16% annual growth rate of our GDP, we still have a long
way to go.

In our attempt to internalise the machinery of growth and dcvclgp—
ment, we are intent upon decreasing the weight of oil in our growing
GDP and increasing the weight in other sectors. The essence Qf our
Second Five-Year Development Plan is its focus on human and social de-
velopment, and the alleviation of our infrastructural inadequacies; hence
23% of the development expenditure of the Plan was allocated to human
and social development and 40% for infrastructural development, 13%
for water and agriculture and 14% for manufacturing and minerals. We
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judged that this pattern of allocation was necessary for making Saudi
Arabia self-reliant in the long run. )

Although the implementation of our First Development Plan was a
success, in drafting the Second Development Plan we realised that we
had to provide for the rapid drift to sedentarisation and urbanisation that
our people were embarking upon. Some of our remote cities and villages
had still to be connected by roads; a vast number of houses were to be
constructed; electricity, telecommunications, telephone, and water and
sewage systems, ports, airports, schools, hospitals, were to be built. In
short, all the basic elements termed as infrastructure, that are essential for
development, had to be constructed from an almost zero base. All these
tasks had to be accomplished within the shortest time possible.

In other words our development objective was to create the con-
ditions, economic and otherwise, that would allow the largest segments
of our population equal access to opportunities for self-realisation.
Therefore, we launched on massive educational and human resource de-
velopment programmes. About 12% of our annual budget is allocated to
education alone; in 1976 the total number of students enrolled in edu-
cational institutions was over one million, constituting 13% of the total
population in that year, and overall the number of students has risen by
75% between 1970 and 1976. )

We also did not want to neglect the collection and processing of the
natural gas which flared at a rate of about 4 billion cubic feet per day.

Accomplishing all these tasks requires vast sums of money. To give
you an indication of the cost of our development let me cite one or two
examples. Water, which in many other countries is almost a free gift, we
have to desalinate at costs of about $ 1. per cubic meter, or we have to
obtain it from great depths from our depletable fossil resources at about
half that cost. These are very high costs for a resource which is essential to
life. Our agricultural, industrial, urban and rural developments are all
consequently made expensive by the high costs of this one essential
ingredicnt.

The costs of our projects in such sectors as housing, municipal devel-
opment, roads, hospitals, telephone and telecommunications are very
high indeed. Our housing programme alone consists of comtructin;;
more than 338,000 housing units during the Second Development Plan,
part being constructed by the Government, and the rest by the private
sector to which the Government gives interest-free loans of about
$85,000 per dwelling. These examples, which constitute only a partial
list of our projects, should be a source of relief to those who take a quick
look at our present liquid assets and are astonished by their size. They fail
to see the requisite level of our needs in an appropriate time-frame. Our
potential level of expenditure is very great indeed, and one should avoid
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the mistake of judging the size of our annual revenue from the level of
our expenditure at the present time. The trend in our potential level of
expenditure can be seen by noticing that our imports, which were 18% of
our GDP in 1975, have been growing at a compound rate of 60% during
the past four years, far surpassing our growth in GDP of 16%.

Relations with the Industrialised Countries

This high level of imports and its further growth also indicates the extent
to which our economy is linked to the rest of the world, particularly the
industrialised countries. This is the most complex area of our relationship
with the outside world upon which I wish to claborate a little further.
The composition of our natural resources ties our economy with the in-
dustrial world, the industrialised world needing our oil resources in far
greater amount than our present development expenditures require us to
produce. The obvious question is why do we not curtail our level of oil
production? We do not do that to avoid the dangerous consequences that
it would have on the world economy. The repercussions of our actions
do concern us, we do not ignore others when we make our decisions. At
the same time, we do not intend to allow our resources to be eaten up by
the voracious appetites of the industrialised countries. This is why in
OPEC the price of oil is mainly linked to other sources of energy in a
continually adjustable system. This way we are able to strike a balance
between the needs of the industrialised countries and our needs to stretch
the life of our resources.

Another potential link to be established with the industrialised world
in the not-too-distant future will be in the petrochemical products field
which Saudi Arabia will be exporting. These petrochemical products
will be the result of the world’s biggest gas collection, liquification and
processing industries at present under construction in Saudi Arabia.
However, given the size of our own market or the markets near to us,
some of which will also be producers of similar products, our only viable
markets for export of these products are, again, the industrialised coun-
tries.

Hence, by the sheer composition of our resources our economy is tied
with those of the industrialised countries.

Although we see our relationship with the industrialised world as one
of trade and exchange, the industrialised world does not look at it with
the same vision and open-mindedness. OPEC, which has done a great
deal for world conservation of energy and brought some justice to the
price structure of oil, is looked at by the industrialised countries as a
threat to their economic survival. They have tried to contrive every
means for its destruction and some of their economists have been busy
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forecasting its collapse. However, due to the maturity and vision of its
members, OPEC has survived and is functioning with greater vitality, as
if benefiting from a strong dose of IEA (International Energy Agency)
vitamins. World inflation, and recession, the true causes of which lie in
reckless policies pursued by most of the OECD member countries
during the decade of the 60’s, are all blamed on the OPEC pricing poli-
cies of the 70’s. In the arguments that justify such claims, we see the
depths of subjectivity to which economic science can descend.

But let me assure the industrialised world that we are intent upon a
policy of “malice toward none and charity for all”, based on fair trade
which is sanctioned by our belief and practised throughout our history.
In the utilisation of our material wealth we will be guided by our moral
wealth (the source of which is inexhaustible) which defines the ultimate
limits of fairness and benevolence.

Relations with the Muslim Countries

With the Muslim world our relationship is one of brotherhood which, in
keeping with the best Islamic tradition that binds secular and religious
lives in an inseparable mould, we are re-vitalising through economic
ties.

Our foreign grants and aid, the majority of which went to Islamic
countries, have consistently risen from about 3% of GDP in 1972 to about
14% of GDP in 1977. This is a very high ratio of aid to GDP. It far
exceeds the target of .7% of GNP set by OECD for development assist-
ance. Between 1972 and 1975 our foreign economic aid amounted to
$11.7 billion, 28% of which were outright grants, 34% in loans and the
remaining 38% in terms of commitments to Regional and International
Institutions. In 1976 we committed ourselves to a total of $5 billion in
loans.

Some of the best examples of our aid are those that have forged a com-
plementary relationship between our economy and those of other
Muslim countries. For example, a portion of our aid to Pakistan has been
for training of skilled Pakistani workers, which would help towards
their ready absorption into our industries. Our aid to the Sudan for agri-
cultural development will enable us to import food and conserve water.
We would like to see such complementary relations between the econ-
omies of Muslim countries grow, and hope that this feeling is shared by
our brother Muslim countries.

The unity and stability among the Muslim countries that have been
witnessed in recent years are very hopeful signs. In them we see not only
the seeds of development and prosperity, but also the key to solving the
Palestine problem, where a just solution is a desire shared by all Muslims.
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A Development Strategy for Muslim Countries

In defining a strategy for development let us not lose sight of the strategy
that is sanctioned by every saint and sage and recently even by the Ameri-
can Economic Review, and which is also a central theme of our own belief:
“The willingness and ability of people to work hard and effectively ona
national scale for goals that inspire them are perhaps the most important
factors in explaining a country’s economic development. .

The Qur'an tells us that change is not brought about from without but
takes place from within:
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“Indeed God does not change the condition of a people until they change that
which is in themselves.” (Al-Qur’an XIIL:11)

The economic development of a country is the consequence of the devel-
opment of its people. The roots of underdevelopment are many. They
cannot be uncovered by an economic inquiry alone. Perhaps a socio-
economic inquiry will give better results and a multi-disciplinary ap-
proach would be better still, but let us confine ourselves to some socio-
economic reasoning. In this context I am reminded of Ibn Khaldun's
profound statement: “Man is the child of customs, not the chl.ld of his
ancestors.” Many layers of customs and habits are barring Muslims from
functioning in line with Islamic work-ethics. The best definition of Islam-

: : o
ic work-ethics can be found in a quotation from the Qur’an:
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“Say: Work and Allah will see your work, as will his Messenger and the
believers.” (Al-Qur’an IX: 105)

and in some of the Hadiths:

“Muhammad has said: Whatever food any one of you eats, let it be nothing but
the fruit of his hands.”
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“Verily Allah loves the servant who practises a trade.”

“He who in the evening is weary from manual labour shall receive pardon for his
. g y e 1y P -
previous sins [ that very same evening |.

All these and numerous other quotations from the Qur'an and the
Sunnah indicate that Islam makes work a form of worship, and indeed it
rates it above all formal worship.

But why are Muslims less committed to work than their religion
would want them to be? This is a question that does not have a simple an-
swer, but in my opinion, part of the answer comes from the fact that in
many countries Muslims are alienated from their religion. Their
motivation to work is stifled by the alien environment and milieu that
surround them. Alien ideologies imposed upon them do not elicit
response from them. They do not see their worldly life as contributing to
their self-realisation, nor as preparing them for their ultimate destiny. As
a result, some neglect the world and adopt a parasitic style of living, and
some embrace the present material world in total disregard of the one to
come. Thus their reaction to the environment is alienation or social
schizophrenia.

If this diagnosis of the state of affairs in various Muslim states is close to
being a correct one, then its implications for discerning a development
strategy is obvious: each Muslim country should give the highest pri-
ority to finding ways to increase the “‘committed participation” of their
population in the development process.

From studying the strategies pursued by a majority of countries one
can conclude, however, that not only is a “committed participation” not
sought after, but a total disregard for people is apparent. A good illus-
tration is in the strategy, which was very much in vogue during the 60’s
and has now fallen from fashion. It was the blind emphasis on indus-
trialisation, which, by the sheer force of resource constraints, resulted in
the negligence of agriculture. The industrialisation objective was not
achieved and other failures also ensued. One measure of losses suffered as
a result of the adoption of this strategy was an increasing dependence by
many Muslim countries on foreign food supplies whereas, with some
effort, some could have achieved self-sufficiency in agriculture. This
strategy of course has its roots in alien ideologies, otherwise why would
a strategy be adopted that paid only lip service to the livelihood of the
vast majority of the population?

This, in summary, is a broad outline of a strategy for development, the
one we have found best and adopted, and following the dictates of our
faith, we wish our brethren would also adopt. We do realise, however,
that the level of resource endowments, population size, etc. will intro-
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duce modifications in the actual development methods, and would bring
about some variations from country to country. But so long as _t'ﬂc
human bcing remains the centre OfCOHCCfn. aﬂd hlS Innermost ycarmngs
are considered, the strategy can be regarded as Islamic.



15 Oil Resources — Present Status and
Future Prospects

Ahmad Ezzedin Hilal

Oil remains the main source of energy in most countries of the world
and oil will continue to assume that fundamental role for many years to
come. The share of petroleum (namely crude oil and natural gas) in local
energy consumption was about §3% in 1965; it jumped to about 62% in
1975.

Despite the fact that the world has begun to realise recently the real
value of that rare and depleting wealth, particularly following the recti-
ﬂcatmr} of the oil prices in 1973 and 1974, and despite the fact that all
countries of the world have begun to pursue the trend of oil conservation
and preservation with a view to extending its lifetime until the world is
aﬂ"or.ded new energy resources, all forecasts indicate that the world will
continue to rely on petroleum as a fundamental source of energy till the
end of our century. Estimates of world energy needs show that the share
of petroleum (of oil and gas) in 1985 will reach about 62% of the overall
world energy consumption; this percentage will be about §8% in the
year 2000. This implies that world crude oil production should jump
frorg about 57 million barrels a day in 1976 to about 85 million barrels a
day in 1985, in order to reach the figure of 126 barrels a day in the year
2000. At the same time, natural gas production should rise from about 22
million barrels a day — oil equivalent — in 1975 to about 34 million in
1985 and to about 49 million in the year 2000.

The question that poses itself today is, ““ What is the status of the Islamic
group ofqations on the oil map at present and in the future?”.

According to estimates announced at the end of 1976, the land of Islam
h‘fls been blessed with some 63% of the proven world reserves of crude
ozl;_the reserves of the Islamic countries are about 378 billion barrels
against the overall world reserves of 600 billion barrels. In addition
crude oil production in the Islamic group of nations in 1976 rcacheci
about 27 million barrels a day, namely 48% of the total world production
of 57 million barrels a day in the same year.

In other words, the Islamic nations now control about two-thirds of
the world’s oil reserves and about half of the world’s production of that

Qil Resources 175

rare and vital substance, the backbone of civilisation in the industrialised
world of our day and age.

This promising image however is tarnished by the gloomy spectre of
economic underdevelopment from which the Islamic nations suffer. This
is simply borne out by the low level of absorption of energy resources by
their economies. The total consumption of energy resources in general
by the group of Islamic countries did not exceed 188 million tons — coal
equivalent — in 1974; this means that the annual per capita share of con-
sumption in this group did not exceed 392 kgs. coal equivalent. This is
almost equal to the average per capita consumption in the group of deve-
loping nations, which is 394 kgs. a year. We can realise how extremely
low this level of consumption is when we compare it to the average per
capita share in the developed countries, which is 6349 kgs. coal equiva-
lent, although this share varies between 4000 kgs. in West Europe and
Japan and more than 11000 in the U.S.A.

Such is the position today. The question now is: What are the future
prospects of energy in general and petroleum in particular? I believe 1
hardly need stress that the world energy picture at present remains most
uncertain and unclear.

The world has suddenly awakened to the fact that it is squandering
that depleting and priceless product, oil; that it is imperative to hasten
the search for new non-depleting sources of energy, and that large funds
as well as time and effort must be deployed in this search. It is now clear,
however, that many programmes announced by major industrial coun-
tries in this regard have suffered serious setbacks.

Despite the fact that most world energy policies currently adopted and
implemented are still in their preparatory stage, one thing has become
clear in the past few years, and has become a principle about which all
countries agree without exception; namely, that energy preservation
and conservation is the dominant factor in new energy policies and is
probably the only factor on which we can rely in the foreseeable future
to achieve some form of balance between world energy needs and tra-
ditional energy resources output.

As the old saying goes, “Every barrel of oil saved in consumption is in
fact an added barrel of oil to production.”

As is well-known, the OECD (Organisation of Economic Co-
operation and Development), which groups 24 industrial countries, in-
cluding the major industrial states, has established the World Energy
Agency in 1974, and has among other things entrusted it with laying
down the programmes and measures to curb energy consumption in
general and petroleum in particular. Within its competence, every
member-country of the Agency is committed to take drastic steps for the
implementation of these programmes. Irrespective of any other missions
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underta‘ken by that world agency, which may conflict with the interests
ofthc.oll-producing countries, there is no doubt that in the field ofcon;
servation, the objectives of the Agency are regarded as desirable and
sharcc? by all countries in the world. What calls for optimism in this
domam: is the fact that OAPEC — the Organisation of Arab Petroleum
Exporting Countries — has, for sometime now, been studying the pro-
spect of establishing an Arab Energy Institute or Centre to study, inter
alia, the ideal use of petroleum, and ways of its conservation. ’

The programmes and measures of energy conservation recently
adqptcd by the energy-consuming countries reveal that the pricin
policy 'plays the leading role in those programmes and measures. Aﬁ
countries agree to the importance of pricing energy resources at world
mark;t st_andards, and that pricing below those standards leads to exag-
geration in consumption and conflicts with the desired conservation ob-
jectives.

At the same time, taxes levied on some fuel products are used as a
means of realising a revenue to be spent on projects connected with the
consumption of that fuel. An example would be the taxes levied on ben-
zine where the proceeds are channelled to road-building and other pro-
jects made necessary by the expansion in the use of cars. For instance, in
Italy, taxes levied on benzine reach about 65% of the price of sale to 'the
consumer.

'I];he conservation programmes include a number of other measures
such as:

1. The establishment of special organs entrusted with the mission of
supervising the drawing-up and implementation of conservation pro-
grammes in conjunction with the different energy consuming sectors.

2. Devising incentives to encourage consumers to save energy, such as
granting facilities on loans earmarked for new buildings or for alter-
ations to old ones, with a view to reducing the energy used for heatin
cooling, etc. o

3. Laying down special educational programmes to be taught at
schgol, so that all may become energy conservation-conscious. This is in
addition to the education and training programmes earmarked for
specialists, such as engineers and the like.

4. Drawing up programmes for the enhancement of productivity in
the use of energy in both the sectors of industrial production and electri-
cal generation. Such trends should be encouraged by different incentives
such as tax exemptions and facilities in loans needed for the purpose. This
includes encouraging factories to make use of the heat energy wasted in
thc‘gcncration of electricity. It also includes improvement of the econ-
omic efficiency of central power stations by granting special rates to
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peak load consumers for instance and other load management tech-
niques.

5. Contribution by the State to research and development pro-
grammes aimed at conservation.

6. Enforcing special measures to save on energy in Government build-
ings and organisations.

7. Taking a special interest in measures aimed at saving on car fuel by
enforcing speed limits, promoting the purchase of low-consumption
vehicles and encouraging the sharing of transportation, etc.

8. Devoting attention to the laying down of special standards for
equipment operating on energy, and promoting production of equip-
ment conforming to those standards.

Finally, I wish to lay stress on the fact that the position of the developing
countries in general and the Islamic world in particular should, in the
future, differ from that of the industrialised countries with regard to
energy consumption. As a result of the cheap energy resources we have
afforded them, the industrialised countries have been able to reach their
present high standard of progress and prosperity. Now, it is incumbent
on those countries to accept their obligations towards the developing
states and assist them in the drive to development by bridging the gap be-
tween them in the field of production and consumption. We find that
future energy consumption estimates show a clear disparity between the
developed industrialised countries on the one hand, and the developing
states in general and the Islamic in particular on the other. If we should
rake the estimates of oil demand as an example, we would find that the
OECD countries put as one of their targets the reduction of the annual
growth on oil demand from some 74% annually prior to 1973, to some 4%
annually now and until the year 1985. In the meantime, future estimates
indicate that the rate of growth on demand outside the OECD will
remain as it was prior to 1974; moreover 1t 15 even cxpectcd to exceed
that rate to meet the pre-requisites of rapid economic development in the
years to come.

[ am indeed happy to say that the Egyptian delegation, which in the
past 18 months has contributed to the activities of the International Econ-
omic Co-operation Conference known as the North-South Dialogue in
Paris, has pooled its efforts together with those of other Islamic and deve-
loping countries attending this conference so that the resolutions adopted
should provide enough guarantees to afford future energy needs of deve-
loping countries on the basis of priority and preferential claim over the
developed countries.

So much for a general briefing on oil prospects in the world, with
special reference to the Islamic countries. It may be of interest to speak of
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the dedication and indefatigable efforts of an Islamic country which,
only a year ago, was an oil importer, and today is a net exporter: [this
happcns to be my country] Egypt. The battle was not easy, but the re-
ward was heart-warming. In a short period of some three years, Egypt
signed 36 production-sharing oil agreements, with thirty companies of
13 nationalities — a record by all standards. Concessions cover 522 thou-
sand square kms. where the most sophisticated equipment and advanced
technology are bcing harnessed to unearth the black gold, which is to
contribute to Egypt'’s prospcrlty today and tomorrow. The develop-
ment of oil production in Egypt has transformed the balance ofpavments
in the petroleum sector. The deficit of some 230 million dollars in 1974
was reduced to 65 million in 1975 only to be totally met and exceeded in
1976, which was marked by a surplus of 300 million dollars. In 1977, the
surplus will increase to 525 million dollars, and will continue to rise to
reach the figure of at least 12000 million dollars in 1980.

Egypt’s oil production today is 440 thousand barrels a day — a figure
we are committed to boost to one million barrels a day in 1980.

The Islamic world should join hands and operate in full solidarity, to
harness its energy resources for progress and development, for world
peace and for the welfare of Man.
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TABLE I

Petrolewm reserves and production in the Islamic Region and in the most important areas of
the Wurld (1976, thousand blrrcls)

Perrufeum Reserves Production per Day

ISLAMIC COUNTRIES

The Arab Countries 300,000 19,274

Iran 63,000 5,883

Gabon 2,100 214

Indonesia 10,500 1,505

Turkey 500 69

Malaysia and Brunei 1,600 377,700 361 27,306
OTHER COUNTRIES

The Soviet Union and China 98,100 12,152

MNorth America 31,300 10,265
W:ri:::luzlljwhir:p(:f the World 92,000 222,300 7,664 30,081
TOTAL 600,000 57,387
ISLAMIC COUNTRIES PERCENTAGE 63% 48%

TABLE II
Energy consumption in general and oil in particular in the Islamic group of nations, a:mpar]ea‘
to consumption in the most important pam of the Wurt’d (x )74, million tons coal equwa ent)

Energy Oi!
African Islamic States 346 277
Middle East Islamic States 1089 628
Asian Islamic States 44°6  1B8-1 23-8 114-3

Average per capita yearly consumption (kilogramme coal equivalent)

The Islamic Group 302
The World 2,059
The Developed countries 6,349
The Developing countries 304
The Socialist countries 2,004
The USA 11,485
West Europe 4,243

Japan 3,839
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TABLE III

Development of World energy consumption in the past decade (million barrels of oil a day with percentages)
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TABLE IV

Development of vil consumption in the most important regions of the World and the oil share

of the total energy in every region (million barrels a day with percentages)

1965 1972 1975
WESTERN INDUSTRIALISED COUNTRIES
The USA 11-0  4I°1 15°5 44°0 153 440
West Europe 78 46-1 140 501 13'3  §6:3
Japan 1-8  57-8 47 728 48 6y-§
Canada -1 431 -6 42°5 -7 416
2107 43°9 358 5107 351 505
SOCIALIST COUNTRIES
The Soviet Union 3-6 27'8 59 340 74 359
China 02 43 o6 89 1 144
Other socialist countries and
East Europe o6 115 1-3 192 1-7 210
44 19°3 78 254 10-2 280
THE REST OF THE WORLD 45 460 78 524 88 510
THE WORLD 30-6 37:3% 514 447% 541 43°9%
TABLE V

Development of natural gas consumption in the most important regions of the World and the
share of natural gas of the total consumed energy in every region (million barrels a day with

percentages)

WESTERN INDUSTRIALISED COUNTRIES

The USA
West Europe
Japan

Canada

SOCIALIST COUNTRIES

The Soviet Union

China

Other socialist countries and
East Europe

THE REST OF THE WORLD
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12°0
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15:8%

1972
7 333
2'3 96
o1 11
o8 200
149 215
38 216
o1 1’1
o7 101
46 148
14 a2

2000 18-1%

1975
1oy 297
31 130
o2 23
og 226
145 208
47 226
o1 12
1o 123
58 158
20 11§
22-3 18-0%
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16 Oil and the Muslim World
A R K Mackintosh

The Minister has highlighted the world’s continuing reliance on oil and
gas as the major source of energy for the rest of this century. Oil and gas
nevertheless constitute a relatively small proportion of total known non-
renewable energy supplies. A recent estimate by the United Kingdom
Department of Energy shows that oil and gas accounted for 6% of total
reserves with coal and uranium accounting for the balance. Further-
more, at current rates of demand growth, total oil and gas supplies
would be largely exhausted in the next century.

Recoverable reserves including probable and undiscovered (million barrels oil equivalent with
percentages)

Reserves Growth Rates

) % 2% 4%
?ll 1,700 35 82 49 37
PEES 1,250 26 155 2 I
Coal and Lignite 7 :
(sof_{{, recovery) 23,650 49°2 1,805 155 110
Uranium at $30 ton 21,500 447 na na na

(in fast reactors)
48,100 100%

This rapid depletion of our hydrocarbon resources can only be viewed
with alarm. Unlike nuclear power, to a lesser extent coal, and all renew-
able sources (solar, wind, wave power), hydrocarbons can be used for
other more valuable purposes, such as chemicals. Yet in the short term
due to the long lead times involved, only oil can physically meet the bulk,
of our energy requirements. -

This raises two major questions. What actions are required to ensure
that there can be a smooth transition from oil to other energy forms?
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Given the strong oil and gas position of the Muslim world such as the
Minister has already outlined, what attitude should it adopt in
contributing to the world’s energy needs?

The first question is casy to answer in theory. Clearly, witha heavy re-
liance on oil production where the long term resources base is narrow, it
would make sense to invest heavily in alternative energy forms. This can
be coupled with a much more stringent approach to energy conservation
than historically has been the case.

In practice, of course, it is not so simple. First, despite the sharp rise in
oil prices in 1973, alternative energy forms have remained relatively
more expensive, or have major environmental drawbacks. Coal, par-
ticularly open-cast, can clearly be developed more cheaply and in larger
quantities in some parts of the world, particularly the USA, but in many
cases there are major environmental problems. Nuclear power can be
obtained at a similar price to oil but there are again increasing environ-
mental drawbacks. More esoteric energy forms come at higher prices: oil
from coal at 817—23 per barrel, and oil from shale and tar sands $12—25.
Solar energy on a large scale could cost in the range $15—25 per barrel of
oil equivalent.

While conservation is vital, it appears unlikely that the scope 1s as great
as one would expect. It takes ten years to change a nation’s stock of cars;
thirty, its industrial plant, and a century, its houses. It 1s, therefore, not
surprising that a recent survey in the USA concluded that even assuming
a far more rigid programme than that contained in President Carter’s
recent energy message, only 9% could be cut from consumption by 1985.

A further ingredient preventing faster progress towards a new energy
mix lies in the developed world’s political complexion. Democratic
politicians like to be re-elected — this tends to lead to shorter time-
horizons when instituting policies. A major diversion of resources into
developing high cost alternative energy sources is, therefore, difficult to
achieve rapidly outside an authoritarian system. The implication is that
public opinion must be educated and this major exercise is still at an early
stage in the USA, where Carter’s current energy policy can be viewed
more as a public relations exercise rather than one leading to any dra-
matic early shifts in the country’s energy mix.

The world’s leading consumers of energy are, therefore, taking falter-
ing steps towards the development of new resources, and the con-
servation of supplies. The time horizons remain long, however, and 1t
can be argued that more urgent programmes are required.

Against this background, the position of the Muslim world is clearly
vital. It sees the danger of being asked to deplete rapidly one of its only
natural resources. However, it is not in a position to fully absorb the
huge revenues accruing, without generating high internal inflation
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levels or alternatively, perhaps unwillingly, investing elsewhere mainly
through the international banking system.

Clearly in an ideal world, with oil’s many non-energy uses, oil should
be produced by a developing country at a level sufficient only to enable
it to build up its internal infrastructure at a controllable rate. In this way
it will still have sufficient oil to take advantage of its value as a relatively
rare substance when it is used almost entirely for non-energy uses.

This can only be achieved for certain countries either by cutting prices
or restricting production. The first of these options would clearly make
little sense as this would only serve to increase demand for a scarce re-
source. It is, therefore, in the field of production restrictions that most
discussion has centred. This can, of course, be achieved either by placing
a limit on production or, alternatively, increasing prices in real terms,
thus prompting faster development of other energy forms. The first of
these methods could have grave economic repercussions, unless an-
nounced well in advance in order to enable consumers to develop other
sources of supply. A sudden restriction in supplies would adversely
impinge on general economic growth rates which are already running at
very low levels. Gradually increasing prices, in real terms, would clearly
have some effect over an extended period but, in the meantime, the in-
creased monetary flows could lead to other, not necessarily insurmount-
able, problems.

A further area of possible policy development could lie in reaching a
better international understanding on the handling of surplus oil rev-
enues. There is a general wish to see much of this money move in one
form or another into developing countries. The problem is that the tech-
nical resources of the developed countries, and the financial capability of
some of the oil-rich countries need certain guarantees for joint ventures
in some developing areas where political stability is questionable.
There is perhaps scope for some form of international guarantees
whereby the political risks of an investment were largely removed,
leaving the technical and financial risks still very much the concern of
the investor and contractor.

In conclusion then, the role of the Muslim world in energy policy
will be crucial over the next twenty-five years. The need for the world
to reduce its heavy reliance on oil and gas for energy use is indisput-
able. The Muslim world is in a key position to ensure this is achieved in
an orderly manner without adversely affecting its own interests. In this
context, production restrictions should preferably be planned on a
long-term basis with adequate notice to avoid economic disruption.
There is clearly room for some further real increase in oil prices over
time but, again, rapid changes could prove counter-productive.
Finally, new international initiatives to reduce the political risks of
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investing in developing countrics could provide a much greater stimu-
Jus for surplus funds to be recycled directly into such areas.



17 The Oil Challenge
Ali Ahmed Attiga

The mlain theme which connects all the important topics in Mr Hilal’s
paper is the conservation of hydrocarbons combined with the intcnsi;
fication of regional and international cooperation aimed at incrcasiﬁg
the world supply of energy and accelerating the economic develo ment
of the less-developed countries. As I am in full agreement with hi}: en-
eral th.cme, I'shall refrain from discussing its basic assumptions or cfn%)iri—
Fal evidence in any detail. Instead, I will concentrate on .the main
implications of these topics for the oil-exporting countries.

The Importance of Oil and Gas

The dqminant place of oil and gas in world energy supplies is well illus-
trated in Mr Hilal's paper, but it is relevant to recall that this situatic-rn
was largely brought about by a rapid and deliberate process of transition
from coal to oil in the industrially advanced countries. With th;: dis-
covery and development of rich oilfields in the Middle East durin tHc
forties and fifties, the international oil industry (induced by the str;ic y
of the United States to accelerate the economic reconstruction o.f‘Wc;gt)-
ern Europe and Japan) adopted a policy of cheap oil based on the ap li-
cation (_)f the classical concepts of cost and physical capacitypnf
productlon. Although these economic and engineering concepts are still
applicable in the pricing of renewable resources, it is now glcmfrailv
agrccd, even among economists, that they do not apply to scarce and
highly dc‘pletabfe resources such as oil. )

The price for the cheap oil policy pursued by the industrially advanced
countries during the three decades followiné World War Il was fully
paid b}r the oil-exporting countries in terms of rapid depletion of their
most important resource base without the gain of the capital or the
expertise needed for the development and diversification of their econ-
omies. On the other hand, the industrially advanced countries reaped the
full benefit of their cheap oil policy thr‘ough rapid economic develop-
ment and the conservation of their coal resources. In a way, this aspect Ef
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the relationship between oil exporting and importing countries illus-
trates the concept of “‘one man'’s loss is another man'’s gain”’ as applied on
an international scale. Yet, when viewed against more genera and
global dimensions, the cheap oil policy has presented serious losses to the
world at large in terms of the wasteful use of essential, but depletable
hydrocarbons, excessive delays in the search for new sources of energy
and prolonged stagnation in the economic development of the oil-
exporting countries, whose cconomies were and still are heavily depen-
dent on the export of crude oil. Even the oil-importing countries, not-
withstanding their great gains from cheap oil, have nonetheless sustained
some losses in terms of their present heavy dependence on the import of
oil and gas.

The heavy world dependence on ol and gas for energy and industrial
use places the OPEC member countries in a very difficult yet responsible
position in world affairs. They are faced with pressing domestic prob-
lems, some of which were either created or are aggravated by the pre-
dominance of oil in their economies. At the same time they have to
conduct their external relations with the oil consumers, who constitute
the most powerful economic and political bloc the world has ever
known. I feel this fact of life is often forgotten or minimised by most, if
not all, Western specialists and commentators in their treatment of pres-
ent-day relationships between oil producers and consumers. They gener-
ally exaggerate the gains of oil-exporting countries and erroncously
attribute cartel features to OPEC. At the same time they tend to present
the powcrful, industrialised oil consumers as poor victims of the manipu-
lation of this ““cartel””. Time does not permit me to show the fallacy of
their argument, but I have full confidence that this well-informed and
distinguished audience is fully aware of the realities of contemporary
economic and political affairs.

The Place of Islamic Countries

The dominant place of Islamic countries as suppliers of oil is well-
illustrated in Mr Hilals presentation. Eleven out of thirteen members of
OPEC are Islamic countries and they supply about 70% of world oil
exports and possess more than two-thirds of its proven reserves. At the
same time, however, their poor state of internal development reduces
their average per capita energy consumption to only one-tenth of that of
Western Europe or Japan and to less than 4% of that of the United States.
Now, if we take these figures and combine them with the development
objectives of the oil-exporting countries and the rapid rate of their popu-
lation growth, then what are the policy implications for their domestic
energy requirements, individually and as a group? What are the policy
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options that can guide their planning in terms of present versus future
priorities and needs? To what extent can they cope with these options
within their individual means as compared with their collective regional
cooperation and joint action?

In discussing the future aspects of oil resources, Mr Hilal rightly places
emphasis on the impending shortage of oil that will develop around 1985
and he also stresses the urgent need for conservation. In this respect, all
the recent authoritative forecasts agree with his emphasis. But it is not
clear what demand-supply situation would prevail between now and
1985. In some significant ways there are signs that an oil glut may de-
velop due to excessive oil production in OPEC countries and deter-
mined conservation measures in the main consuming countries. The
implications of such a development for the oil-exporting countries
would be further depressed oil prices and a rapid accumulation of stra-
tegic stockpiles in the oil-importing countries. The drive for the devel-
opment of alternative sources of energy may also be seriously affected by
such a development. In this connection I agree with Mr Hilal when he
expresses some doubts regarding the seriousness and effectiveness of
recent programmes announced by the oil-importing countries.

Scarcity and Conservation

All this points to the urgent need for the oil-exporting countries to bal-
ance their production programmes with the actual and essential needs of
world consumption at competitive prices based on the replacement costs
of alternative sources of energy and taking into account the unique ad-
vantages of hydrocarbons. The pursuance of such a policy would auto-
matically lead to greater stress on conservation, a subject strongly
advocated by Mr Hilal in his paper. In this connection it is significant to
recall that the oil-exporting countries provided the strongest incentive
for conservation of scarce resources when they managed to adjust the
price of oil towards the end of 1973. Without that action the world
would today be wasting several millions more barrels of oil per day and
missing the opportunities for the development of alternative sources of
energy. The adjustment of oil prices also contributed greatly to the con-
servation and economic utilisation of natural gas as well as enhanced ex-
ploration, recovery and discovery of hydrocarbons.

All this substantiates the conclusion stated in a recent report of the
workshop on Alternative Energy Strategies sponsored by MIT. In the
chapter dealing with energy demand and conservation, the report con-
cludes that “Energy conservation is generally not limited by technology,
but is limited by economic factors. For example, consumer preferences
for home insulation and more efficient automobiles and appliances are
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influenced by energy prices, and not by technology. Even heat pumps
involve relatively simple and known technologies. This is a significant
advantage in view of the technical and economic uncertainties sur-
rounding many energy options .

As for global energy prospects during the period from 1985 to the end
of this century, there is wide agreement that the process of transition
from oil to coal and nuclear power will accelerate and hopefully lead to
the era of unconventional sources of energy such as solar, wind and tidal
waves as well as synthetic fuels from oil sands, oil shale and biomass. But
the question is what factors will promote this kind of transition, and
what is the role of the oil-exporting countries in this historic process?
Will they again pay the price of transition from oil to other sources of
energy, as they did when the energy transition process was reversed in
the years following World War II? Or will they be able this time to for-
mulate their own energy policies in such a way as to play an effective
role in global energy strategies?

So far, national and global energy programmes and forecasts an-
nounced by the major oil-importing countries have proceeded on cer-
tain policy assumptions regarding their own economic growth and
national objectives. Within these objectives the decision-making power
is assigned to their national authorities and business enterprises. The
response of the oil-exporting countries, as well as that of the less-
developed countries in general, is expected to follow a certain predict-
able pattern, always consistent with the objectives of the major oil-
importing countries. In other words, they are given a peripheral place in
the decision-making circles of energy strategies. Yet it is common
knowledge that several member countries of OPEC are collectively pro-
ducing more than ten million barrels a day in excess of their normal re-
quirements for domestic consumption and investment. This amounts to
almost one-third of OPEC production and about 40% of the 1975 net
imports of OECD countries.

A good question for discussion is what would happen to the energy
market if these countries in particular and other members of OPEC in
general adopt production policies strictly based on the essential needs of
their healthy economic and social development as well as the obvious
necessity of conserving the use of their most important natural resource.
Using the time-honoured criterion of enlightened national self-interest,
is it reasonable to expect these countries to continue exploiting indefi-
nitely their scarce resources in spite of the great risks involved in protect-
ing the value of their foreign investment and the declining reserve-
production ratios of their oilfields? To assume that this will happen is to
conclude that the oil-exporting countries will bear the full burden of the
transition from oil to other sources of energy, in terms of depleting their
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oil resources and wasting much of their financial savings in the turbulent
currents of world money and capital markets. Worst of all, perhaps, is
the prospect that the oil-exporting countries may be in danger of facing
the next century with no oil, and no alternative sources of energy.

Fortunately, there is an increasing awareness of these dangers and it is
hoped that the oil-exporting countries will soon be able to formulate
medium and long-term energy and development policies based on their
enlightened common interests during the transitional period from oil to
other sources of energy.

In discussing oil conservation, it is interesting to note that it is mainly
the Islamic countries who are called upon to over-exploit their limited
natural resources for the prosperity of the industrially advanced coun-
tries. Some of the latter group of countries with oil resources, such as
Norway, the United Kingdom, the United States and Canada, are now
following strict conservation policies in the exploitation of their old and
new fields. Yet it is within the advanced countries that we find the great-
est concentration of other sources of energy, in addition to their almost
total monopoly of the technology of new energy sources. They seem de-
termined to keep these resources for themselves, except under special cir-
cumstances and strict conditions.

The Energy Needs of Developing Countries

In his presentation, Mr Hilal made a valid distinction between the
energy needs of developed and developing countries. While developed
countries can reduce their consumption of oil through conservation
measures and the use of coal and nuclear power as transitional fuels,
developing countries have no such options in their energy requirements.
Yet they need economic growth rates of at least seven per cent per
annum. Many OPEC countries are aiming at higher growth rates. If
they follow regional cooperation and effective development policies
such growth rates may be attainable. But as the energy co-efficient for
these countries is much greater than one, their energy requirements will
grow at rates faster than the speed of their economic and social develop-
ment. In addition, there would naturally be a rapid transition from non-
commercial energy (firewood) to commercial sources as economic and
social development proceeds.

These facts have wide policy implications for the developing coun-
tries, including OPEC members. Their development and energy needs
are highly dependent upon cooperation among themselves and are
interrelated with the foreign policies of the industrially advanced coun-
tries. This is why they had placed high hopes on the Conference on
International Economic Cooperation (CIEC) whose outcome has
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unfortunately fallen far short of approaching their hopes and expec-
tations. However, it is hoped that some degree of solidarity of the deve-
loping countries will remain to continue the search for a more rcason:jzbie
world economic order based on equality of opportunities among nations
and individuals.

Egypt’s Oil Achievements and Potential

I will now turn to the concluding part of Mr Hilal’s paper where he
refers to the recent achievements of Egypt in exploring and developing
its oil potential, including its Abu Rudeis oilfields which had been
usurped and excessively exploited by Israel for more than ten years.

The recent intensification of the search for oil as well as the rapid de-
velopment of the technical and managerial skills in the oil sector in
Egypt have been truly impressive. 1 am confident that under the dynamic
and optimistic leadership of Mr Hilal, the Egyptian oil industry will
make increasing contributions to the development of the country. I am
even more certain that greater achievements can be realised through
regional cooperation between Egypt and other Islamic countries, mem-
bers of OPEC and OAPEC. Joint efforts for recovery of more hydrocar-
bons and the discovery of new fields, more downstream investments in
the oil sector and the development of alternative sources of energy are
only some of the fields in which regional cooperation among OPEC and
OAPEC member countries would greatly enhance economic develop-
ment. Moreover, such efforts are essential for the protection of their
mutual interests in their relations with the industrially advanced coun-
tries. Indeed, the foundation of what the developing countries seck in the
so-called new international economic order must rest on the solidarity of
their regional cooperation, among themselves. Given this kind of ‘solid-
arity, the Islamic countries have great and varied resources for their col-
lective growth and development. Without that solidarity none of them,
including the more fortunate countries, can achieve much in a world
controlled by power blocs, with strong vested interests on all frontiers of
modern life.

What the Muslim world needs most is not more physical resources
but, rather, greater confidence in its faith, traditions and institutions.
Conferences such as this one can obviously help to generate interest and
promote discussions in this direction.



18 Development Strategy for the
Muslim World

Ehsan Rashid

We are here concerned with the problems of the Muslim world which
has bccnltoia very large extent the victim of hostile historical forces such
as CO](‘JI:HE‘.llSm and imperialism which has led to alienation and iden-
tity crisis in this particular part of the world. However, it is not just this
experience which distinguishes the Muslim world from any other I::;art of
the less d‘cvclopcd world; it is not even the economic characteristics of
the Muslim world which primarily attract our attention (a]thc.\u‘ hit is
true that some of the countries of the Muslim world do have cmgnomic
prob]cms more acute and perhaps more complex than in lesser dc.v.clo ed
countries). It is above all the non-economic characteristics of the Mus}i)im
W(?rld which make it distinct from others. In brief, the characrcrist{c of
being Muslim.

This is manifest in the particular Muslim world outlook, in the con-
duct of day-to-day business of life in any hamlet, settlement, of city of
MushmsA This outlook, better described as a faith, dcmar{ds from a
Muslim that he conceive the whole of mankind as a family and look
upon himself as one member of this family. It also demands that he
should treat t‘hc resources of the planet as the property of manicind as a
whole. This implies that resources should be efficiently utilised for the
bette‘rment of humanity as a whole and in case it cannot be done then a
M_ushm _shou]d refrain from participating in such a system. Furthermore
Fhls particular outlook implies that a Muslim should believe in peace and,
m‘the principle of co-existence and that he should work tOwalPdS the at-
tainment of peace and tranquillity both in the life of individuals and
groups. Most importantly, however, this particular outlook demands
that Muslims should strive for the establishment of justice in human
society.

The Holy Qur’anssays,

; HZE sent aforetime our apostles with clear signs and sent down with them the
ook and the balance (of right and wrong ), that men may stand forth in justice.”
* (Al-Qur’an LVIl:2s)
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[t is this concept of justice which provides the key to the goal of econ-
omic development for the Muslim world. All aspects of human life —
moral, legal, economic, political, and social — must lead to attainment of
a just society.

The struggle to attain justice has been manifest throughout Muslim
history. It was the motivating force behind the struggle against the impe-
rialistic powers who had enslaved the Muslim world. After indepen-
dence the Muslim countries in the process of establishing their
institutions have attempted to make further progress towards the attain-
ment of this goal. Today, the Ummah stands aligned with the rest of the
Third World in attempting to forge a just international economic order.
In the North-South Dialogue, we have attempted throughout to dem-
onstrate to the advanced industrialised countries of the world that the
existing economic relationship between them and the Third World is
characterised by inequities in the exchange of goods and services and of
ideas.

We stand committed to this goal of achieving a socially just inter-
national economic order while attempting to establish simultaneously,
to the greatest possible extent, working models of social justice within
our respective countries by eliminating the forces of exploitation. Set-
ting goals in economic development is perhaps not as difficult as theor-
etical and analytical exploring of the possibilities of such a development.
The crucial task is to inform ourselves about the transition from possi-
bilities to practical relations among Muslim peoples. We should attempt
to relate this transition to a true Islamic ethos in economic terms. Tt will
necessarily involve a recognition and characterisation of the conditions
necessary for applying the principles of development to concrete situ-
ations both in Muslim countries and the wider world. Basically, our
world view will emerge through a clear recognition of our needs and
our rights. In fact, the materialisation of development possibilities in the
Muslim world is directly linked with the realisation of the aspirations of
Muslims in the light of their perception of an Islamic order.

Political emancipation of the Muslim world per se signifies nothing. If
political emancipation does not lead to the advent of an Islamic system in
Muslim countries it will cause frustration. Political emancipation must
be viewed as an elementary condition of building up the wherewithal
necessary for the implementation of a real, positive socio-economic
order having a distinct Islamic hallmark. Our discussions should focus on
the delineation of the practical consequences of the operation of our faith
in the form of a specific socio-economic system. In other words, we need
to help in the evolution of an overall directive policy rooted in an mnter-
disciplinary approach. The concept of development itself has inter-
disciplinary overtones. Once we agreeon a concrete Islamic framework,
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experts from different disciplines can get together to present an inte-
grated theory of development. For instance, in the absence of a generally
agreed constitutional framework, it will be difficult to indicate the
nature of primary thinking concerning, say, economic matters. Agencies
such as planning boards or commissions do not operate in a vacuum. The
initiation of a proposal and its subsequent affirmation and implementa-
tion presuppose the constitutional structure of the state. The articulation
of social conscience in economic planning involves the nature and form
of the political set-up. If this is so, it calls for the setting-up of an experts
group to produce a constitutional document which may guide the
Muslim countries in the formulation of policies intended to develop their
respective constitutional arrangements according to the tenets and spirit
of Islam.

A matter of immediate concern is to assist in the promotion of a mean-
ingful dialogue between the so-called orthodox and the modernist ele-
ments in the Muslim world. Since the challenges that we face are so
stupendous, the two groups must be helped to come together to produce
working papers which will at least improve the quality of dissent. Dis-
sent by itself is not objectionable, but the dissenting parties should be
mindful of their responsibilities to promote an authentic understanding
of the problems. Exchange of reproach must be replaced by exchange of
ideas. The formation of a select group of experts for this purpose can no
longer be postponed. Alienation within the Muslim world must be
checked and a process of self-discovery be introduced without further
loss of time. The debate can be made more productive by the creative
participation of all the members of the Ummah through the institution of
a continuous debate wherein the truly informed are continuously
engaged in the resolution of difficult and controversial issues.

I will not attempt to offer any formal statement about a general
economic strategy for the Muslim world but will confine myself to
highlighting a key factor, namely the human factor, and the possi-
bility of activating it in a fashion whereby the available human
talent in the Muslim world is helped to contribute its best in the
process of economic development.

The economic concepts of production, consumption and dis-
tribution and their analytical definitions are strongly linked with
the key factor of labour or manpower. Economic action or activity
whether voluntary, conscious or directed, is concerned with the
maximisation of the contribution and the reward of this factor. The
current trend is to accord the highest consideration to this factor
inasmuch as it is both the prime mover as well as the prime
receiver in the system. Its role as the prime mover involves the de-
velopment of science and technology, and its behaviour as prime
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receiver is associated with the concepts of egalitarianism or social
justice. Both roles imply the building up and utilisation of capaci-
ties latent in the human numbers.

The best economic strategy should, therefore, concentrate on maxi-
mising this twin role of the human factor. Some people have charac-
terised it as a process of “potentialisation”. Potentialisation is realisable
when the quality of the most important input in the economic system,
namely the cerebral input, is maximised. Potentialisation can be made
more graphic if it is explained in terms of a learning curve for a people.
The learning process is sometimes understood in terms of the educarional
development of a people. But in the present context it has a wider con-
notation because it includes learning by doing. I will not explain it with
the help of theory but will demonstrate it with an example. What is
being at present attempted in the Peoples’ Republic of China, the scale
and the dimension of which is unique in the history of mankind, when
the entire people are persuaded to engage themselves in the creative en-
deavour to maximise their latent capacities in accordance with norma-
tively determined rational priorities. In the distant past, in several
societies, knowledge was certainly disseminated. Even in the recent past,
in the West, the focus remains on the dissemination of knowledge
through the formal institutionalisation of education. In the case of China,
it has meant much more. Knowledge is not only being imparted to
people but they are persuaded to practise knowledge. To them knowl-
edge is not a mysterious ““black box” but has become a problem-solving
procedure. What is truly unique about it is that knowledge has become
an integral part of the total political process. The breakthroughs in sci-
ence and practical innovations are being rapidly transmitted and applied
throughout the national system. The Muslim world will do well to learn
from the Chinese experience and adapt it to its own conditions.

The Chinese experiment has originated from the particular ethos of
Chinese culture and society. Our experiment must originate from the
ethos of Islamic civilisation and culture. Any attempt to duplicate the
Chinese experiment in an Islamic context may not succeed. My plea is
for an approach which may be in keeping with the great tradition ini-
tiated by our Prophet (may peace be upon him) who transformed a tribal
society and made it the envy of the civilised world. It is the task of plan-
ners and policy-makers in the Muslim world to rediscover this great
heritage and turn it into a movement so that it may serve as a beacon light
both to the developing and the developed world.

We must assign the greatest weight both in terms of value judgement
and resource allocation to the activisation and sustenance of the human
factor in national development plans. It must receive the highest place on
the agenda of the economic reconstruction of the Muslim world. Our
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economic strategy must focus, therefore, on the cherished ideals of the
Islamic society where the highest value is accorded to knowledge (ilm)
and piety (taqwah). A society in which ilm and tagwah reign supreme shall
always be the most sane and humane society. Viewed in this context, the
ideal Islamic society becomes a model human society. Knowledge
ensures the best use of resources, and piety guarantees a compassionate
society. The challenge that we face thus becomes a challenge for the
whole of mankind.

In the light of the above, may I propose the formation of a preparatory
committee for setting up an International Islamic Educational Foun-
dation to activate and bring together academics, intellectuals and policy-
makers for the purpose of devising a strategy for the maximisation of
human talent throughout the Muslim world.

I have a feeling that the size and quality of analysis of the Islamic econ-
omic system has so far been modest. Perhaps the best way of upgrading it
in the shortest possible time would be to promote theme-bound partici-
patory research. This kind of effort is to proceed by preliminary investi-
gation by an expert committee which may prepare detailed guidelines
for the formulation of projects. Farming out research to universities and
research institutions in the Muslim world would be an extension of the
process.

Also, with the objective of bringing about optimal utilisation of scarce
skills within the Muslim world, a central talent pool may be created to
make an inventory of the availability of pLople in different professions
and to arrange for their placement in priority jobs. In addition, man-
power planning may have to be pursued for the Muslim world as a
whole to identify and remedy shortages in critical skills.

Finally, I would like to share my concern about a matter which calls
for a frank exchange of views. Should we or should we not include the
possibility of non-Muslim economists contributing towards the develop-
ment of scientific literature on Islamic economics? In other words, should
we have an insular or an open approach in the matter? The experience of
the development of scientific literature pertaining to any school of
thought shows that sometimes significant positive contributions have
been made by those not belonging to that particular school. My personal
view is that we should also encourage the growth of positive scientific
curiosity of non-Muslim academics and intellectuals. Our abiding faith
in the eternal validity of the principles of Islam must preclude the possi-
bility of developing a “‘ghetto” mentality. We must be imbued with a
spirit to face various challenges openly and fearlessly. Is this not the mes-
sage of Islam?

19 International Trade Patterns of
the Muslim Countries

Monzer Kahf

Introduction

This study deals with the patterns of international trade of Muslim coun-
tries and their bearing on the development of these countries. It deals
with §5 Muslim countries of Asia and Africa with some reference also to
Albania, the only European Muslim country. Unfortunately, however,
on Albania very little dependable published information is available.
The total area embraced in the scope of this study is 30,608,000 square
kilometres.!

The Muslim countries form the bulk of the underdeveloped part of the
world. Therefore, one would expect to find all the aspects of the
phenomenon of underdevelopment in these countries. In Mali, for
example, the level of per capita domestic product reaches as low as U.S.
$53.00 (current 1970 prices). This is less than one-hundredth of per capita
domestic product in the United States. Several Muslim countries have a
per capita income below U.S. $100. Of these mention may be made of
Chad, Central African Republic, Gambia, Mali, Niger and Upper Volta
in Africa and of Afghanistan, Bangladesh and the Democratic Republic
of Yemen in Asia. The population of these two groups of countries is 22
per cent of the total Muslim population. The average per person dom-
estic product of the Muslim countries in Africa is U.S. $277 and in Asia
$363 as compared to U.S. $4467 in the European Economic Community
and $6597 in the United States. Even these low figures on the Muslim
countries do not tell the whole story for they are inflated by the oil
income of the sparsely-populated oil-rich Muslim countries.” Conse-
quently, if we exclude six oil countries with a population of 12.5 million
only (1.8 per cent of the total Muslim population), the average per capita
domestic product drops for the rest of the Muslim world to U.S. $255.
This is less than 4 per cent of that of the U.S. Excluding these six countries, the
highest per capita domestic product in the Muslim world is that of Iran
(also an oil country) with a per capita income of US $945 which is
hardly 14 per cent of that in the U.S?



200 Monzer Kahf

The low level of income certainly affects the level of living of Muslims
in the world. Education is only available to the upper classes (which are
usually composed of non-Muslims). Health care and social services are
almost non-existent. As a result, the average life expectancy of those
born in Guinea is likely to be only 27 years as compared with 71.4 and
71.3 in the EEC and the U.S. respectively. On the average, a newborn
baby in the Muslim world can be expected to live 45.6 years, which is
only 64 per cent of the life expectancy in Western Europe or in North
America* The Muslim world has the poorest health care facilities in the
world. The number of people per physician reaches almost seventy thou-
sand in Ethiopia as compared to only 520 in West Germany and 600 in
Canada. The number of hospital beds for every 10,000 population ranges
from as low as 1.5 in Bangladesh to as high as 41.5 in Libya as compared
to more than 114 in the U.S.S.R. and in West Germany. Furthermore, in
the U.S.S.R., U.S.A. and in most of Western Europe, the rate of illite-
racy is less than one per cent. By contrast, it reaches close to 80 per cent in
the few Muslim countries that have published data, and it certainly
exceeds that figure in many other countries that probably lack publish-
able information on illiteracy.?

The most highly recommended prescription for Muslim countries is
control of population growth. Yet it is clear from United Nations
figures that average density in the Muslim world is only 23 per square
kilometre, which is equivalent to the United States and about 13 per cent
of the density of the EEC countries. And even though Bangladesh, the
country with the highest population density on the globe, is within the
Muslim world, it is also true that this world has huge areas of lightly
populated land in Asia and Africa. More than one fourth of its §5 coun-
tries have population densities of not more than ten persons per square
kilometre.®

On the other hand, the Muslim world has a tremendous market. Popu-
lation-wise it has 700 million people which equals more than two and a
half times the population of the EEC. This population is spread over an
area more than twenty times that of the EEC. Moreover, except for
Southeast Asia, the Muslim countries have contiguous borders and com-
mon waters. This should enable them to have an efficient and relatively
cheap transportation system.

As for the natural resources, the Muslim world has the major portion
of the world’s oil and gas resources. It produces 60 per cent of the world’s
tin and 34 per cent of its phosphate. It is well known that, unlike in the
developed countries, the land in Muslim countries has not been submit-
ted to extensive survey and search for underground minerals. This has
been due to the fact that the survey, to the extent that it was done, was
conducted principally to serve the exploitative needs of the colonial
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powers and to supplement their requirements. For this reason it is not
surprising that the statistics on almost every developing country lacks all
information on commercial reserves of coal, iron ore, and other import-
ant industrial minerals,

In agriculture, the potential of the Muslim world is vast, especially in
East and West Africa and in the south and cast of the Mediterranean. The
Muslim world at present is a leading producer of cocoa, coftee, natural
rubber, roughwood, cotton and rice and in the breeding of sheep, etc
The diversity of climate in its vast expanse affords an opportunity to
grow all kinds of agricultural crops. Indeed, this vastness may enable it to
become the agricultural reserve of the entire world!

Trade Patterns of the Muslim Countries

This section is devoted to the study of the commodity structure of
exports and imports of the Muslim countries and their international
economic relations as reflected in the balance of trade. It will be shown
that the commodity structure and the trade partners of the Muslim coun-
tries are not expressive of Muslim peoples’ aspirations for unity and inte-
gration. Nor, indeed, do they correspond to their developmental needs
or to the requirements of their new independence.

1. The point which strikes the economist who studies the
export—import commodity matrices of the world is the absence of the
Muslim countries from the international market. Among the major
twenty importing and the major twenty exporting countries, one can
hardly find any Muslim country in the markets of commodities which
are most heavily traded. This is true except in respect to the few com-
modities shown in Table V. This absence of Muslims from the list of
major international traders is more noteworthy because of the high trade
integration index of the Muslim countries vis-d-vis the rest of the world.
(See Table VIL) This amounts to saying that even though the
Muslim countries are highly dependent on the international market,
each of them singly and in some cases all of them collectively, have, in
respect of numerous communities, no or little influence on the market.
This is an extremely unsatisfactory situation for it means that unless these
countries use their collective bargaining power and make a proper use of
their areas of influence in the international market, the terms of trade
will continue to move against them and they will be paying the highest
share of the cost of international inflation.

2. In the export market, of the 174 commodities on which quantita-
tive data is made available by the U.N., the Muslim world has a share in
excess of § per cent of the international market in only 23 commodities.
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Compared to the ratio of the Muslim population in the world, 17.8 per
cent, the Muslim countries have a balanced share in the export market in
only 12 commodities. The Muslim world is almost the sole exporter of
four commodities, namely, crude oil, crude fertilisers, tin and jute with a
share respectively of 87.2, 76.94, 60.95 and 59.41 per cent. The Muslim
world is the leading exporter in the international market of six of the
commodities, with its share of 45.01 per cent in rough wood, 40.83 in
milled wheat and flour, 38.48 in rubber, 38.30 in cotton, 35.95 in petro-
leum chemicals and 35.61 in cocoa.

3. In the import market, the Muslim countries are among the major
twenty importers in respect to only 22 commodities. These countries
import 34.48 per cent of the internationally traded milled wheat and
flour and 31.75 of the traded rice. They are also a major importer of tea
and maté (18.94 per cent), fixed vegetable oil (16.24 per cent), wheat
(15.88 per cent), and jute (11.69 per cent). These figures should not be in-
terpreted as indicative of the Muslim world’s dependence in food on the
rest of the world, for in some of these commodities the Muslim countries
have a high export share too. For example, in the case of milled wheat
and flour the Muslim world is in fact a net exporter of 6.3 5 per cent of the
total international market but in rice it is a net importer of only 14.96 per
cent of the market. On the other hand, the Muslim world is a net impor-
ter of 15.86 per cent of the internationally traded wheat and 8.06 per cent
of tea and maté.

4. The commodity composition of the external trade of the Muslim
countries is simply shocking. Of the 43 Muslim countries whose balance
of trade is published in the U.N. Statistical Yearbook of International Trade,
27 export crude oil, and other raw materials in the ratio of 48 per cent or
more of their total exports (see Table VI). Eleven of these countries are
members of the oil-exporting club.® They depend on crude oil for 75 to
100 per cent of their foreign exchange revenues. The other 16 countries
also depend on the export of one or two raw materials such as Morocco
and Mauritania (on phosphate), Malaysia (on tin and rubber) and Sierra
Leone (on diamonds), etc. Furthermore, only three Muslim countries,
namely, Lebanon, Macao and Somalia, export raw materials at a rate of
less than 10 per cent of their total export. Of these three countries, Soma-
lia depends on the exportation of unprocessed food instead of raw ma-
terials for 91 per cent of its total exports. For the developed countries, the
share of raw materials to their total exports ranges between 2 to 13 per
cent with the exception that the Soviet Union has a share of 45 per cent as
shown in Table V1.

On the other hand, only one Muslim country, Bahrain, imports crude
oil at a rate of more than 5o per cent of its total imports. Next in this
category is the Democratic Republic of Yemen where the ratio of oil
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imports to its total imports is 44 per cent. These are the only two Muslim
countries which have oil refineries with a capacity for export. For the
rest of the Muslim countries shown in Table VI, the importation of raw
materials decreases to less than 2§ per cent of the total imports. It may be
pointed out here that, for most of these countries, imported oil is respon-
sible for the two digit ratio of raw material imports.” The ratio of raw
materials to total imports for the Muslim countries that do not import oil
ranges between one per cent (in Qatar) to 12 per cent (in Cameroon). By
contrast, these ratios reverse in respect to the developed countries. Rela-
tively speaking, the Soviet Union is the smallest importer of raw materi-
als which represent only 8 per cent of its total imports. For the other
developed countries mentioned in Table VI, the share of raw materials in
their imports rises from 26 to as high as 61 per cent.

This picture of the Muslim countries’ international trade becomes
more gloomy if we look at the place consumer manufactured goods
occupy in their imports and exports. This is because in many cases the
raw materials exported by them are manufactured by the importers and
sold back to them as manufactured goods. Thus, for instance, it might be
recalled here that Arab oil is refined in Amsterdam, Indonesian and
Malaysian rubber is manufactured in its finished form in France, Ger-
many, Japan and the United States, and Indonesian and Malaysian wood
is processed and shaped in Italy and Japan. Consumer manufactures
represent 40 per cent of the imports of 22 of the 43 Muslim countries in
Table VI. This, of course, does not include cans imported for private use
and household appliances. Under the U.N. classification, these two
items appear in the category of machinery and transportation. The other
21 Muslim countries import consumer manufactures in the ratio of 24 to
39 per cent of their total imports. What is more unfortunate is that all
Muslim countries except Macao import far more consumer manufactures
than they export. Macao is the only country whose exports of this group
of goods exceeds its imports by 41 per cent. Pakistan, in a sense, may be
said to be second because its imports of consumer manufactures are only
6 per cent more than its exports.

The large margin of imports over exports increases very significantly
in the category of machinery and transport. Machinery and transport
constitute s per cent or less of the exports of the 43 Muslim countries,
Lebanon being the only one in which this category reaches 25 per cent of
its total exports. On the other hand, the ratio of machinery and trans-
portation to total imports is more than 30 per cent in 18 Muslim coun-
tries, it is between 20 and 29 per cent in 15, and below 20 per cent in the
remaining 10 Muslim countries. In fact, machinery and transport as a
category of internationally traded commodities is not a very useful
indicator of the structure of international trade with reference to
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development because, as an aggregate, it makes no distinction between
vehicles for private use and vehicles for commercial, industrial or for
public transportation use. Nor does this category distinguish between
home appliances and factory machinery. But this distinction is essential
in the Muslim countries because development is the most important issue
and it can, to a great extent, be measured in terms of the increase of ma-
chinery in industry and agriculture.

Food imports and exports are significant for most Muslim countries.
As for imports, among the Table VI Muslim countries, Egypt and
Yemen, for a good part of their domestic consumption, depend on
imported food. Food imports constitute 43 per cent of Egypt’s total
imports and 51 per cent of that of Yemen’s. A classification of the Muslim
countries in terms of percentage relationship between food import and
total imports is given below:

In two countries food imports are above 40 per cent of their total
imports.

In two other countries food imports are from 30 to 40 per cent of their
total imports.

In 20 countries food imports are from 20 to 30 per cent of their total
imports.

In 18 countries food imports are from 10 to 20 per cent of their imports.

In one country food imports are below 10 per cent of its total imports.

Of the 43 countries under study, 31 have imported more food than
they have exported and only 12 exported more than they imported. In
general, Muslim countries’ food imports exceed their food exports by
about 47 per cent.

s. The international trade relations of Muslim countries may be
analysed with reference to their trade partners, that is, countries with
which they exchange goods. Before doing so, however, it will be well to
keep the following two points in mind:

a. The impact on the world economy of international exchange of
manpower between the Muslim world and other countries deserves
greater research, especially in respect to the talent exchange between the
Muslim countries and the free-enterprise developed countries in West-
ern Europe and in North America. While, for instance, Iran, Saudi
Arabia, the United Arab Emirates and other rapidly developing oil
countries import talents from Europe and the United States, other coun-
tries such as Egypt, Iraq, Pakistan, Syria and Turkey lose perhaps as
many talented Muslims to the West. Furthermore, even unskilled labour
of the developing countries such as Algeria, Morocco, Tunisia, Turkey
and Yemen is flecing to the West at the time when it is much needed in
other Muslim countries such as Saudi Arabia, the United Arab Emirates
and Qatar. However, the question of exchange of services falls beyond
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the scope of this study.

b. Several Muslim countries seem not to have adopted long-range
strategies for their international trade relations. A glance at the historical
development of these relations would reveal that the co-efficient of
political influence over their economic relations is very high. For
example, a longer and far more costly pipeline is being constructed now
from Iraq to the Mediterranean via Turkey because of the current strain
in the political relations between Iraq and Syria and for the same reason
the Kirkuk-Banias pipeline has been rendered idle since April 1975."

The determining factor in the choice of trade partners of Muslim
countries has been the commercial ties forged during the period of the
West’s colonial domination over them. This factor has weakened in a
few cases and, for political reasons, some Muslim countries have diverted
their trade to certain central-planning countries.

For all these reasons, it can now be said that trade relations among
Muslim countries, at present, are minimal and not far-reaching economi-
cally. As Table VII shows, only six Muslim countries, that is, Iraq,
Jordan, Lebanon, Mali, Qatar and Somalia import more than half of
their goods from the markets of other Muslim countries. By contrast,
only two countries, namely, Bahrain and Democratic Republic of
Yemen export more than half of their exchanged products to other
Muslim countries. The following table summarises columns 8 and ¢ of
Table VII:

Percentage of total Imports/
Exports of individual Muslim

countries with other Muslim No. of countries
countries exporters importers
more than 50°%, 6 2
40-49%, 2 o
30-39% 2 I
20-29% 5 8
10-194%, 8 18
less than 10Y%, 21 s
Total from Table VII 44 44

Source: United Kingdom Department of Energy

One half of the Muslim countries under study export less than o per
cent within the Muslim world and about one-third of them import less
than 10 per cent from it.

6. Commodity-wise, the import-export statistics published by the
United Nations show that the choice of trade-partners among Muslim
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countries for many exchanged foods does not show any indication or
preference towards Islamicising the trade relations among them even
though such Islamicisation might, because of the distance factor, reduce
the cost of transportation. The following examples suggest that there are
several directions which a diversion of trade relations among Muslim
countries may be aimed at:

a. The main importers of Turkey’s livestock are Italy and France, and
the main importer of Indonesia’s is France. Libya and Saudi Arabia, on
the other hand, fulfil their livestock needs from Australia, Canada,
France, Germany, Ireland and the Netherlands.

b. Lebanon and Turkey export butter to Belgium, United Kingdom
and other countries in Western Europe. Iran, Pakistan, Malaysia and
Syria, on the other hand, obtain their imported butter from Western
Europe.

¢. Ivory Coast imports fresh fish from Japan and Canada while Indon-
esia and Malaysia export to non-Muslim countries.

d. Algeria, Egypt and Malaysia import tobacco from Colombia,
Greece, India, the Philippines and the U.S. while Turkey and Indonesia
are major exporters of tobacco and they send theirs to the U.S. and
Western Europe.

e. Algeria exports its natural gas to France and France exports natural
gas to Morocco.

f. Egyptis the world’s tenth major exporter of textile yarn and thread
but Algeria, Indonesia and Iran get all their supply of yarn and thread
from Western Europe."

7. The trade integration index is sometimes used to show the level of
interdependence of an economy on international trade. This index is
defined as the total of imports and exports of a country divided by its
national income.”

It can be calculated for one single country or a group of countries and
it can only have meaning in a comparative context.

Column 6 of Table VII gives the Trade Integration Index (TII) of each
Muslim country with respect to the rest of the world and column 7 gives
the TII with respect to all the Muslim countries. At the end of Table VII,
the TIl is shown for a few non-Muslim countries. The distribution of the
TII of the Muslim countries with respect to the rest of the world ranges
between 11.82 (Bahrain) and 0.12 (Afghanistan) with a median of 0.675.
This compares with 0.16 for the U.S., 0.29 for Japan, 0.45 for France,
0.48 for West Germany, and 0.56 for the U.K. But a higher TII taken
alone is not so serious because it depends on many factors such as the size
of the economy, its structure, the historical development of its inter-
national trade, its level of development, etc. Consequently, low TlIs in
Afghanistan, Yemen and Guinea are basically indicators of the closed

International Trade Patterns of the Muslim Countries 207

and least developed economies among the Muslim countries, whereas a
high TII in Bahrain reflects a lack of data (National Income data avail-
able for 1970) and the size of the economy inasmuch as it reflects its
growing roleasa commercial centre in that area of the world. Neverthe-
less the high TII for the majority of the Muslim countries is undoubtedly
a sign of their dependability on the international market.

The trade integration index of each Muslim country with respect to
the rest of the Muslim countries is very low. Not including Bahrain, it
reaches a maximum of 0.94 (Democratic Yemen) and a minimum of 0.01
(Algeria, Central Africa Republic, Nigeria, and Afghanistan). The
median is 0.09 and for 30 Muslim countries it does not exceed 0.12. Such
a low TIl is certainly an indicator of the very low level of international
trade relationships among the Muslim countries.

Conclusions

This study shows that the Muslim world lives within the vicious circle of
poverty, underdevelopment and dependence on international trade. The
potential of the Muslim world is great in terms of population, area, loca-
tion, climate, and natural resource. To these can be added the enormous
financial facility which became evident after the 1973 revolution that
liberated oil resources. Moreover, oil liberation enables the Muslim
countries to play an important role in speeding the development and the
economic freedom of the whole Third World. Neither the commodity
structure of the external trade of the Muslim countries nor their trade re-
lations reflect any urge for cooperation among the Muslim countries.

Islam and Islamic traditions have created, over a period of several
hundred years, some sort of similarity in the consumption patterns and
habits of the Muslim population in all the Muslim countries, especially
those that are quite near to each other. The realisation of the import-
ance of development and the resemblance of the economic structures,
especially in international trade and development needs, enriches and
strengthens their similarity.

Similarity in consumption and demand is one of the basic factors that
enhances international trade among countries. Since dissimilarities tend
to increase the risk and uncertainty involved in international trade, to
amplify the importance of price and market information, and to inten-
sify the difficulties of communication, some economists attribute the
success and survival of the EEC, in part, to the similarity in the con-
sumption behaviour of its member countries.

Additionally, it has become an undisputed premise in development
theory that a larger market is a prerequisite for the stimulation of
investment and “‘no developing country has a domestic market for
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manufactured goods as large as that of The Netherlands, Sweden, or
Belgium, among the smallest developed countries, which have entered
into integration schemes in order to escape the limitations imposed by
their national markets.””® This point applies also to the Muslim countries
which constitute the large bulk of the developing countries.

It is true that the lines of transportation in the Muslim countries were
established in such a way as to serve the purpose of keeping the trade ties
with the developed countries, the colonial powers of yesterday, intact.
Therefore, all transportation lines in the Muslim world connect the rich
areas of natural resources to coastal ports of shipping rather than connec-
ting them to trade of the neighbouring Muslim countries. Consequently,
any attempt to integrate these countries is hindered by their poor trans-
portation system. But since the geographical distance is incomparably
shorter between these countries than between them and their partners
inherited from the colonial era, the advantages in terms of transportation
cost will, in the long run, exceed the short-run disadvantages of di-
version.

A scheme to encourage the economic cooperation and coordination
among the Muslim countries should be worked out on the macro-level as
well as the micro-level. On the governmental level, an Islamic treaty,
similar to Hilf al-Fudul”* must be worked out among the Muslim coun-
tries whereby political differences could be kept from burdening the
trade relations, and inter-Muslim countries’ trade would not be used as a
means of pressure to achieve political targets. A series of economic coop-
eration conferences among the officials of trade and economic planning
in the Muslim countries should be undertaken for the ultimate purpose of
establishing solid grounds for trade preferences serving the inter-Muslim
countries’ trade and for the coordination of their development policies in
their relations with inter-Muslim countries’ trade. Multilateral and bi-
lateral trade agreements between Muslim countries must be sought.
Improving the transportation system among the Muslim countries on
land, sea, and air is as necessary as the granting of international guaran-
tees for inter-Muslim investment. Lastly, the establishment of a perma-
nent inter-Muslim countries trade fair and exhibitions of industry and
agriculture is required. An ultimate goal of establishing an Islamic com-
mon market must always be kept in mind.

On the micro-level, the establishment of a union of chambers of com-
merce of the Muslim countries is among the first priorities. Along with it
there should be some means for disseminating trade information among
the Muslim countries. A periodical directory, a trade magazine, and an
intra-Muslim trade information bank should also be established.
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TABLE 1

List of the Muslim Countries

In order to define a country as a Muslim country more than one

criterion was applied:
The distribution of population according to their religion as
published by the Muslim Students’ Association:, The Muslim
Population of the World, 1969, USA.

b. Countries whose majority are Muslims are included although the

government may not be in the hands of Muslims.

c. Muslim Countries whose cconomies are integral parts of other
countrics are not included. This applies to some Muslim Asian
countries like Turkistan, Sinkiang, Kashmir, and others.

Based on these criteria the Muslim Countries are:

In Africa: Algeria, Chad, Central African Republic, Comoros,
Dahomey (Benin), Dijibouti, Guinea, Ethiopia, Gabon, Gambia,
Ivory Coast, leya Madagascar, Mali, Mauritania, Morocco, Niger,
Nigeria, Senegal, Seychelles, Sierra Lcom, Somalia, Sudan, Togo,
Tunisia, Uganda, Cameroon, Tanzania, and Upper Volta. Total
number 29 countrics.

In Asia: Afghanistan, Bahrain, Bangladesh, Brunei, Federal Republic
of Cyprus, Indonesia, Iran, Iraq, Jordan, Kuwait, Lebanon, Macao,
Malaysia, Maldives, Oman, Pakistan, Palestine, Timor, Qatar, Saudi
Arabia, Syria, United Arab Emirates, Arab Republic of Yemen, and
Democratic Republic of Yemen. Total number 24 countries.

One country overlapping between Asia and Africa: Egypt, and one
country ovcrlapping between Asia and Europe: Turkey.

The total number of Muslim countries is 5 5.
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TABLE III
Selected Health and Hliteracy Data
Population  Hospital beds Iiteracy for
per Jor 10,000 people 15 years
Year Physician Population old and more
IN AFRICA year o
=
%Q §§ 2 BRER EE Algeria 1069 7,860 2.3 1971 73.6
0 s v lzangg | o 22 el oo Central African Republic 1973 27,970 19:2
| Bl & © gl e S g2 Chad 1974 44,370 88
| g e Eth_iopia 1972 69,340 32
| £ Guinea 1973 22,380 167
| M Upper Volta 1974 59,570 85
| JEo % Nigeria 1973 25,440 73
=N g- | : s e b om0 s e = -+ e oA Egypt 1973 2,340 213
= “ P i - .
SR slslaenlsss o 285 lere Libya 1974 1,140 4rs 16s 78S
g
z IN ASIA
e =
| F5 2
Lo getngamanog S0 T Teiee e Afghanistan 1973 26,100 s
Qe L g EHETG ) Bangladesh 1973 9,350 15
- Democratic Yemen 1968 32,380 150
[ 3 Indonesia 1974 18,160 71 1967 610
S < v Iran 1974 2,570 146 o6 770
EnogRoE2zEIagge R 5% 22g8 A Iraq 1974 2370 209
230 T X gmﬁ G o Lebanon 1974 1,470 384
S e Pakistan 1974 3,970 54
. E Turkey 1974 1,830 214 1970 486
o B g
= 3
2 i g NON MUSLIM COUNTRIES
[$3 0 =
[ 8 ) p¥ooomrmoaonn "‘\g Belgiu I o 8B
[EE mah i aas o b - Qv = o " clgium 974 57 9
o mmammedoama L 60 > France 1974 680 1024
1 E o West Germany 1974 520 114°2
I = ] _§ UK. 1974 760 875
': = L) T S, ) ’R _2
15380 4urn 8 Gevee § 5 USSR 1974 140 114 0
B r 2nogbuanoee + ©3 O0EAA = | > Canada 1974 600 939
2EE <R T a b 238484 ol B U.S.A. 1974 610 4007 10
~ - L - B
§ i ] Sources:- World Health Statistics Annual 1973-76, published by the World Health Organiza-
W E 3 e tion, Geneva, 1976: pp. 72-76, 288-206. UNESCO Staiistical Yearbook, UNESCO, 1973:
< = s s
.E g 5 g 32 pp. 55-73
= : o —iy = =
§| 2 Ee 8% E |3
| g o
= o a £ 2 5g9 58 |2
=) = o o w J=8 § Z= @ 5
| PR - o1 A =I— - & i’
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TABLE IV TABLE V
The Share of the Muslim Countries in the World Output, and Reserves of Certain Energy The Percentage Share of the Muslim Conntries in the International Market® of Selected®
Sources, Minerals, and Agricultural Products Compared with U.S.A. and U.S.S.R. ’ Commodities, 1974.°
. . % of World % of USA to 9 of USSR to Share of the Share of the Net Net
Commodity Year Total the World the World Commodity Export Market Import Market Export Import
gli 1976 51! 14l 181 Live Animals 845 613 232
1l reserves 1974% 76 62 2 Meat 064 ofg
Natural Gas reserves 1973 38 ’ Milk and Cream 790 046 7 44
;J"ramum reserves 1974 10 30 Butter ooy 545 536
mn 1974 60 Cheese 00y 243 2:34
Phosphate 1974 34 3: 25 Wheat o0z 1588 1586
Barley 1974 6 4 328 Rice 1679 31475 14°96
Cocoa 1974 43 o 03 Barley 050 407 357
Coffee 1974 24 o o? Maize 043 192 149
gotton 1974 1974 21 1R 193 Milled Wheat or Flour 4083 3444 635
£85 1974 4 1 118 Coffee 1588 074 1514
Cattle 1974 14 1? ;s Cocoa 35461 003 3468
Sheep 1974 23 1 13® Tea and Mate 1088 18:04 806
E?'!m oil and Kernels 1974 81 o od Non-Alcoholic Beverages 485 485
1ce 1974 20 2 Alcoholic Beverages 400 400
Wheat 1974 10 14 23 Tobacco (Unmanufactured) 10°86 460 17
Wool 1974 5 3 18 Tobacco (Manufactured) 341 116y 828
Roundwood 1974 30 & 5 Rubber (Crude) 3848 3848
5 g — Wood (rough) 4501 4501
= Sourcei Middle East E{DH?H‘H( IDlgcs.', Vol. 21 No. 3 January 21, 1977 p 37. Cotton 38-30 243 3587
Source: For the second line till the end the source is United Nations Statistical Yearbook Cotton Fabrics 544 544
:9?5 PP; 1X9-403. Jute 5041 1485 44750
Out of major producers. Eertilisers (Crude) 7604 1°34 7560
Fertilisers (Manufactured) 481 12°14 7:33
Qil (Crude) B2 8729
Oil Products 2070 2070
Natural Gas 17°40 o3z 17-08
Fixed Vegetable Oil 819 16°24 805
Coal Petroleum Chemicals 3505 3595
Tin 60795 6095
Machines for Special Industry 6-70 670
Textile Machines 537 537
Electric Power Machines 142 142
Electric Distributing Machines 10704 1004
Railway Vehicles 587 587
Aircraft 2-38 2-38

1 Since these data are extracted from the commodity matrices of the major twenty
countries, the figures given in this appendix underestimate the real share of the Muslim
countrics as many of these are smaller international traders. As such, a big proportion of
what is left out by the big twenty is actually participated in by the Muslim countries.

2 This appendix is confined to commoditics in whose cxport or import any Muslim
country has a share of at least 1%, of the market.

3 Source: United Nations Yearbook of International Trade, 1975, Volume II, pp. 388-735.
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nations and some very poor Muslim countries is certainly very big. It
looks even bigger and dramatic if one compares the level of development
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of one of the least developed Muslim lands with that of one of the most
developed economies of the world. Many Muslim countries gained their
independence very recently, their resources have long been exploited by
the colonial powers and their trade pattern is still directed towards the
ruling countries. As seen in Table II several of them have a small
population and land size. There are only 7 Muslim countries, among s
on the list, whose total population exceed 30 million; all the rest are
below this level. For the development of a home market and the estab-
lishment of new industries this situation creates serious problems. Many
Muslim countries cannot be self-sufficient in some vital areas of pro-
duction and the trade integration index is very high with respect to non-
Muslim countries. So long as these countries live separately from other
Muslim countries their dependence on non-Muslim economies will
greatly continue. For these small Muslim countries, close economic co-
operation and even some degree of integration with other Muslim coun-
tries seem to be vital.

As there are economic development differences between Muslim and
non-Muslim countries there are also economic disparities among Muslim
countries themselves. It is necessary to analyse these disparities more
closely in order to understand better the international trade patterns of
Muslim countries. The foreign trade of a country is a natural outcome of
its economic structure, production patterns and competitiveness. Muslim
countries can be classified into categories, according to their geo-
graphical situation, level of development, size and population, foreign
earnings, economic structure, etc. Taking into account several of these
factors the following classification, in economic terms, can be made:

. RCD countries and Afghanistan

. Oil Exporting Muslim countries

. Arab countries (not oil)

. African Muslim countries

s. Eastern Trading Area Muslim countries (Bangladesh, Malaysia,
Indonesia, etc)

6. Other Muslim countries (Albania, etc)

T T T

Any overall approach to the economic and international trade problems
of the Muslim world, comprising as it does some so countries and
extending over more than 30 million square kilometers, will run the risk
of neglecting some specific issues. A category-wise examination of the
international trade pattern of the Muslim world however could lead to
more practical measures to be implemented in order to attain some well-
defined goals. This sort of approach may help to identify more speci-
fically the real and acute problem areas in its international trade. In so
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doing, the problems can be more clearly seen and appropriate economic
and trade policies better formulated.

In Dr. Monzer Kahf's valuable paper the tools used to analyse the in-
ternational trade patterns are very well chosen. But this analysis gives an
almost static aspect of the trade patterns;itisa photograph of the existing
situation in a given year. A more dynamic analysis might have shown the
trend of development in trade patterns. There 1s a great need to indicate
and explain the changes of the main international trade indicators in a
given period (i.e. period covering 1975-1976), otherwise the picture of
performance in international trade will look rather gloomy. The reality
can be the reverse for several Muslim countries. Most of these countries
gained their independence very recently and during the last decade sev-
eral of them were able to make substantial progress in their economic de-
velopment, hence their trade pattern shows signs of improvement.

We know that during the 1970s many countries, like Iran, Saudi
Arabia, Turkey, Libya, Malaysia and others realised high rates of econ-
omic growth compared with industrialised countries. In 1974 and 1975
industrialised western countries, as a whole, realised a negative rate of
growth, whereas several Muslim countries, during the same period and
after, continued to have a high rate of economic growth. The example of
Turkey, among others, illustrates this situation more clearly.

The Turkish economy experienced the highest rate of growth among
OECD countries in 1975 and 1976, and during the 1970—1975 period the
Turkish growth rate (7.8%) was ranked as fourth among world econ-
omies, which included both developed countries and developing coun-
tries. Turkey’s growth rate of Gross National Product attained 7.2% in
1976 while the average for OECD countries did not exceed 5%.

From the viewpoint of growth in industrial production the compari-
son is more impressive. Industrial production decreased in 1975 for
OECD countries, while Turkish industrial production showed an in-
crease of 9% in 1975 and 11.5% in 1976. 1977 forecasts show a rate of in-
crease of 3.7% for OECD countries and 13.4% for Turkey. The table
overleaf shows international comparisons.

Since 1971 Turkish imports from and exports to Muslim countries in-
creased rapidly. Total imports from Muslim countries were $105 million
in 1971, became $222 million in 1973 and reached $843 million in 1975.
The main cause of this growth was the increase in the price and the
volume of imported oil. The exports of Turkey to Muslim countries
showed the following trend: 1971 = $79 million; 1973 = $180 million
and in 1975 = $235 million. In Turkish exports the share of Muslim
countries was 13.6% in 1973 and became 16.8% in 1975. The share in
imports also increased from 10.6% in 1974 to 17.8% in 1975. For the same
period the shares of the EEC and the USA in Turkish imports and
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exports continued to diminish. The Turkish case reveals, in recent years,

a sustained high economic growth rate and a continual trade increase
with Muslim countries.

Growth of GNP in OECD countries.

1975 1976 1977

Canada 06 475 350
LIS A, —1-8 625 450
Japan 21 600 6:00
France 1-2 5°00 300
Germany —3'2 5'50 3'50
Italy —47 450 050
England —1-8 10 1-50
Total —13 550 400
Other O.E.C.D.

countrics —oh 250 275
O.E.C.D. total —12 500 375
TURKEY 80 720 8-20

Economy of Turkey 1977. Tusiad. April 1977. Istanbul.

The last few years in international trade brought a big deficit to indus-
trialised countries and a huge export surplus to oil-exporting countries.
According to GATT figures, the aggregate trade deficit of North Amer-
ica, Japan and the industrial countries of Western Europe (excluding
Sguthern Europe), which had contracted from $43 billion in 1974 to $11
billion in 1975, widened again to $35 billion in 1976 as imports re-
covered more rapidly than exports. The combined trade deficit of
Southern European countries in 1976 remained at nearly $20 billion,
about as high as in each of the preceding two years, imports showing
only a marginal rise, even in value terms.

Shifts in their trade with developing countries accounted for most of
the increase in the trade deficit of the industrial countries in 1976.
Imports from the oil-exporting developing countries recovered by
about 17% while the exports to them rose at about the same rate,
which was significantly less than in the preceding two years. The trade
deficit of industrial countries with the oil exporters rose by nearly $10
billion to about $52 billion. In trade with the oi]-importing devcléping
countries, the export surplus of industrial countries declined by some
$14 billion to approximately $10 billion, as a result of a 20% increase
in the value of imports, combined with a slight decline in the value of
exports.
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The overall export earnings of the oil-exporting developing countries in-
creased by about 17%, on an estimated volume increase of 12%: their
import growth, at slightly less than 20%, was only half as rapid as in the
preceding year. The export surplus of the oil-exporting developing
countries rose about 88 billion to $65 billion (as against $86 billion in
1974). The current account surplus of the oil-exporting developing
countries can be estimated to have risen to about $42 billion in 1976.

Export earnings of the oil-importing developing countries, which had
declined slightly during 1975, recovered by 17% in 1976. Their imports,
on the other hand, increased by only 4% in value (as compared with 7%
in 1975).

Given the positive economic performance and the high and sustained
growth rate of several Muslim countries during the last decade, and the
continual export surplus of the oil-exporting Muslim countries ac-
companied with big investment on economic and social infrastructure, it
is difficult for us to share, entirely, the first conclusion expressed in Dr
Kahf’s paper which says, ““This study shows that the Muslim world lives
within the vicious circle of poverty, underdevelopment and dependence
on international trade.” This seems to us too general a judgement.
Poverty and underdevelopment are not a general and common phenom-
enon in the destiny of the Muslim world. Certainly there are several
Muslim countries belonging to the poorest parts of the world and it will
be very useful to identity, classify them and consider how much a new
pattern of inter-Muslim trade could help to cure their states of poverty
and underdevelopment. No doubt, as Dr Kahf explains, a low trade-
integration index shows a low level of international trade relationships
among Muslim countries. Increasing the volume of inter-Muslim trade
can be a major aid factor, if it is seriously conducted, to the development
of poorer Muslim countries. The demand for their export commodities,
created by other Muslim countries and more favourable import terms
provided to them will certainly be very helpful to the economic growth
and prosperity of poorer Muslim countries. Long-term credit facilities
and joint venture investment are other means of contributing to this de-
velopment.

The aim of achieving a high level of trade relations among Muslim
countries will play a vital role in reshaping the international trade
patterns of these countries. At present the volume of commodities
exchanged among Muslim countries is minimal. The figures given in Dr
Kahf’s paper shows this situation clearly. He rightly proposes a diversion
of trade relations among Muslim countries and shows the necessity of a
change in their trading partners.

The heavy dependence on international trade in food imports for sev-
eral Muslim countries is a grave issue. A substantial increase in inter-
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Muslim trade could drastically diminish this dependence. Food import-
ing Muslim countries could shift their imports, wherever possible,
towards food exporting Muslim countries.

In many Muslim countries structural economic distortions are a major
factor in the persistence of high levels of trade deficit. The structural ad-
justments require new investment in economic and social sectors. The
growth of inter-Muslim trade will help the rapid economic development
of these countries as well as their structural adjustments. To attain the
goal of an ever-increasing trade among Muslim countries, a developed
transportation and communication system is an essential prerequisite. No
inter-Muslim trade development is possible without efficient land, sea
and air connections and up-to-date communications.

To these an effective information and banking system must be added.
Another area of action, in order to increase inter-Muslim trade, is “'stan-
dardisation”’. There is no doubt that standardisation can be an effective
element in reducing trade difficulties among Muslim countries. Where
applied on the international level, the standard acquires the characteristic
of a world language, it becomes one of the most important means in
developing international relations. The very purpose of these standards is
the elimination of the technical obstacles that slow down or render diffi-
cult the low of goods and services between countries. Setting up a stan-
dardisation organisation among Muslim countries will contribute
greatly to the growth of trade.

The examples of the European Economic Community and Comecon
show that well conceived, prepared and phased schemes of close econ-
omic cooperation and integration are possible and can make for rapid
economic growth and social progress.

This sort of economic integration and cooperation can change inter-
national trade patterns and open the way for more rational specialisation
among countries. The Muslim world needs it urgently and has the
capacity to realise it. These changes will make the inter-Muslim trade
patterns more appropriate to their needs.

21 Foreign Trade and Balance
of Payments of Muslim Countries

Mohammed Yeganeh

General Remarks

This paper deals mainly with recent developments in foreign trade and
balance of payments of 38 Muslim countries, comprising a total popula-
tion of about 650 million in mid-1976. The presentation is made mainly
in quantitative terms and attention is drawn to some of the major prob-
lems and potentialities of Muslim countries in this field, in the world set-
ting. For a better understanding of the role, evolution and problems of
foréign trade and balance of payments, especially in relation to the new
international economic order, it is considered useful to present a general
background on the evolution and main problems of foreign trade of the
Third World, including the Muslim countries, and also to provide a gen-
eral framework in terms of economic development of these countries.

Since it is not possible, in the context of this short presentation, to
resort to individual country analysis, an attempt has been made to pro-
vide aggregate data for these countries and to identify their common
problems and achievements. However, to make the analysis of survey
meaningful, in the light of basic differences and similarities among them,
the aggregate data have often been broken down among groups of coun-
tries, or sub-groups, and sometimes among individual countries. In order
to present comparable data, the information and statistics contained in
the paper are based mainly on publications of — or materials obtained
from — the United Nations, UNCTAD, IMF and IBRD, which usually
process country data for their comparability.

Introduction

At the outset, I must emphasise that Islam promotes the division of labour
and specialisation in production of goods and services and for this pur-
pose it encourages commerce, including international trade. In fact, the
great Prophet of Islam, Muhammad (may God bless him and grant him
peace) engaged in his youth in international trade between Arabia and
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the Byzantine Empire. Such specialisation in our economic activities
will enable us to maximise our output and consumption and obtain the
goods and services that we need, against the sale of surplus goods and ser-
vices produced by us.

Islam also promotes competition and free trade, but it is against hoard-
ing, monopoly practices, and exploitation of man by man. Furthermore,
Islam demands greater cooperation and collaboration among Muslims as
well as assistance to the needy. These are some of the principles of Islam,
which are of basic interest to the subject matter of this paper.

Evolution of International Trade and International Economic
Orders

In past centuries the world’s international trade was rather limited, on
the basis of present standards. This was due to the fact that our pro-
ductivity and output was low, and for production of goods and services
we relied on simple technologies and the limited energies of human
labour and draft animals. Thus, each community was self-sufficient to a
great extent in meeting its own requirements.

With the development of modern science and technology in Europe,
and their application to production processes, the Europeans started
learning and implementing the mass production systems, which were
based on mechanisation and the use of power generated by the utilisation
of coal, wood, water and subsequently petroleum and natural gas: more
recently, nuclear energy.

These new production systems involved two important prerequisites:
first, larger volumes of different types of raw materials and abundant
energy sources for expanding mechanised industries; and second, larger
markets for the sale of the rising output of these industries. Both of these
prerequisites were not considered to be adequate in Europe. Besides,
mechanisation had created unemployment — similar to today’s unem-
ployment resulting from increasing automation — which could be tack-
led by expanding markets at home and abroad. Furthermore, the nature
of new production systems and the interest of Europeans required that
access to the raw material resources and to the outlets for industrial goods
should be secure — raw materials to be obtained as cheaply as possible and
manufactured goods to be disposed of at relatively high prices.

How could this be achieved? The answer was the establishment of
political domination, colonialism, concessionary arrangements, elimin-
ation of competition for obtaining raw materials cheaply and selling
manufactured European goods expensively. The targets were clear: the
people of Asia, Africa and the New World (including the Muslim coun-
tries) and their rich natural resources and potentially huge markets —
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considering the size of population and their relative prosperity, particu-
Jarly in Asia. After political domination and cglumsamm, these coun-
cries, which are now being referred to as the Third World, were dcnlgd
new technologies, prevented from setting up their own industries
(except for processing of certain bulky raw materials which were diffi-
cult for transportation), and were prohibited from selling their p‘mducts
to other customers. Subsequently, the United States of America and
Japan, which had succeeded in breaking the European chains, joined the
ranks of industrialised countries of Europe.

Thus a new world economic system was born. It was based on appli-
cation of modern technologies and industrialisation in the Northern
countries; exploitation of the rich natural resources of the South and
their secure supply at cheap prices for the benefit of the North: and the
disposal of high-priced industrial goods of the North in the South. This
was a system without equity and justice, and based on exploitation by
men in a few nations of huge numbers of people in many other nations.
Such a system would undoubtedly lead to conflict, confrontation and
war. Even the colonisers had to fight among themselves to increase their
share of the cheap and abundant raw materials as well as to secure access
to markets for their exports — the result was two world wars.

This economic system continues to operate today in a somc_what
modified form — through the market mechanism and certain inter-
national economic institutions — despite the dismantling of colonial
empires after the Second World War. It must be admitted that the inter-
national rivalry among capitalist countries helped the strugglc of colon-
ised people for the early achievement of their political freedom a_nd
sovereignty. The United States, which emerged as the leader of the in-
dustrial countries after the Second World War, had very few colonies,
was emotionally against colonialism because of its own experiences, had
its rich natural resources and vast domestic market, but above all it had
been denied by European Empires access to raw materials and markets of
the South. Asa result, the U.S.A. pressed for a process of rapid decoloni-
sation by Europeans, while jealously preserving most of the underlying
principles of the international economic system. In fact._to strengthen the
system, the United States led the way for the cstabhshman of thl_'cc
major international economic institutions, in monetary, ﬁnam_".ial .and. in-
ternational trade fields, at Bretton Woods in 1944. These institutions
were the International Monetary Fund, the World Bank and GATT, all
with stringent rules for preserving the existing international economic
order. They were dominated in their management and policies by the in-
dustrialised countries, especially the United States of America. The
system was also strengthened by the expansion of international oper-
ations of the transitional companies and their protection by home
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governments; and it led to unprecedented prosperity for the industrial
countries of the North and stagnation or little progress for most countries
of the South — this resulting in an increasing gap between the rich North
and the poor South.

In the circumstances, the Third World countries, which had achieved
their political freedom, continued their struggle in the economic arena —
development, finance and trade — in the exercise of their sovereign
powers. The world witnessed the birth of such institutions as
UNCTAD, UNIDO, UNDP, Regional Development Banks, as well
as the passage of numerous resolutions by the United Nations General
Assembly concerning the exercise of sovereignty over natural resources,
transfer of resources from the rich North to the Third World, indus-
trialisation of developing countries, transfer of technology, development
targets for the First and the Second Development Dec;;dcs, etc. What
was the result of this increased struggle by developing countries and the
greater attention by the international community for the solution of the
problems of the Third World, including the Muslim nations, for achiev-
ing a decent standard of living for their people? According to
UNCTAD, between 1952 and 1972, the per capita annual income in
market economy countries increased (at 1973 prices) from $2,000 to
$4,000 (presently being over $5,000), while the increase for developing
countries was only from $125 to $300. In other words, an increase of
82,000 for rich nations and only $175 for the Third World in 20 years. It
should be noted that these averages cover the more rapidly developing
and middle income countries of Latin America and the Far East as well as
the oil exporting nations with relatively high income; otherwise the
average for most of the Third World population would fall below $150
per annum.

The collapse of the international monetary system, the increasing in-
ternational liquidity by the industrial countries to finance their deficits,
and the sharply rising world inflationary pressures, exasperated the
patience of the developing countries. Prices of raw materials which
started moving upward under the boom conditions by the market mech-
anism could also come down sharply under the recessionary conditions —
as they did subsequently. This system needed replacement, including the
climination of foreign economic domination. In order to safeguard their
interests on a continuing basis, the oil exporting countries of OPEC took
the initiative and established their sovereignty over their most important
natural resources, especially as regards its development, production,
trading and pricing policies and operations. The precious oil was being
burned as fuel ruthlessly and wastefully in industrialised nations, while
thousands of useful products could be manufactured from oil for the uti-
lisation and welfare of our people and humanity at large. These precious
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resources were being depleted so rapidly that we could see their end in
sight within 20 to 30 — maximum 40 years.

Why had this happened? Undoubtedly, it was largely due to the cheap
price of petroleum, established by the international oil companies, which
were controlling their resources. In fact, it was the cheap price of oil and
other raw materials from the Third World, including the Muslim
nations, which contributed a great deal to the prosperity of the North,
while the exporting nations suffered from the high prices of industrial
goods and low incomes. The price of crude oil which had been reduced
by international oil cartels by 20 per cent (from $2.18 a barrel in 1948 to
$1.80 in 1970) despite the rapidly increasing prices of industrial goods
had to be readjusted, through OPEC, to take account of oil’s replace-
ment cost and erosion of purchasing power of earnings from oil exports
due to world inflation. We could no longer afford exploitation of our
rapidly depleting resources at ridiculously low prices and compensating
for the failure of economic policies in industrialised countries or financ-
ing their prosperity at our own expense.

This situation led to the readjustment of oil prices by OPEC members,
the last major one taking place in Tehran in December 1973, which
raised the price of market Arabian crude to about $11.40 a barrel. In fact
the increase was less than the rise in price of wheat and some other food-
stuffs exported by the rich nations to developing countries. This action
taken on the exercise of sovereignty rights, and similar to many business
practices in the industrialised nations including the establishment of oil
prices by oil companies in the past, led to confrontation. condemnation
and even the consideration of economic and other sanctions by indus-
trialised countries against OPEC members. Thanks to the enlightened
leadership and solidarity of the oil exporting nations, these threats could
not adversely influence the oil exporting nations, and in fact the OPEC
members’ success provides hope and strength to other developing
nations in their struggle for changing the status quo in the existing inter-
national economic order in favour of an equitable and just order.

The Sixth and Seventh Special Sessions of the United Nations General
Assembly were convened to consider the problems of raw materials, the
development of the Third World and the establishment of a new inter-
national economic order. This led to the unanimous approval by U.N.
members, in the latter session, of a Declaration and Programme of
Action for a New International Economic Order. Iran, in cooperation
with the other developing nations played a major role in these proposals,
and pressed, inter alia, H.1.M. the Shah’s proposals for increased transfer
of resources to developing countries, and presented a specific scheme for
increased assistance of $2 billion to $3 billion per annum to developing
countries to be distributed equally by the industrialised countries and
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OPEC members and managed on a tripartite basis by the developed
nations, oil exporting countries and other developing nations. Though
no agreement was reached on this proposal at that time, except the estab-
lishment of a short-term emergency fund, a similar proposal by Iran sup-
ported by other OPEC members was approved for the establishment of
the International Fund for Agricultural Development. Iran also strongly
supported the establishment of the OPEC Special Fund for Assistance to
Developing Nations, and committed itself to more than $10 billion as-
sistance to other nations in different forms and through various channels,
despite its own increasing requirements for financial resources and its
resorting to international borrowing. In fact, H.LLM. the Shah, who has
brought to his country great successes in economic development and in-
dustrialisation, transforming an economically backward country into
the largest economy among the Muslim nations, has supported and con-
tinues to support strongly the rapid development of the Third World
and increased cooperation among the less developed countries. He be-
lieves if the present situation continues to deteriorate, we should expect
increasing struggles and confrontations between the rich and the poor,
leading perhaps to a world revolution by the poor.

However, the developed countries are not yet in a position to agree on
a more durable and equitable relationship with the Third World, even
for their own long-term interest. This was manifested in the fourth
UNCTAD Conference in Nairobi and more recently in the North-
South Dialogue of Paris, which achieved little result compared with the
magnitude of problems faced by the international community. As it
emerged in a secret cable sent by the U.S. State Department to the Dutch
Foreign Ministry in late 1976 and published in London on December 4,
1976, in the view of the United States the Paris Conference had been or-
ganised to exert pressures on oil exporting countries, especially through
the oil-importing developing nations. However, the solidarity of the
Third World with the oil countries continued, including agreement on
future energy consultation which had been demanded vehemently by
industrialised countries in order to participate in the oil decision-
making process. Now it is expected that the U.N. General Assembly
will consider the results of CIEC (Paris dialogues) in its resumed session
in September 1977 and will decide upon the future course concerning the
implementation of a programme of action on the establishment of a
new International Economic Order.

Recent developments

The foreign trade and balances of payments of the Muslim countries
play a major role in their economic development through the exchange
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of resources with the outside world, and the transfer of technology from
the economically advanced nations.

On the other hand, changes in international trade and payments of
these countries are influenced by their natural resources, their economic
conditions and policies, and the possibilities and problems of inter-
national trade and finance. Considering the similarities and diversities in
such factors among the countries concerned, their development per-
formance and trade evolution — including changes in volume, com-
position, direction and terms of foreign trade and balance of payments
conditions — have varied from one country to another or from a group of
countries to another.

As regards to similarities, it may generally be stated that the Muslim
countries belong to the group of the Third World developing nations —
facing the same overall developmental and trade problems. Economi-
cally, they are dependent on the production and export of a few primary
commodities, most of them with unstable market conditions, for the
import of required capital goods and other essential needs. Despite
increasing efforts and considerable progress made in a number of coun-
tries in recent years, they are generally at a low level of industrial devel-
opment, especially when one considers the contribution of the
manufacturing sector to their gross domestic product, to their supply of
technological and engineering goods, and especially to their foreign
exchange earnings. They carry out very little R and D activities, and asa
result they are primarily dependent on the transfer of technological
goods and know-how, generally at high costs, from the developed
nations — including the industrialised socialist countries. Their trade and
financial links are essentially with advanced market-economy nations —
and through limited cooperation with other groups of countries (includ-
ing Muslim countries, other developing nations or centrally planned
economies). They face the same international economic problems such as
the breakdown of the international monetary system, the world econ-
omic fluctuations, the high inflationary pressures of industrialised coun-
tries, increasing prices of their imports, erosion of purchasing power of
their export earnings, and deterioration in terms of their foreign trade.
Above all, they are dedicated to expedite their socio-economic progress
and to narrow the existing gap with developed nations by increasing
investment and training and the application of appropriate modemn
science and technology to their development efforts while safe-
guarding their rich religious and cultural heritage.

As compared with the above similarities, the Muslim countries are also
characterised by basic diversities, which affect the pace and pattern of
their development and trade growth. Natural resource endowment
varies sharply among these countries — or groups of them — especially as
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regards climatic conditions, water availability, agricultural development
potentialities and the variety and richness of mineral resources. The geo-
graphical location of some countries are more favourab_lc than others, as
regards economic development and trade. The size of population and
their density differs significantly among them — affecting the pressure of
population on available resources and the magnitude of market for dom-
estic output and imports as well as for surplus production and exports.
Differences in domestic output and income, foreign trade, and particu-
larly financial and foreign exchange resources for savings and investment
— among Muslim countries — have become more striking in recent years.
Internal policies for economic development and foreign trade also differ
considerably from country to country —extending from laissez faire atti-
tudes to policies of mixed economies or centrally planned and regulated
economies, which have, again, their impact on the mobilisation of re-
sources, rate of growth and pattern of development and trade. Finally,
the changes in international demand for different products, as well as the
economic and trade policies of industrial countries, affect in varying de-
grees the production, trade, and balance of payments condition of the
Muslim countries.

The foregoing similarities and diversities in the economic conditions
of the Muslim countries and substantial potentialities in most of them for
rapid economic growth, especially in the light of their sizeable natural,
human and financial resources, offer great possibilities for extending
economic trade and financial cooperation among them in various forms.
There are potentially large areas of basic common interests and economic
complementarity among them which dwarf the prevailing superticial
economic or political differences. Steps have been taken through bilat-
eral relationships, regional arrangements and international organisations
to promote such cooperation, Bilateral relations among Muslim coun-
tries in the fields of trade and finance have continued to expand in recent
years, opening possibilities for greater cooperation. Such intergovern-
mental organisations as the Arab League and RCD (Regional Cooper-
ation for Development organised by Iran, Pakistan and Turkey) have
provided a framework for multilateral and collective cooperation, and
their limited successes indicate possibilities for wider, more sustained
economic cooperation. Common interest and solidarity with other
developing nations have led to close collaboration among these countries
in international forums in large numbers of areas, especially in the fields
of development, trade and finance, and more particularly for the estab-
lishment of a new equitable international economic order and the re-
structuring of international trade, finance and monetary system. The
striking successes of OPEC, comprising 11 Muslim countries out of 13
members, which have inspired the other developing nations in their
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economic struggle, and the resultant increase in transfer of resources to
the Muslim countries, may be considered as a shining example of what
can be achieved through cooperation and solidarity.

General Economic Performance

In recent years the Muslim countries have substantially improved their
combined position in the world’s output and trade and international fin-
ance by achieving high rates of economic growth. However, their per-
formance has greatly varied from country to country and. as a result, the
disparities among them have continued to widen — especially as regards
the rate of economic growth, industrialisation, foreign trade, financial
and foreign exchange resources, and the general welfare of their people
as a whole. While a number of them have achieved considerable pro-
gress in closing their income gap (but not development gap) with indus-
trialised nations, a large number with most of the Muslim population
suffer from low income and saving, economic stagnation or a dismal rate
of growth, deterioration in their foreign trade and increasing external
indebtedness.

The major factor for such rapid economic development has been the
concentration of the greater part of discovered hydrocarbon resources of
the world in a number of Muslim countries, the shifting of the rising
world energy demand towards the increased hydrocarbon utilisation. In
fact, 22 out of 38 Muslim countries included in this presentation, possess
hydrocarbon resources, but in a number of them such resources and their
export carnings are very small in relation to the size of population —
hence their economic impact is rather limited. At any rate, it would not
be erroneous to state that the high rate of economic growth and increas-
ing prosperity in most of the rapidly developing Muslim countries has
been mainly at the expense of fast depletion of their hydrocarbon natural
assets. On the other hand, the majority of Muslim countries are faced
with similar unfavourable conditions for their economic development as
other developing nations of the Third World, such as low income,
saving, investment and productivity; rapid growth of population; scar-
city of skills; high cost and sometimes unavailability of appropriate
modern technology; instability of the international commodity markets;
restrictions on exports of their manufactured goods to industrialised
countries; deteriorating terms of foreign trade: inadequate capital
inflow; increasing external debt burden; and the malfunctioning of the
international economic system.

To demonstrate the economic performance of the Muslim countries
and to avoid misleading conclusions from generalisations they have been
divided in this study into two major groups: Oil Exporting Countries,
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and Other Countries — the criteria for such distinction being that petro-
leum production and export play a predominant role in the economies of
the former group. Whenever necessary, each group has been divided
into sub-groups, on the basis of their income. Countries with average
annual per capita income of over $2,000 are considered as High Income
Countries; those with per capita income of $350 — $2,000 are defined as
the Middle Income Countries; and those below $350 per capita average
yearly income are taken as Low Income Countries.

Table 1 summarises the economic performance of the Muslim nations
within the above groups and sub-groups. Out of 640 million people
living in Muslim countries in mid-1975, about 44 per cent were in Oil
Exporting Countries and 56 per cent in others. Approximately 2.3 per
cent of these people resided in High Income Countries; 23.4 per cent in
Middle Income Countries; and 74.3 per cent in Low Income Countries.

The combined GNP of the Muslim Countries at market prices was
$316 billion in 1975 — about two-thirds of which was derived in Qil-
Exporting Countries and one third in others. The combined average per
capita of these countries, in the same year, was $495s, or $724 for oil ex-
portersand 3314 for others —ranging from under $100 in lowest income,
least developed, countries to over $10,000 in a few highest income spar-
sely populated Oil Exporting Countries.

During 1965—73, the Muslim countries achieved a high average annual
rate of economic growth of 7.8 per cent — or 9.3 per cent for oil exporters
and 5.0 per cent for other countries. The average rate of growth for low
income non-oil exporting countries, comprising 42 per cent of popula-
tion of Muslim countries, was only 3 per cent; and many of them, such as
Bangladesh, Chad, Niger, Senegal, Sudan and Upper Volta, experi-
enced declining per capita income. On the other hand, the Oil Export-
ing Countries achieved a high increase in their income, especially after
the oil price adjustment of 1973—74.

Evaluation of Foreign Trade

Foreign trade of the Muslim countries, as a whole, has achieved spec-
tacular growth since 1970, especially as regards exports. As Table 2
shows, the imports of these countries increased from $4.9 billion in 1948
to $16 billion in 1970 and $81 in 1975, while their exports rose from $4.7
to 821 billion and $115 billion during the corresponding period. Conse-
quently the share of Muslim countries’ imports in the total world
imports, after declining from 7.7 per cent in 1948 to 4.9 per cent in 1970
rose to 9.0 per cent in 1975; and the share of their exports following a de-
crease from 8.2 per cent to 6.7 per cent, between 1948 and 1970, jumped
to 14.9 per cent in 1974 and declined to 13.0 per cent in 1975. As will be
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seen later a large part of the increase in value of imports and exports of
the Muslim countries, especially after 1970, reflected the increasing
prices of goods due to world inflation. Despite this, the trade growth in
real terms, for Muslim countries as a whole, remained substantial.

In fact, the foregoing trend has been influenced largely by increased
exports of petroleum, and the 197374 readjustment of oil prices. As‘ are-
sult, the exports of oil exporting countries have jumped from $2.1 billion
in 1048 and 815 billion in 1970 to $99 billion and $125 billion, respective-
ly, in 1975 and 1976 — raising their relative share in world exports from
3.7 per cent to 11.3 per cent, between 1948 and 1975. Such an over-
whelming expansion of exports has enabled the oil exporters to raise
their imports from $1.8 billion in 1948 and $8.3 billion in 1970 to about
852 billion in 1975, which are equal to 2.8 per cent and 5.7 per cent of
world imports, respectively, in 1948 and 1975.

However, the experience of non-oil exporting countries has been
rather different, and similar to the evolution of foreign trade of other
developing nations. Their exports increased from $2.6 billion in 1948 to
$6.1 billion in 1970 and $15.4 billion in 1975 — but their relative share in
total world exports continued to decline from 4.5 per cent in 1948 to 1.9
per cent in 1970 and 1.7 per cent in 1975. The imports of these countfies
showed a faster growth rate than their exports — rising from $3.1 billion
in 1948 to $7.7 billion in 1970 and $29.2 billion in 1975. As a result the
relative share of their imports, in the world’s total, which had declined
from 4.9 per cent to 2.3 per cent, between 1948 and 1970, rose to 3.3 per
cent in 1975 (involving a rate of growth somewhat higher than that of
other developing nations). _

Looking at the evolution of the foreign trade of Muslim countries
from the point of view of relative importance of each group, it may be
noted that the share of oil exporters in the total imports of Muslim coun-
tries rose from 37 per cent in 1948 to 52 per cent in 1970 and 64 per cent in
1975 — indicating a corresponding decline in the share ofnon-_oil export-
ing countries. Exports registered an even greater shift in relative import-
ance, the share of oil exporters going up from 45 per cent in 1948 to 71
per cent in 1970 and 87 per cent in 1975 —as compared with the decline in
the share of other Muslim countries from §5 per cent in 1948 to 13 per
centin 1975.

The foregoing divergent trend was also pronounced in the trade bal-
ances of the Muslim countries. While there was a striking improvement
in the trade balance of the oil-exporting group, the situation deteriorated
sharply for other countries as indicated by balance of payment figures
(given in Table 1) and foreign trade returns (provided in Table 2). Ac-
cording to the latter data, while exports covered 84 per cent of imports of
non-oil exporters in 1948 and 79 per cent in 1970, they met only 53 per
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cent of their import costs in 1975. On the other hand, the trade surplus of
oil exporting nations rose from the equivalent of 14 per cent of their
exports in 1948 to 45 per cent in 1970 and 48 per cent in 1975 — about 75
per cent of this surplus attributable to high income oil exporting coun-
tries in 1975.

With the exception of petroleum, the evolution of the foreign trade of
the Muslim countries reflects the conditions of international trade for
developing nations as a whole. With reference to exports these countries
have faced the weakness of commodity markets — as regards both de-
mand and prices — and restrictions on exports of manufacturers from
developing countries in industrial nations. It may be noted that over a
period of 20 years, ending in the early 1970’s, the volume of trade in pri-
mary commodities (excluding petroleum) increased an average of 4.5
per cent per annum as against 7.5 per cent growth for the world trade as a
whole —the corresponding figures for value of trade being 5 per cent and
8.5 per cent. Imports, on the other hand, have been affected by increasing
requirements for capital goods, rising food demand, a growing need for
intermediate and other imports as well as their rapidly rising prices.

This development also reflects the international economic structure
and division of labour, which are unfavourable to developing countries
—and hence their struggle for the restructuring of the international econ-
omic system and the establishment of a new international economic
order.

Direction of Foreign Trade

As stated earlier, the foreign trade of Muslim countries is carried out
mainly with industrial nations, which have continued to strengthen their
relative positions, especially as regards imports of Muslim nations. Trade
with developing countries, including the oil exporting nations, which
constitute the second-ranking trading partners of the Muslim countries,
has continued to expand rapidly, but its share has changed very little in
recent years. On the other hand, trade with centrally planned econ-
omies, which made considerable progress during the 1960’s, has declined
in its relative position during the first half of the present decade.

Tables 3A and 3B contain data on exports and imports of Muslim
nations by major groups of countries, for 1970 and 1975. The breakdown
of these data, by individual Muslim countries, is given in Tables 4A and
4B for exports and in Tables sA and §B for imports. Developed coun-
tries accounted for 73.5 per cent of exports of the Muslim nations in 1970
and 75.8 per cent in 1975. The bulk of these exports consists of petro-
leum, the demand for which continued to remain strong despite the re-
adjustments of its price in 1973—74. The share of developed countries in
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exports of non-oil exporting Muslim countries was lower than for oil ex-
porters, accounting for 55 per cent for the former countries as compared
with 79 per cent for the latter in 1975. In terms of va]u._ucr exports of
Muslim nations to developed countries rose from $15.5 billion to $87.0
billion between 1970 and 1975 — the share of oil exporters in t_hc total of
such exports increasing from 79 per centin 1970 to 9o per cent in 1975.

As regards imports, the share of developed countries, rose from 71 per
cent to 76 per cent (or from $11.3 billion to $61.1 bllhon)'bctwcen 1970
and 1975 — the major part of the increase rcsgltmg from imports by oil
exporting countries. Even for non-oil Musllm'nz}tmns, the developed
countries played a more important role in their imports as _compar'cd
with their exports — 70 per cent versus §§ per cent in 1975. Wlth contin-
uation of this trend in recent years, the trade deficit of non-oil exporting
Muslim countries with developed nations rose sharply from $1.8 billion
in 1970 to $12.0 billion in 1975, while the trade surplus offn]_—export'crs
with the same group went up from $4.2 billion to $25.9 billion during
the same period. . _ _ '

Concerning the trade of Muslim countries with developing nations
(including Muslim countries), exports to the latter group jumped from
$3.8 billion to $23.7 billion between 1970 and 1975 —again larg§ly due to
the increase in exports by oil-exporting nations, which r'fnscd th(flr
exports from $2.2 billion to $19.2 billion. Imports of Muslim nations
from the Third World, on the other hand, while rising sharply, showed
a somewhat lower rate of growth as compared with exports — increasing
from $2.9 billion to $14.3 billion, between 1970 and 1975. Thxs_ situation
led to a greater deterioration in the balance of trade ofdeveloplnlg coun-
tries with Muslim nations — their deficit increasing from $0.9 billion in
1970 to $9.4 billion in 1975. In fact, the trade deficit of the non-oil ('ie‘vc-
loping countries with Muslim oil exporters increased from $8s0 rmllxlon
in 1970 to $11.0 billion in 1975, despite a great effort by the Iathr to in-
crease their imports from them. Oil exporters have extended assistance to
most of these countries, directly or through multilateral channels, to
enable them to continue their energy imports, especially in the case of
those that have faced deterioration in the terms of trade or balance of
payments. _

Expansion of trade of Muslim with Centrally Pianch Economics had
lost momentum, and as mentioned earlier, declined in relative import-
ance — exports to them from 6.7 per cent of total exports of Mushm
countries to 3.3 per cent, and imports from them in total Muslim imports
from 9.8 per cent to 6.0 per cent between 1970 and 1975- However, in
terms of current prices, Muslim exports to these countries 1ncreaseld from

$1.4 billion in 1970 to $3.8 billion in 1975 — only 37 per cent of this _tradc
originating in oil countries, which indicates the relative self-sufficiency
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of these groups of countries in meeting their own energy requirement,
mainly through intra-group trade in the past. Despite this, exports of oil
countries to this group increased from $295 million in 1970 to $1.4 bil-
lion in 1975, reflecting largely the oil price readjustment. The rate of in-
crease of exports from other Muslim countries to this group, in terms of
value, was much less—i.c. from $1.1 billion to $2.4 billion between 1970
and 1975.

Imports of Muslim countries from the Centrally Planned Economies
showed a three-fold increase at current prices — from $1.6 billion in 1970
to $4.8 billion in 1975. The oil exporters accounted for 46 per cent of this
trade, and unlike other groups with which it had trade surpluses, showed
a deficit with this group — rising from $205 million in 1970 to $786 mil-
lion in 1975. There was also a deficit of $240 million in trade of other
Muslim countries with this group in 1975, as against a surplus of $39
million in 1970.

Trade Among Muslim Countries

Inter-Muslim trade constitutes only a small portion of total foreign trade
of Muslim countries, and despite its considerable increase in recent years,
it has declined in relative importance. This trade, looking at it as exports
of each Muslim country to other Muslim countries, increased from
$1,350 million in 1970 to $6,100 million in 1975 — at f.0.b. prices (see
Table 6). But considering it as imports, the increase was from $1,535 mil-
lion to 87,115 million during the same period (at c.i.f. prices) — the dif-
ferences reflecting mainly the cost of freight and insurance. In relative
terms, the share of inter-Muslim exports in the total of their exports
declined from 6.4 per cent to 5.3 per cent, and the share of imports from
9.6 per cent to 8.8 per cent between 1970-1975.

Similar to the general trend of a sharp rise in their foreign trade, the
oil-exporting Muslim countries increased their trade with other Muslim
countries much more rapidly — their exports and imports rising 5 times
between 1970 and 1975 as compared with corresponding rise of 4.2 times
for exports and imports of non-oil countries to Muslim countries. This
situation led to the strengthening of oil exporters in inter-Muslim trade,
from 53 per cent to 59 per cent for exports and from 45 per cent to 48 per
cent for imports during the period 1970—75.

It must be noted that this inter-Muslim trade also covers re-exports,
which include the goods not originating in Muslim countries or the
goods not destined for utilisation in these countries. Such re-exports,
comprising goods with limited value added from transformation in case
of raw material trade, account for between 40 and so0 per cent of the
inter-Muslim trade.
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Composition of Foreign Trade

The composition of exports and imports of Muslim countries reflect their
economic structure, their stage of development, their priorities in re-
source allocation and the problems of international trade. Considering
the predominant role of agriculture and/or mining in their economies
together with the early stage of their industrial development and the re-
strictions involved in exports of manufactured goods, the exports of
Muslim countries consist largely of minerals, agricultural raw materials
and foodstuffs. Their imports, on the other hand, comprise mainly capi-
tal goods and other industrial products (for input or consumption), fol-
lowed by foodstuffs and some raw materials for their expanding
industries.

Tables 7—10 provide data on composition of exports and imports as
well as their breakdown by major commodities or commodity groups
for Muslim countries with their division into oil exporting and other
countries, covering the years 1970 and 1974. Drastic changes can be
noted in Tables 7 and 8 in the structure of exports of the Muslim coun-
tries. In 1970, these exports consisted of 62 per cent, mineral fuels; 18 per
cent, raw materials; 10 per cent, food and beverages; and 10 per cent in-
dustrial goods (largely non-ferrous metals): but in 1974 the share of min-
eral fuel had increased to 85 per cent, while the share of all other
commodity groups had declined to 8 per cent for raw materials; 3 per
cent for food and beverages; and 4 per cent for industrial goods.

Undoubtedly, this structural change, in terms of value, was largely the
result of the readjustment in oil prices, but it was also due to the expan-
sion of the domestic market for other products and the world economic
recession which reduced the exports of food, raw materials and other
commodities. In fact, in non-oil Muslim countries, while the share of
exports of mineral fuel during the period under consideration rose from
7 to 11 per cent, the share of food declined from 21 to 18 per cent, and the
share of raw materials from 46 to 45 per cent whilst the share of industrial
goods remained constant at 26 per cent due to increasing volume of re-
exports of goods imported from industrial countries and exported to
other Muslim nations.

With respect to imports, their composition and major breakdown are
given in Tables ¢ and 10. Industrial goods accounted for 72 per cent of
total imports of Muslim countries in 1970; food for 15.5 per cent; raw
materials for 7 per cent; and fuel for 5.5 per cent. However, by 1974, the
share of imports of industrial goods and raw materials had declined
respectively to 69.3 and 6.2 per cent; while the share of food and fuel had
increased to 17.4 and 7.1 per cent respectively.

There were naturally some differences between the composition of
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imports of oil exporting and other Muslim countries, which reflected
differences in their economic structure, allocation of resources and other
factors. In 1974, industrial goods accounted for 76 per cent of imports of
oil countries as compared with 61 per cent for others; food 16 per cent
versus 20 per cent; raw materials § per cent against 8 per cent; and fuel 4
per cent compared to 11 per cent.

The available data on the composition of exports and imports of
Muslim countries and their recent changes indicate the increasing de-
terioration and vulnerability of these nations in their foreign trade. De-
pendence on petroleum exports has reached its highest limits, while the
proved reserves are depleting very rapidly and most of it will be exhaus-
ted by the end of this century. Exports of other raw materials, with the
major exception of tin, suffer from the weakness and instability of inter-
national markets. There are many obstacles, on the sides of both supply
and demand, restricting exports of manufactured goods — even the
export of those in which the Muslim countries do have absolute advant-
age for production and exports to the world markets. Similarly the de-
pendence of the Muslim countries continues to increase on imports of
foodstuffs, fuel and especially industrial goods at rising prices. It should
be noted that the imports of Muslim countries, as a whole, increased by
$31.1 billion (from $15.4 billion to $46.5) billion) between 1970 and
1974 — of which 68 per cent was due to increase in price and volume of
industrial goods; 18 per cent, food; 8 per cent, fuel; and 6 per cent, raw
materials.

The corresponding price and volume of imports for non-oil countries
was 813.4 billion — resulting from sg per cent for industrial goods; 21 per
cent for food; 13 per cent for fuel; and 7 per cent for raw materials.

Terms of Foreign Trade

There are no comprehensive data available on terms of foreign trade of
Muslim countries, with the exception of some incomparable figurcs fora
few countries. However, a number of international organisations such as
UNCTAD, IMF and the World Bank collect data on movement of
commodity prices in international markets and also on price or unit
value indices of imports and exports, which enable the construction of
terms of trade for groups of countries. OPEC has also started recently
compilling data and constructing import price indices for oil expurtin;i_r.
countries.

Table 11 presents, on the basis of UNCTAD data, unit value indices of
exports and imports, terms of trade and index of purchasing power of
exports for major groups of countries — namely, developed countries, oil
exporting nations and other developing countries. The data covers the
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period of 1960-1975, and takes the 1954—56 average as equal to 100,
except for oil exporting countries, for the exports of which the base year
is taken to be 1948. It may be assumed that the trend presented in this
table would also be, more or less, valid for a comparable group of the
Muslim countries.

It is seen from the data that the trend in unit value of exports and
imports of all the three major groups of countries has continued to in-
crease — the growth being accelerated after 1970, which reflects the in-
flationary pressures originating in developed countries, However, with
respect to exports the increase in unit value of exports of oil exporting
and other developing countries have always lagged behind the corre-
sponding increase for developed nations except for the years 1974 and
1975 for oil exporters and only the year 1974 for other developing coun-
tries. As regard imports also similar unfavourable conditions may be
detected, throughout 1960-1975, by higher unit values for imports of
both oil exporting and other developing countries as compared with unit
value imports of developed nations.

This unfavourable development for the Third World has led countries
to a deterioration in their terms of trade, with the exception of
1974—1975 for oil exporting countries. On the basis of 1954—56 average
base period as equal to 100, the terms of trade of non-oil developing
countries fluctuated between 79 and 94, the index having sharply
declined from 88 in 1974 to 80 in 1975, due to sharply rising prices of in-
dustrial goods and declining prices of raw materials. Such a deterioration
amounted to the loss of approximately $14 billion (equal to 10 per cent
of the value of imports of non-oil developing nations) for these coun-
tries in 1975 alone from the year earlier —and a loss of about $28 billion
on the basis of 1954—56 prices. This situation has been similar for oil
exporting nations until 1973. During the period 1960—73 their index of
terms of trade varied between 76 and 93, but this untenable situation
prompted the Governments of oil exporting countries to take action
through OPEC for safeguarding their interest against imported in-
flation from the industrial nations and realigning the oil prices with the
production cost of alternatives — which would in turn encourage oil
conservation for more noble uses and provide incentive for develop-
ment of other energy resources. As a result of the readjustment of oil
prices in 1973—74, the terms of trade of oil exporters increased from 88
in 1973 to 218 in 1974, but declined to 200 in 1975 because of more
rapidly rising prices of industrial goods.

The foregoing unacceptable situation has obliged the Third World
countries to intensify their efforts, especially after the recent OPEC
successes, for the restructuring of the international trade system. The
Sixth and Seventh Special Sessions of the United Nations General
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Assembly, the Fourth UNCTAD, the North-South Dialogue of Paris —and
many other international endeavours have been devoted to this major
task. Undoubtedly, the struggle will continue in the future for the reor-
ganisation of commodity markets, through such schemes as the
UNCTAD'S integrated programme for commodities, including the es-
tablishment of a Common Fund for buffer stock financing, commodity
agreements, domestic reprocessing of raw materials, compensatory fin-
ancing of export shortfalls, etc. Similarly, efforts are expected to con-
tinue for achieving concessions and liberal treatment by developed
countries for exports of manufactures from developing nations.

Table 12 is given to show changes in prices of various major com-
modities of interest to developing countries as well as the index of unit
value of manufactures, exported by developed nations. The foregoing
trends of unit value are also confirmed by these prices.

Balance of Payments

As developing countries with low income and foreign exchange savings,
the Muslim nations, as a whole, relied to a considerable extent on transfer
of real foreign resources from outside for acceleration of their develop-
ment. This was achieved through foreign direct investment, external
borrowing (mainly by public sectors), and foreign aids and grants. With
the increasing volume of oil exports from a number of Muslim countries
and their price readjustment, the oil exporting countries experienced
considerable surpluses in their balance of payments in recent years — this
is expected to persist in the years to come, causing perhaps some prob-
lems both for the countries concerned and for the international com-
munity. However, it must be noted that these surpluses result from the
production and export of oil from a few countries with small population
and low absorption capacity of their income beyond their own needs;
and they represent the transformation of real assets into financial assets —
perhaps at one-half of their replacement costs at the present time.

Tables 13 and 14 provide data on balance of payments of the Muslim
countries. According to Table 13, the current account balance of the
Muslim countries as a whole, following a deficit of $1.2 billion in 1970
and small surpluses in 1971 — 73, showed a large surplus of $55 billion in
1974 — declining to $24 billion in 1975 by increasing absorption capacity
in oil countries for investment and expenditure. However, these sur-
pluses originated only in oil exporting countries, while the current
account balances of other Muslim countries continued to show increas-
ing deficits (86.5 billion in 1975 as compared with $13 billion in 1970)
with the exception of 1973, when they benefited from a considerable rise
in prices of their commodity exports and registered a small surplus of
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$400 million. The Middle and Low Income Qil Countries, which his-
torically, were deficit countries but experienced surpluses after 1973,
gradually returned to their deficit position, their surpluses declining
from %21 billion in 1974 to $2.5 billion in 1975 and most of them resorted
to international borrowing in 1976. On the other hand the surpluses of
High Income Oil Countries continued at high levels within the range of
830 billion to 835 billion in more recent years.

It may be noted that High Income Oil Countries, while benefiting
from large trade surpluses, their service receipts and payments were in
deficit, and there were also large transfers abroad from these countries.
The Middle and Low Income oil countries, on the other hand, showed
much larger deficits in their service operations and very little deficit or
surplus in their transfers. The other Muslim nations, however, experi-
enced large deficits in their trade, small deficits in their services, but sub-
stantial surpluses in their transfers.

Capital accounts of the Muslim countries showed substantial deficits
for High Income Oil Countries in recent years; mixed performance for
the Middle and Low Income Oil Countries (their surpluses turning into
deficits between 1973 and 1975); and increasing surpluses for non-oil
countries —rising from $1.5 billion in 1970 to $4.7 billion in 1975. In fact
capital outflow from oil exporters jumped to $14 billion in 1974 and $11
billion in 1975.

The net result of balance of payments accounts was to increase the
foreign assets, especially foreign reserves, of the Muslim countries. Even
non-oil countries improved, substantially, their position in the recent
past, with the exception of 1974 and 1975. Middle and Low Income Qil
Countries also experienced a deficit of $2.9 billion in their overall bal-
ance in 1975 after the surpluses of previous years. Consequently the
foreign reserves of oil countries jumped from $4.1 billion to $57.2 billion
between the end of 1970 and 1976, as compared with the corresponding
rise for non-oil countries from $2.7 billion to $9.5 billion. This resulted
in an increase in the share of Muslim countries in the world’s total
foreign reserves from 7.3 per cent in 1970 to 26.2 per cent in 1975. In ad-
dition to their foreign reserves, a number of Muslim countries had made,
and continue to make, substantial investments abroad, especially in in-
dustrial market economies, where they can acquire reasonable returns
and safety for their assets. However, there will always remain certain
political and economic risks for these assets as shown by past inter-
national financial experiences.

Another aspect of the balance of payments of the Muslim countries is
their increasing external public indebtedness and the rising burden of
their foreign debit servicing. The disbursed external public debt of the
Muslim countries increased from $16.5 billion to $34.7 billion between
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the end of 1970 and 1974 and their total servicing from $1.7 billion in
1970 to $3.8 billion in 1974. The High Income Qil Countries had no
external public debt, but such indebtedness of Middle and Low Income
Oil Countries rose from $6.8 billion in 1970 to $17.1 billion in 1974 — a
much faster rise than that of non-oil countries. It should also be stated
that the terms and conditions of these foreign loans continued to deterio-
rate, especially for the oil exporting countries. In order to assist the deve-
loping-nations, especially the non-oil deficit Muslim countries, the oil
exporters have extended to them substantial amounts of loans and cre-
dits, at easy terms, and grants. Such assistance has amounted to nearly 3
per cent of GNP of oil countries in recent years (as against 0.35 per cent
from developed countries to developing nations), and is carried out
either directly or through multilateral schemes. For this purpose the oil
countries have set up, within the OPEC umbrella, a special fund for as-
sistance to developing countries, have sponsored the establishment of an
International Fund for Agricultural Development, have pledged sub-
stantial contribution to the UNCTAD Common Fund, have been
making contribution to IDA resources and IMF Trust Fund, and partici-
pating in IBRD and IMF schemes for transfer of resources to developing
countries, In addition, the o0il countries have set up elaborate organisa-
tions themselves for such assistance, and it is hoped that they will con-
tinue to expand it in future, especially those which are in a better
position to do so.

T—

TABLE 1
Population, GNP, Foreign Trade, Balance of Payments, and External Public Indebtedness of Muslim Countries

Other Countries

Oil Exporting Countries

Grand
Total

Low

Middle

income?

Middle Low

income®

High

Total

income®

Total

income®

incomet

Unit

Description

POPULATION

Foreign Trade and Balance of Payments

3579 639°1

2697

‘2

88

2812

2051

614

147

million

Total, mid-1975

25

22 25 25 25 25

33

29

per cent

Growth rate, 1965-73

GNP, MARKET PRICE

Total, 1975

3162
495

112°5
314

675
765

2037
724

552
269

81-3
1,322

672
4,576

billion $
dollars

167

Per capita average, 1975
Growth rate, 1965-73

104 96 104 64 27 48 83

155

per cent
per cent

7:8

93 8-8 93 64

12°4

Growth, annual rate, 1965-73

Growth, per capita,

53

25

o5

68 39

66

oS

per cent

annual, 1965-73

EXPORTS

21'1

1147

444

61
154

155

2-7
55
104

14
99
195

15

2+4
15
524

a7
309
557

billion 8
billion $
per cent
per cent
dollars

Total, 1970

993
561

534
574

Total, 1975

Growth, 1970-75

363
180

137
43

123
20

147

113

48-8
353

2741
73

38

503

795
3,638

Share of GNP, 1975

Per capita export, 1975

IMPORTS

16

T7

203

281

33
122
267

83
515
521

21
I1-2

444

35
2079

492

27

19°4
618

billion %

Total, 1970

808
405

17'1
292

billion $
per cent
per cent
dollars

Total 1975

Growth, 1970-75

249

256
126

261
2

272
45

257 202 2 253
55 183 194

340

28-9
1,322

Share of GNP, 1975
Per capita imports, 1975
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TABLE 3A ) N
Exports and Imports of Muslim Countries by Major Groups of Countries, 1970 (in millions of US
dollars)

To Centrally Qil Other
Developed  Planned Exporting Developing  Not
From Countries Economies Countries Conntries Specified Total
EXPORTS
Oil Exporting
Countries 12,217 295 230 1,999 280 15,030
Other Countries 3,303 1,109 339 1,246 71 6,068
TOTAL 15,520 1,404 569 3,245 360 21,008
IMPORTS
Oil Exporting
Countries 6,258 500 243 1,149 141 8,201
Other Countries 5,058 1,070 535 050 81 7,703
TOTAL 11,316 1,570 778 2,108 222 15,994
BALANCE
Qil Exporting
Countries 5,950 —20% —13 850 148 6,739
Other Countries — 1,755 39 — 196 287 — 10 — 1,635
TOTAL 4,204 — 166 — 200 1,137 138 5,104

Source: Compiled from data published by IMF.

TABLE 3B N
Exports and Imports of Muslim Countries by Major Greups of Countries, 1975 (in millions of US
dollars)

To Centrally Oil Ovther
Developed  Planned Exporting Developing  Not
From Conntries Economies Conntries Countries Specified  Total
EXPORTS
Qil Exporting
Countries 78,537 1,408 1,408 17,770 204 00,324
Other Countries 8,416 2,373 1,703 2,792 130 15,434
TOTAL 86,973 3,778 3,111 20,562 334 114,758
IMPORTS
Oil Exporting
Countries 40,663 2,191 1,426 6,787 425 51,402
Other Countries 20,300 2,613 2,539 3,515 164 29,221
TOTAL 61,053 4,804 3,965 10,302 589 80,713
BALANCE
Oil Exporting
Countries 37,874 — 786 —1I8 10,083 —221 47,832
Other Countries  — 11,954 240 —H36 — 723 — 134 — 13,787
TOTAL 25,920 — 1,026 — 854 10,260 — 255 34,045

Source: Compiled from data published by IMF.
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TABLE 4A

Exports of Muslim Countries to Econ. Groups of Countries, 1970 (in millions of US dollars)

Conntries

OIL EXPORTING
COUNTRIES
Algeria
Bahrain
Brunci
Gabon
Indonesia
Iran

Iraq

Kuwait
Libya
Nigeria
Oman

Qatar

Saudi Arabia
U.AE.
TOTAL

OTHER COUNTRIES
Afghanistan
Bangladesh
Cameroon
Chad

Egypt
Gambia
Guinea
Jordan
Lebanon
Malaysia
Mali
Mauritania
Morocco
Niger
Pakistan
Senegal
Somali
Sudan

Syria

Tunisia
Turkey
Upper Volta
Yemen A.R.
Yemen P.ID.R.
TOTAL

GRAND TOTAL

Developed
Countries

8358
1199
1674
829
8o1°0
1,907°0
8440
1,596'7
2,2004
1,004'3
4167
197°4
1,740°0
2894
12,2169

280
2007
219
1520
144
40°1
oI
312
964°2
10°2
760
38405
206
3557
110°2
85
1469
840
1250
4304
83
o4
896
3,302°9
15,5198

Centrally
Planned
Economies

805

o6
24
1060
458

335
87
4807

12
34
I2'1
12474
o7

523

1359
o1
846
567
2009
929
04

09

o1
1,109°5
1,404'T

il

Exporting
Countries

24
10°0

12

320
12°1
21§
o4
oI
20

s }4]
139°0
78
2303

07
76

283

110
79°3
426
04
02
180
64
597
16°7
84
12-4
256
16°2
oI
3z
3392
569'5

Other
Developing
Countries

681
308
84-8
352
2735
4200
1927
3008
860
97:0
25
o1
3750
232
1,998:7

21°1

143
59
110°8
o3
05
1006
451
55576
221
244
251
45
1724
342
42
54°5
499
10°0
490
9'3
s
4247
1,246°0
3.244°7

Total
Exports

1,008-8
1616
1012
1212

1,108:3

2,465°0

1,105°2

1,920

2,1605°6

1,293°3
42173
2074
2,430°0
3204
15,0297

846
2314
2047
7735
147
42°4
341
183°3
1,686°8
355
001
4827
317
7237
1515
KRoK]
2984
2030
1839
5885
18-8
28
1457
6,068-1
21,0078

Source: Compiled from data published by IMF; total exports include unspecified countries.
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TABLE 4B

Exports of Muslim Countries to Econ. Groups of Countries, 1975 (in millions of US dollars)

Countries

OIL EXPORTING
COUNTRIES
Algeria
Bahrain
Brunei
Gabon
Indonesia
Iran

Irag

Kuwait
Libya
Nigeria
Oman

Qatar

Saudi Arabia
U.A.E.
TOTAL

OTHER COUNTRIES
Afghanistan
Bangladesh
Cameroon
Chad

Egypt
Gambia
Guinea
Jordan
Lebanon
Malaysia
Mali
Mauritania
Morocco
Niger
Pakistan
Senegal
Somali
Sudan

Syria
Tunisia
Turkey
Upper Volta
Yemen AR,
Yemen P.D.R.
TOTAL
GRAND TOTAL

Developed
Countries

38800
6229
9479
8186

54180

15,1610

47381

$,701°2

4,816:8

6,584°1

1,240'4

1,016°7

22,0830
5.507°0
78,5366

62
1478
3402

387
4527

479
109°9

124
179°9

2,241-8

180

1968
1,050:8

68-8
374°1
3291

150
2599
5740
6357
9858

183

29
260°6
8,436:2
86,9728

Centrally
Planned
Economies

414
51§
43°5

8500
107§
19°5

1400

2422
12'8

3’5

3237

88-3
o6
48

1296

1961
72°1

131°%
03

58

52
2,372°9

3,7782

Oil
Exporting
Conntries

144
1859
03
80
108:0
18-y
3972
03
47
360
s8y0
450
1,407°5

93
287
272
137
1077
39
442
6G00°g
1276
23
31
56:9
o8
2757
46
442
448
637
951
132°4
a6
160
1,703'4
3,110:9

Other
Developing
Countries

805
2545
1470
2302
1,507'8
2,620'0
1,948'5
2,429°0
91273
1,265°8
121-8
4279
5,538
1863
17,770°5

4373
1083
356
64
140°6
18
146
400
2487
1,194°0
209
10°1
1273
41
32674
783
152
64'5
574
450
1512
2244
16
481
2,805-8
20,5763

Total
Exporis

4,438-0
1,107°3
1,004°9
1,053°2
6,981-7
18,2830
7.123°4
8,7404
$,706°9
7:999°3
1,366-9
1,4803
28,2100
5,7383
99,3236

1632
3363
440°5
603
1,§51°0
517
1380
152'8
1,169°3
3,805°6
540
2135
1,572'S
737
1,064°5
412°6
792
4988
9639
857°5
1,400°0
41°0
109
3300
15,4486
114,772°2

Source: Compiled from IMF data; total exports include unspecified countries.
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TABLE 5A

Imports of Muslim Countries from Econ. Groups of Countries, 1970 (in nullions of US dollars)

Countries

OIL EXPORTING
COUNTRIES
Algeria
Bahrain
Brunei
Gabon
Indonesia
Iran

Iragq

Kuwait
Libya
Nigeria
Oman

Qatar

Saudi Arabia
U.A.E.
TOTAL

OTHER COUNTRIES
Afghanistan
Bangladesh
Cameroon
Chad

Egypt
Gambia
Guinea
Jordan
Lebanon
Malaysia
Mali
Mauritania
Morocco
Niger
Pakistan
Senegal
Somali
Sudan

Syria

Tunisia
Turkey
Upper Volta
Yemen AR,
Yemen P.D.R.
TOTAL

GRAND TOTAL

Developed
Countries

1,042°8
1269
299
735
7174
1,416°0
2671
435°0
416-2
8957
141°2
431
4570
1958
6,258-2

431
200°1
382
3634
137
505
101§
3590
8233
254
351
5423
404
8566
142-6
27'4
150°1
176°1
254'4
6970
32
14°8
62-5
5,057'9
I1,316°1

Centrally
Planned
Economies

833
3°3
o1

191

1010
136-0

521

197

637
22

19°0

5004

384
52
1-1

269°5
36
2:8
252
66§
1066
90
1'0

88-3

1y
127:8
46
41
oy

961

229

1183
o3

54

108
1,0703
1,570°7

Oil

Exporting
Countries

02
1334

10
150

22'2
1°1
29

185
7

290
79

2427

2:8

1003
81
134

03

84
4000
2012
07
10
17°0
16
616
42
20
60
248
20
46°3
o0
o6
82-5
5354
7781

Other

Developing
Countries

100°1
236
453
46
2073
1520
972
1120
732
H9-8
52
11-0
2050
230
1,149'3

17:7

17°6
154
1339
2:8
16
401
689
2673
97
3'3
372
80
560
337

643
50°5
249
270
143
1000
452
9590
2,108-3

Total

1,256'9
2839
785
801
1,001I°$
1,6840
5050
6219
5548
1,058'7
1649
640
‘71000
22607
8,290'0

109°5

2420
650
7881
2004
550
1837
5346
1,401°0
448
559
6857
584
1,102°0
1907
451
2875
3597
3057
8886
471
317
2010
7,7032
15,994'1

Source: Compiled from data published by IMF.
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TABLE 5B
Imports of Muslim Countries from Econ. Grotps of Countries, 1975 (in millions of US dollars)
Centrally Oil Other

Developed Planned Exporting Developing
Countries Countries Economies Countries Countries Total
OIL EXPORTING
COUNTRIES
Algeria 5,385°6 1486 65 6426 6,383-2
Bahrain 42096 307 6452 74'4 1,188-g
Brunei 732 45 o8 179-8 2583
Gabon 5478 34 06 379 589-8
Indonesia 3,676°1 70°% 36-8 1,004'6 5,150°3
Iran 8,662'0 6010 1230 9600 10,3460
Irag 2,428:5 4794 13°4 6344 3,557°2
Kuwait 1,815°4 1534 355 3767 2,385°7
Libya 3,4737 1638 11 4916 4,330°5
Nigeria $5,410°6 1922 142 407°5 6,039 4
Oman 657°1 04 94°1 112°3 8639
Qatar 4816 12-8 276 601 5821
Saudi Arabia 5,550°0 111°0 2070 1,306-0 7,176°0
U.A.E. 2,071°§ 1077 22046 319°5 2,622°3
TOTAL 40,662-7 2,191°4 1,426°4 6,787-4 51,4916
OTHER COUNTRIES
Afghanistan 155°1 486 403 490 2031
Bangladesh 9773 1380 837 1607 1,368-7
Cameroon 5006 139 373 33°1 5062
Chad 676 15 279 2674 1234
Egypt 3.386'8 5909 316 3371 4,346'4
Gambia 342 119 — 8-6 581
Guinea 1233 8-8 o2 19°9 154'3
Jordan 3875 58:6 82-8 1054 732'§
Lebanon 1,662°5 223'4 212+3 2377 2,330°0
Malaysia 2,2377 1646 3670 7558 3,526°1
Mali 1106 20°5 T4 ' 815 2230
Mauritania 1782 24 03 147 1958
Morocco 1,8380 2656 1752 3467 2,631°2
Niger 1301 2-1 12°5 19°§ 1642
Pakistan 1,352°5 1772 4175 2430 2,190°2
Senegal 4139 23°3 56-8 82-4 5764
Somali 1253 258 10§ 460 2076
Sudan 6684 1059 268 2064 1,007°5
Syria 1,033°0 3000 727 2454 1,702°7
Tunisia 1,167-0 753 892 843 1,421-8
Turkey 31,5040 2844 7276 2218 4,737°8
Upper Volta 100°§ 58 12 389 1464
Yemen AR. 1446 4317 189 867 2939
Yemen P.D.R. Bz2-5 104 1648 54'S 3122
TOTAL 20,3902 2,612°5 2,658-7 3.514'5 20,3414
GRAND TOTAL 61,0529 4,8039 4,085'1 10,3019 80,8330

Source: Compiled from data published by IMF.
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e
TABLE 6A ] - )
Export Trade Among Muslim Countries, 1970 & 1975 (in million US dollars)
o 1970 1975

il Qil

Exporting  Other Exporting  Other
Countries Coeuntries  Countries  Total Countries  Countries Total
OIL EXPORTING
COUNTRIES
Algeria 2°4 47 71 41 111 152
Bahrain 10°9 33 14°2 1850 2243 208-2
Brunei - 827 82:7 - 366 36°6
Gabon "1 53 G4 o1 38-4 385
Indonesia — 36-3 36°3 8-0 12004 128-4
Iran 32:0 710 103°0 1080 1340 2420
Iraq 101 1216 131-7 187 837:6 8563
Kuwait 21°5 500 721 1072 2081 6953
Libya o4 89 93 - 977 977
Nigeria o1 28 29 [+ 30°3 304
Oman 21 o1 22 40 83 12'9
Qatar 09 24 33 36r0 3-8 39°8
Saudi Arabia 140°0 780 2180 590°0 4850 1,0750
U.AE. 78 225 3ol 450 743 11973
TOTAL 2293 4902 719°5 1,397'7 2,197°9 3,595'6
OTHER COUNTRIES
Afghanistan o7 5 82 3 22°4 31°7
Bangladesh He == — 288 19°4 48-2
Cameroon 79 31 11°0 269 10°4 373
Chad 1-8 04 22 137 07 14°4
Egypt 276 48:6 762 1076 563 1639
Gambia — o1 o1 -— o7 o7
Guinea -— 0'2 o2 39 67 106
Jordan 116 11°5 231 44°3 312 755
Lebanon 793 340 1133 544'3 208-4 7527
Malaysia 42°3 89 §1°2 126°4 5075 1859
Mali o3 69 72 23 17 40
Mauritania 02 2-1 23 I o1 32
Morocco 17°9 60 239 56-8 019 1187
Niger firg o5 60 o8 o4 12
Pakistan 596 320 916 2754 79°1 3845
Senegal — 2 29 46 477 523
Somali 167 34 20°1 406 77 483
Sudan 84 183 267 446 262 70-8
Syria 123 484 607 638 552 1190
Tunisia 255 2:2 277 050 316 12606
Turkey 16°3 40°0 5600 1322 109°9 242°1
Upper Volta o1 o6 o7 — 12 12
Yemen AR - I'5 15 00 12 18
Yemen P.D.R. 32 14°1 17-3 160 18°3 343
TOTAL 3381 2038 6319 1,641°0 8579 2,408-2
GRAND TOTAL 5674 7840 1,3514 3,078-7 3,0558 6,004'5

Source: Compiled from data published by IMF.
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TABLE 6B
Import Trade Among Muslim Countries, 1970 & 1975 (in million US dollars)
1970 1975
Oil Oil
Exporting  Other Exporting  Other
Countries Countries  Countries  Total Countries  Countries  Total
OIL EXPORTING
COUNTRIES
Algeria 02 37 39 63 542 605
Bahrain 1333 78 141°1 0451 130 G581
Brunci — 11-1 111 o8 31-8 326
Gabon o1 16 17 o6 229 235
Indonesia — 2007 207 368 467 835
Iran 160 600 760 1240 2140 3380
Iragq 3-8 586 624 134 2033 2167
Kuwait 232 542 774 35°S 140°§ 1760
Libya o8 479 487 11 2891 2002
Nigeria 20 g5 21°% G4 4002 466
Oman 185 2% 21°0 043 183 1126
Qatar 77 55 132 276 350 626
Saudi Arabia 290 1440 1730 206:0 799-0 1,005°0
U.A.E. 70 75 154 2206 11577 3363
TOTAL 2425 444°6 6871 1,418'5 2,023'7 3,442°2
OTHER COUNTRIES
Afghanistan 2:8 3-8 66 40°3 14°0 54°3
Bangladesh — - — 836 369 12075
Cameroon 102 97 19°9 353 111 464
Chad 75 34 109 279 62 341
Egypt 133 47'3 606 36 1430 1746
Gambia 03 05 o8 - 2:9 2:9
Guinea — 12 12 2'3 162 185
Jordan B4 202 376 Bz2-8 Bo6 1634
Lebanon 390 485 88-4 2100 132°0 342°0
Malaysia 201+3 49 206-2 3670 10°3 3773
Mali o2 5°2 54 o8 126 134
Mauritania 1°0 33 43 05 -2 117
Morocco 1§°2 126 278 1753 17°8 193°1
Niger 28 33 61 21°3 31 244
Pakistan 615 332 947 417°5 949 512°4
Senegal 40 -8 58 56°2 21'0 772
Somali 2:0 18 3-8 10°§ 37 142
Sudan 61 18-2 24'3 26°7 67-9 046
Syria 248 426 674 72:6 125§ 1981
Tunisia 20 49 6rg 892 253 114°5§
Turkey 461 12-8 5809 7248 1323 8571
Upper Volta 02 30 32 03 49 52
Yemen AR, 06 84 90 189 23§ 42°4
Yemen P.D.R. B3-6 140 976 1648 13°4 1782
TOTAL 5338 3136 B47°4 2,660-2 1,010°3 3,670°'5
GRAND TOTAL 7763 7582 1,534'5  4,0787 3,034:0 7,112°7

Source: Compiled from data published by IMF.

Foreign Trade and Balance of Payments

259

TABLE 7
Composition of Exports of the Muslim Countries,* 1970 and 1974* (in millions of US dollars)

Oil
Exporting
Trem Countries
o Food 526
1 Beverages, Tobacco 157
2 Raw Materials 914
3 Fuel, Mineral 12,347
4 Animal, Vegetable
Oil & Fat 118
5 Chemicals 81
6 Basic Manufactures 217
7 Machinery SI
§ Manufactured goods,
others 36
v  Unclassified 33
TOTAL 14,480
o Food 36
1 Beverages, Tobacco I'1
2 Raw Materials 63
3 Fuel, Mineral 853
4 Animal, Vegetable Oil
& Fat o8
s Chemicals 06
6 Basic Manufactures 15
7 Machinery 04
8 Manufactured goods,
others 02
9 Unclassified o2
TOTAL 100°0

1970
Other
Countries  Total
1,083 1,600
143 300
2,529 3443
392 12,739
184 302
100 181
1,004 1,316
136 187
147 183
58 91
5,871 20,351
18:5 79
24 1°5
431 16:9
67 62:6
31 15
17 og
18:7 G5
23 o9
25 09
10 o4
100°0 1000

Qil
Exporting
Conntries

929
204
2,133
93,493

395
551
735
174

83
93

98,790

Percentages
o9
02

22
940

¥

[TREN I O

&
o
o
&

o
oI

-

1000

1974

Other

Countries

2,008

316
5:377
1,464

782
289
2,004
4006

675
77

13,578

154

243
396
108

58
21
154
30

50
o6

100-0

Total

3,027
520
7510
04,057

1,177
840
2,829
580

758
170

112,368

27
o5
o7
845

0
o7
25
(o3

o7
o2

100°0

Source: Compiled from data given in the UN Yearbook of International Trade Statistics, 1974 and 1975.

! For country coverage see Table 4A.

* For a few countries, data for carlicr years have been used due to lack of up-to-date trade figures.
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TABLE 8
Composition of Exports of Muslim Countries by Commodities 1970 and 1974 (in millions OFUSdOIIars)

1970 1974

Qil Oil
Exporting  Other Exporting  Other

Commoditics Countries Conntries  Total Countries Countries Total
Fish & preparations 14 112 126 92 222 314
Cereals 1z 134 146 37 429 466
Fruits & vegetables 112 354 466 177 g5k 1,135
Tea, coffee, cocoa 312 48 360 481 97 578
Qil seeds 526 117 043 1o 197 307
Rubber 274 565 839 533 1,188 1,721
Wood lumber 154 289 443 F01 683 1,474
Crude fertilisers 13 181 104 3i2 1,200 1,572
Cotton, wool & other

fibres %0 1,038 1,118 g1 1,390 1,481
Metallic ferrous 176 199 375 178 293 471
Petroleum & products 12,2560 373 12,620 03,028 1,444 94,472
Natural gas 54 15 69 286 18 304
Vegetable o1l & fats 118 182 300 305 772 1,167
Petroleum chemicals —- — —_ 268 — 268
Fertilisers 1z 28 40 144 92 236
Textiles and yarns 8z 544 626 191 046 1,137
MNon-ferrous metals 55 35% 410 155 691 1,046
Clothing 15 50 6% 23 295 318
Miscellancous 215 1,287 1,502 1,208 2,604 3,002
TOTAL 14,480 5,871 20,351 98,790 13,579 112,369

Source: Compiled from UN Yearbook of International Trade Statistics, 1974 and 1975.
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TABLE 9 o )
Composition of Imports of the Muslim Countries' in 1970 and 1974* (in millions of US dollars)
-
1970 1974
Oil Oil
Exporting  Other Exporting  Other

Tt Countries Countries  Total Countries Countries  Total
o Food 954 1,237 2,191 3.851 3,906 7,757
1 Beverages, tobacco 73 104 177 158 180 338
5 Raw materials 286 502 788 870 1,150 2,020
3 Fuel, mineral 249 502 841 9u8 2,313 3,311
4 Animal, vegetable oil

& fat 107 179 286 343 515 858
5 Chemicals 685 812 1,407 2,170 2,177 4,347
6 Basic manufactures 2,243 1,481 3,724 7.114 4,217 11,331
7 Machinery 2,780 2,084 4,863 8,519 5,455 13,974
% Manufactured goods,

others 510 302 812 1,301 755 2,056
9 Unclassified 101 84 185 400 62 462

TOTAL 7,988 7,377 15,365 25,724 20,730 46,454
Percentages

o Food 119 16:8 14'3 150 18-8 167
1 Beverages, tobacco 09 14 1-2 06 09 o7
2 Raw materials 36 68 51 34 56 4°4
3 Fuel, mineral 31 80 5% 39 11°2 7I
4 Animal, vegetable oil

& fat 13 24 19 13 2:5 1-8
5 Chemicals 86 110 07 84 1005 94
6 Basic manufactures 281 20°1 242 277 2003 24'4
7 Machinery 348 28-3 316 131 263 jot
8 Manufactured goods,

others 64 41 53 51 36 44
9 Unclassified 13 1’1 12 15 03 10

TOTAL 1000 1000 100°0 1000 1000 1000

Source: Compiled from data given in the UN Yearbook of International Trade Statistics 1974 and 1975.
1 For country coverage see Table 4A.

®For a few countrics, data for carlier years have been used due to lack of up-to-date trade
figures.
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TABLE 10

—_—

Composition of Imports of Muslim Countries by Commodities, 1970 and 1974 (in millions of Ug

dollars)

Commodities

Dairy products & eggs

Cereals

Fruits & vegetables

Sugar

Tea, coffee, cocoa

Tobacco

Wood lumber

Cotton, wool & other
fibres

Crude fertilisers

Petroleum & products

Vegetable oil & fat

Chemical elements

Dyes and paints

Medical products

Fertilisers

Plastics

Rubber manufactures

Paper

Textiles

Non-metallic mineral
products

Iron and steel

Non-ferrous metal

Machinery, non-
electrical

Electrical machinery

Transport equipment

Clothing

Instruments & watches

Miscellaneous

TOTAL

1970
Oil
Exporting  Other
Countries Countries  Total
130 102 232
296 6oy Qo3
113 125 238
106 160 266
127 148 275§
54 79 133
68 99 167
68 111 179
37 49 86
231 553 784
04 136 230
96 158 254
79 78 157
201 153 354
34 126 160
T4 76 150
105 79 184
173 136 jog
547 378 925
190 107 297
778 457 1,235
94 94 188
1,341 998 2,339
631 356 987
Bo8 G686 1,494
117 44 161
133 95 228
1,263 1,187 2,450
7,983 7,377 15,365

Oil
Exporting  Other
Countries Countries  Total
362 238 600
1,795 1,744 3,539
597 234 610
587 735 1,312
207 349 556
129 140 269
258 237 495
349 204 643
135 134 269
979 2,196 3,175
3 393 706
422 477 899
222 265 487
437 283 720
325 373 698
302 266 568
266 174 440
484 411 895
1,315 666 1,981
730 276 1,006
2,944 1,628 4,572
282 331 613
3,913 2,566 6,479
1,869 1,047 2,916
2,737 1,842 4,579
329 117 446
398 245 643
3,251 3,067 6,318
25,724 20,730 46,454

Source: Compiled from UN Yearbook of International Trade Statistics, 1974 and 1975.

TABLE 11

Unit Value Index of Exports and Imports, Terms of Trade and Purchasing Power of Exports of Major Groups of Countries, 1960-1975

(1954-56 average = 100)

|5
'%"..ﬁ
P REQ
i =]
| =¢
g&‘*
=
5
&

Other

Qil

Terms of Trade'
(Index)

Other

Imports
(Unit value index)

Other il

Oil

Exports
(Unit value index)
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Note: The base year has been recomputed from 1970 = 100 to 1954-56 = 100.

1 Unit value index if exports divided by unit value index of imports.

Source: UNCTAD, Handbook of International Trade and Development Statistics, 1976.
2 Value index of exports deflated by unit value of imports.
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f these countries, the latter assumed

3 1948 has been used as the base year and data constructed from the oil prices and unit value of other exports o

to be similar to that of other developing countries.
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TABLE 12 ?A_Bf_E f__fu"””i“i . B . o
Annual averages of free marker prices of selected primary commodities, 1950-1977 (In US dollars Commodity 1972 iars i i = 19??_
per metric ton) January
T ——— _—_— - — = — at 1 211 1¢ 1
Commodity 1950 1955 igho 1905 1970 1971 ;\KI:: 112 3:; 542 3;:; z?; ;:;
Sugar 160 208 654 495 293 240
Wheat 70 65 63 66 63 64 cogﬂ‘cc 1,248 1,598 1,716 1,792 3510 5.4:4
Rice 144 142 128 137 143 130 Cocoa 712 1,419 2,169 1,681 3,180 4,874
Sugar 110 71 69 46 81 99 Tea 1,051 1,058 1,401 1,383 1,565 2,110
Coffee 1,175 1,424 989 1,069 1,249 1,080 Pepper LITI 1,278 1,812 1,970 1,015 2,400
Cocoa 707 827 626 381 754 591 Tobacco 1,792 1,871 2,139 2,325 2,370 2,515
Tea 1,130 1,570 1,431 1,279 1,093 1,054 Soyabean oil 245 438 833 563 439 502
Pepper 3,609 990 1,292 1,054 1,274 LI3I Groundnuts 259 400 590 440 416 537
Tobacco b = - - 1,806 1,646 Groundnut oil 426 §44 1,081 861 741 933
Soyabean oil 326 204 223 270 290 jos Copra 143 143 664 253 257 377
Groundnuts . 205 189 197 206 228 256 Coconut oil 248 500 973 395 352 472
Groundnut oil 418 288 327 325 378 446 Palm kernel 116 260 460 206 203 316
Copra 226 1o 202 226 #23 100 Palm oil 217 376 672 433 407 456
Coconut oil 292 267 312 347 379 353 Olive oil 940 1,365 2,179 2,324 —_ —
Palm kernel 189 143 144 179 168 145 Linseed oil 205 558 1,124 743 629 768
Palm oil 190 226 224 273 260 262 Cotton 818 1,360 1,465 1,214 1,730 1,877
Olive oil 619 608 585 662 699 729 ‘Wool 2,975 6,987 4,915 3,857 3,960 4,420
Linsecd oil 323 247 258 214 226 194 Jute 204 284 330 3;;1 296 299
Cotton 1,058 819 655 636 675 789 Sieal 246 535 1,079 580 469 505§
Wool 4,320 2,843 2,425 2,446 1,960 1,785 Hides 641 1,753 1,496 084 1,282 1,443
Jute = — = = 270 B2 Rubber 331 686 762 656 794 8os
Sis;al 404 224 272 241 156 180 Woaod?! 109 156 143 166 168 151
Hides —_ — — = 355 436 Manganese ore 61 76 116 139 147 150
Rubber 778 820 780 505 408 340 Teon ora 108 o1 123 148 143 14°4
Wood! — — — — 93 93 Aluminium 590 599 765 868 903§ 1,075
Manganese ore 53 87 %0 78 53 64 Copper 1,070 1,780 2,058 1,234 1,425 1,418
Iron ore 86 13 11§ 1ot 9'3 10°6 Lead 302 429 592 417 455 567
Aluminium 314 460 512 540 614 6206 Zinc 378 845 1,240 745 710 704
Copper 493 968 678 1,289 1,415 1,081 Tin 3,764 4,811 8,180 6,876 7.610 10,210
Lead 203 202 199 317 304 253 Phosphate rock 117 137 52§ 68 448 44
Zine 328 250 246 511 296 309 Petroleum crude 18-2 243 857 853 916 101
Tin 2,055 2,040 2,195 3,880 3,674 3,501 Manufactures
Phosphate rock — 1471 128 -2 7 X7 exported by
Petroleum crude 16-1*% 143 138 133 13°3 162 developed
Manufacturcs countries 113 133 162 182 —_— —_—
exported by
developed
countrics —_ 79 B4 88 100 10§

Source: UNCTAD: Handbook of International Trade and Development Statistics, 1976
and IMF: International Financial Statistics, April 1977.

! Price for cubic metres.

2 1048 price.

Note: For specifications of commodity quotations, see the above publications.
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TABLE 14
Balance of payments of Muslim Countries, 1970 and 1975 (in nullions of US dollars)
1970
Current Capital
Trade Services, Transfers,  Account Flows, Owverall
Country Balance net net Balance net Balance
OIL EXPORTING
COUNTRIES
Algeria — 65 —316 42558 —126 + 46 — 8o
Bahrain — 83 =) —_ —74 + 87 +13
Gabon 74 — 81 +4 —3 8 +5
Indonesia — 83 — 201 66 —310 4322 412
Iran -+ 561 — 1,072 +4 — 507 4311 — 196
Iraq 635 — 536 +2 -+ 101 — 107 —6
Kuwait +- 421 -+ 268 —279 + 410 —127 +283
Libya + 1,723 — 020 — 158 + 645 + 40 4685
Nigeria +333 — 764 + 63 — 368 £330 -29
Oman -+ 89 —_— — { 8o —11 +78
Qatar 4196 {—66) _ (+130) (—128) (+2)
Saudi Arabia 41,130 — 729 —1330 471 416 + 87
U.AE. -+ 86 —23 — 63 — 62 +1
TOTAL + 5,015 — 4,521 —373 - I2X + 734 +8s5
OTHER COUNTRIES
Afghanistan —30 —4 -5 —39 +35 —4
Bangladesh = — —_ = 2 =
Cameroon 414 —21 +5 — 30 L5 +29
Chad —13 — 15 430 +2 +1 43
Egypt — 374 — B8 + 308 —154 + 10 — 144
Gambia +2 —3 +2 +1 f-2 +3
Guinea — — — -— — —-
Jordan — 129 —1 4114 —I6 +7 —Q
Lebanon! — 157 431§ +29 —13 4170 +157
Malaysia 349 —z82 —359 -+ 8 5 413
Mali — 14 —7 +20 —1 — —1
Mauritania +-25 -33 -+ 30 —35 43 —2
Morocco —137 — 60 +73 — 124 -+ 140 +16
Niger —22 —7 + 2 — +12 12
Pakistan — 538 — 248 4119 — 667 549 —118
Senegal — 88 1+ 19 +133 —16 +32 416
Somali —15 +6 +3 -6 +:£3 7
Sudan +13 —355 —_— — 42 + 21 — 21
Syria — 162 + 82 -+ 10 —70 -+4- 46 -24
Tunisia —138 +27 458 —$3 +79 k26
Turkey —262 — 143 -+ 335 —70 + 276 -+ 206
Upper Volta —30 —6 +45 +9 +3 +14
Yemen AR (—77 - (+72) (—3) + 30 423
Yemen P.D.R. — 84 + 28 +57 + 1 —9 —8
TOTAL — 2,095 — 476 +1,281 — 1,290 41,486 -+ 196
GRAND TOTAL 42,920 — 4,997 -+ goB — 1,169 +-2,220 -+ 1,051
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TABLE 14 continued
1975
Current Capital

Trade Services, Transfers,  Account Flows, Overall
Country Balance net net Balance net Balance
OIL EXPORTING
COUNTRIES
Algeria — 837 ~ 1,185 + 445 — 1,577 1,254 —323
Bahrain -26 + 14 — +8 +110 4118
Gabon + 300 — 493 — 10 — 113 160 47
Indonesia + 1,394 — 2,496 + 49 — 1,053 -+ 604 — 449
Iran + 4,035 —oI2 —19 4,004  —4,437 —433
Iraq 1,082 — 1,170 — 462 + 1,450 1,920 — 479
Kuwait +-6,121 (+863) (—r1,172) k5812 — 1,843 + 3,059
Libya + 2,315 — 2,563 —2319 — 487 — 1,087 — 1,574
Nigeria -4 3,260 — 2,879 — 128 + 262 ~72 + 190
Oman + 16 —5 +23 + 34 —1I8 + 16
Qatar +- 1,407 —235 — + 1,172 — 547 k625
Saudi Arabia - 19,808 — 510 2,208 -+ 17,000 — 600 - 16,400
U.A.E. -+ 5,062 726 — 303 + 4,033 - 2,400 41,633
TOTAL -+ 46,036 —12,277  —4,024 {30,635 10,905 19,730
OTHER COUNTRIES
Afghanistan 13 +3 —12 —42 4107 +65
Bangladesh — 856 ~ 149 +417 — 588 597 “+9
Cameroon -~ 120 —33 — 15 -~ 168 110 ~ 58
Chad — 03 — 59 469 53 + 30 —23
Egypt —2,902 +205 1,134 — 1,473 398 ~ 1,076
Gambia 413 7 +3 411 +13 +14
Guinea -+ 66 — 02 +o 17 +17 —_
Jordan — 440 468 L 479 -107 L 48 + 165
Lebanon! — 932 655 +75 —202 - 202 —
Malaysia } 447 — 583 - 53 — 18y 243 + 64
Mali — 0% - $7 - 102 — 50 41 — 49
Mauritania —18 72 + 52 — 38 - 14 — 52
Morocco —748 — 31z + 516 544 + 523 —2I
Niger — 44 —19 b 54 —g 415 +6
Pakistan — 1,174 -272 408 — 1,038 - 824 214
Senegal ~ 185 46 + 69 — 70 + 50 ~20
Somali — B8 — 21 L1rg 10 416 26
Sudan — 345 138 ~4 —487 134 ~353
Syria f28 4117 + 727 L 216 L 8o 206
Tunisia 445 132 b131 — 182 4149 —13
Turkey -2,860 -438 L 1,446 — 1,852 + 046 006
Upper Vol — 108 (—33) (+122) (—19) (+12) —7
Yemen AR 385 1- 46 + 503 + 254 486 + 340
Yemen P.D.R, — 186 421 +57 —108 -4 85 —23
TOTAL 12,1290 Qo2 + 6,500 — 6,531 -+ 4,681 — 1,850
GRAND TOTAL i 34,807  — 13,179 12,476 24,104 - 6,224 | 17,880

Source: Data have been compiled from IMFE Publications.
Note: Data in brackets are estimates.
! For Lebanon 1974 data have been used duc to lack of 1975 data.
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TABLE 15
Foreign Reserves of Muslim Countries, 1970 and 1970 (end of period) (in millions of US
dollars)

1970 1976

Foreign Reserves

Country Toral Exchange  Gold SDR in IMF Total
OIL EXPORTING
COUNTRIES
Algeria 330 1,676 223 5 39 1,988
Bahrain 71 431 6 —_— 5 442
Brunei — —_ .- — — —
Gabon 15 119 — 5 3 127
Indonesia 160 1,492 2 g —_ 1,499
Iran 208 7,447 152 7% 1,160 8,834
Traq 462 4,370 167 32 32 4,601
Kuwait 203 839 227 —_ 863 1,920
Libya 1,590 3,099 99 — 7 3,205
Nigeria 222 4,721 23 71 388 5,203
Oman 127 260 —_ — — 260
Qatar 18 102 8 — 19 129
Saudi Arabia 662 24,337 125 — 2,563 27,025
U.AE. — 1,834 — — 132 1,066
TOTAL 4,077 50,727 1,032 238 5,211 57,208
OTHER COUNTRIES
Afghanistan 47 ITL 38 — 155
Bangladesh — 270 — —_ 289
Cameroon 81 31 —— — 42
Chad 2 10 — - 12
Egypt 167 216 99 24 = 339
Gambia 8 16 — 2 20
Guinea — e — = — —
Jordan 256 444 32 7 492
Lebanon 386 1,200 373 - 2 1,575
Malaysia 664 2,215 67 76 62 2,420
Mali 1 4 - — 7
Mauritania 3 81 — — 82
Morocco 140 455 24 12 —_ 491
Niger 19 75 - 83
Pakistan 190 429 66 37 _ 532
Senegal 22 24 — — 25
Somalia 21 75 — § 5 85
Sudan 22 24 — — —_ 24
Syria 55 405 32 14 459
Tunisia 60 340 5 1 371
Turkey 431 957 145 21 — 1,123
Upper Volta 36 62 — 4 71
Yemen A.R. 50 715 — 3 720
Yemen P.D.R. 59 118 1 — 123
TOTAL 2,720 8,277 882 265 116 9,540
GRAND TOTAL 6,797 59,004 1,914 503 5,327 66,748
TOTAL WORLD 93,247 184,048 40,933 10,010 20,511 255,502

Source: IMF, International Financial Statistics.
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TABLE 16
External Public Debt of Muslim Countries, 1970-1974 (in millions of US dollars)
1970
Outstanding
Including Disbursed Principal Interest Total

Countries disbursed only payments payments  Service
OIL EXPORTING

COUNTRIES

Algeria 1,465°5 937°0 329 97 42:6
Gabon 1247 9o-8 8-8 25 113
Indonesia 3,511°1 2,807'7 557 21.3 770
Iran 4,081-2 2,100°8 2346 838 3184
Traq 458°3 2737 17:7 93 27'0
Nigeria 690°§ 4587 352 186 53-8
TOTAL 10,331'3 6,824-7 3849 1452 530°1
OTHER COUNTRIES

Afghanistan 6970 529°3 14°0 89 229
Bangladesh - — —_ — -
Cameroon 2346 130°3 45 45 90
Chad 456 330 1-8 o4 2:2
Egypt 1,866°4 1,431°9 2139 375 2514
Gambia 106 51 o1 001 011
Jordan 1732 119'6 27 -8 45
Malaysia 5548 3656 320 21°1 531
Mali 2878 236°2 o7 04 11
Mauritania 403 273 30 o3 33
Morocco 9526 7128 3157 234 591
Niger B5es 358 15 o8 23
Pakistan 4,5619 3,060°1 11375 76°3 189-8
Senegal 144°4 102'7 46 I°4 60
Somalia 1098 787 0§ 04 09
Sudan 3357 2771 173 124 29'7
Syria 2079 1699 284 46 3130
Tunisia B45'8 $24°0 443 17'3 616
Turkey 2,6026 1,840°5 128-8 42°4 171°2
TOTAL 13,846'5 9,6800 647°3 2539 901°2
GRAND TOTAL 24,177-8 16,5055 1,032'2 3991 1,431°3
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TABLE 16 continued

1974
Outstanding
Including Disbursed Principal Interest Total
Conntries dishursed only payments payments Service
O EXPORTING
CO UNTRIES
Algerial 0,003°1 4,5269 2490 2094 459'8
Gabon 439°T 4274 317 10°7 42°4
Indonesia 8,606-0 58973 229-8 106°3 1361
Iran 6,604°4 5,134°8 1,090°8 248-8 1,339°6
Iraq 6700 407-2 100°Q 137 1146
Nigeria 1,078:5 7517 3170 352 722
TOTAL 26,4911 17,1453 1,740°1 6246 2,364°7
OTHER COUNTRIES
Afghanistan 1,506°3 7706 289 106 394
Bangladesh! 2,580 1,621°7 539 139 678
Cameroon §70°1 200-8 165 o-8 263
Chad? 1633 695 49 13 62
Egypt 3,119'5 181170 2596 479 307'5
Gambia 22-8 13°2 03 o1 04
Jordan 5460 28674 108 52 16°1
Malaysia® 31,0296 1,270'1 74-8 570 121-8
Mali 335°1 264°3 259 I'1 27°0
Mauritanial 41072 1546 253 38 291
Morocco 1,9021 1,123°8 041 42°1 1362
Niger 107'8 Bs4 23 19 42
Pakistan 6,230'0 4,634°5 1074 815 1889
Senegal 4081 2390 192 136 328
Somalia 3776 198-8 94 17 111
Sudan 1,051°2 3566 352 17°3 52§
Syria 769°1 2907 462 57 5149
Tunisia 1,443'8 9560 587 312 899
Turkey 4,306°2 3,104"7 137°5 936 2311
TOTAL 29,1623 17,5517 1,010°9 4393 1,440°2
GRAND TOTAL 55,6534 34,6070 2,7510 1,063°9 3,8049

Source: World Bank, World Debt Tables, External Public Debt of LDC’s.
1 1975 data are given instead of 1974.

22 Industrialisation In and Transfer of
Technology to the Muslim World

Ibrahim Helmi Abdel Rahman

Introduction

The developing countries express increasing interest in accelerating their
industrialisation efforts and in establishing an active science and tech-
nology base for economic development. Many international organisa-
tions are currently engaged in specific studies, conferences and
programmes in these fields within the United Nations system, in particu-
lar UNESCO, UNIDO, UNCTAD, FAO, ILO, WHO. Special atten-
tion, however, is given in the following study to the general approach
and concepts of technological and industrial development from the point
of view essentially of the Developing Countries. Two reasons recom-
mended this approach. The first is that Islam as a faith and a social system
would be more involved in the conceptual rather than in the technical
approach. The second is that, in discussing the subject within the context
of the new economic order, the strategic conceptual approach is the
more relevant.

The Developing Countries Face the Future

The Muslim countries belong to the group of developing countries,
often referred to as Third World countries. They share problems and
prospects with the developing countries in general, though they (the
Muslim countries) may have their particular concerns and potentialities
within the wider group. Certainly they have interests which extend
beyond the geographical and political boundaries of the Third World.
The holding of this conference with a strong European participation is a
specific example of these wider interests.

Nevertheless, in dealing with the industrialisation and transter of tech-
nology in the Muslim World within the context of the establishment of a
new international order, one has to refer mostly to the situation of the
developing countries, especially in Asia, Africa and the Middle East.
Particular attention must also be given to Islam as a faith, a religion and a
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living civilisation.

There are good reasons for doing so, and there are precedents. In
Western countries, where Christianity prevails, the religious basis of
social and political life has not been neglected in spite of the tremendous
developments in political thought and scientific advances. Many polit-
ical parties even retain a “Christian” nomenclature. The same phenom-
enon is even more conspicuous with the Jewish faith, quite apart from
the Zionist movement. Religion is without doubt an important factor in
the determination of individual concepts, systems of values, social atti-
tudes and patterns of life. Hence the Muslims would be fully justified in
searching for their identity within the modern world, without any
unfair suspicion of intolerance or danger of automatic confrontation
with current secular and national structures.

The developing countries have repeatedly stated their case to the inter-
national community through the United Nations General Assembly, its
specialised agencies and other international and regional forums, as will
be referred to in some detail later. As the discussions proceeded and alter-
native proposals were offered, the nature of the case itself started to
change. It became no more simply the case of the developing countries,
but rather the case of the world as a whole, including the First and
Second World Countries which are now the industrialised and rich
countries. Political and intellectual alignments appeared, first within the
United Nations system in which countries were grouped into categories
A, B, C and D. B-countries are the Western Europeans, Japan, U.S.A.,
Canada and others. D-countries are the U.S.S.R. and the socialist coun-
tries of Eastern Europe. C-countries are those of Latin America and the
Caribbean and A-countries the large mass of African and Asian coun-
tries, including the Arab countries and notable individual countries such
as Yugoslavia. In recent years, multilateral dialogues on some important
issues have started outside the UN, notably what is called the North-
South Dialogue, and the Arab-European dialogue. A third African-
Arab dialogue may have effectively started. There have been important
developments in the structure and functions of regional economic group-
ings, which are also political and cultural to a large extent. Discussions
developed within each group and also with other (ad hoc) partner
groups (such as the Lome agreements between the EEC and the group of
ex-colonies in Africa and elsewhere). One can add here the East-West
dialogues, whether official ones in the form of limitation of strategic
weapons and the European Security conferences, or other economic,
political and ideological discussions.

The purpose of this rather long listing of the many types of dialogues is
mainly to point out that the Muslim countries and peoples actually take
part in many of these activities simultaneously, and that they might do
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well to examine the future problems together with the developing coun-
tries, in order to identify ways and means of building a just and equitable
world order for all nations and creeds.

Current Policies and Concepts of the Developing Countries as
regards Industrialisation and Transfer of Technology

During the last 50 years, there have been several phases in the evolution
of policies and concepts of industrialisation of the developing countries.
The colonial system was still strong, and the demand for political self de-
termination after the end of the First World War stimulated national
movements for independence in many parts of the Muslim World. The
great world economic crisis of the 1930’s and the outbreak of the Second
World War ended this first phase, in which nationalism was in many
cases combined with economic independence and the boycott of modern
imported technology and machines from the colonising powers. This
was essentially a utilisation of economic instruments for the sake of
attaining political objectives.

After the Second World War, many developing countries won their
struggle for independence and the movement of de-colonisation started.
The economic instruments for political objectives naturally changed. It
seems that the idea of refusing modern industry and technology because
of their association with the colonial power was almost lost. National
economic efforts in the newly independent states followed almost com-
pletely the concept of accelerated growth using modern technology and
hence attaching themselves totally to the economies and technologies of
the advanced countries. One notable exception, there may be others,
was the effort to adopt imported technology, to discover “intermediate™
or indigenous technology, and the efforts to raise cottage industries in
the face of the strong competition from modern factory production; also
the movement to search for labour-intensive activities and avoid capi-
tal-intensive industries. Much effort was exercised in all of these direc-
tions, but with limited success. The basic policies were directed towards
industrial (and also agricultural) growth, the development of education
and training, and, in general, towards economic and social modern-
isation following the pattern of advanced countries, but within the limi-
tations and constraints of the developing countries.

In this phase, which extended roughly into the early nineteen-sixties,
all things were tried at once — expansion of education, improvements of
agriculture, establishment of new industries, building up research insti-
tutes, and importing technologies, especially for television, radio, motor
cars, air-transport and other durable consumer goods. The objective was
simply to introduce as many modern institutions and practices as was
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possible, and to dismantle as many traditional institutions and practices as
possible. Value systems and priorities followed this principle, not only in
cconomics and industrialisation, but even in the style of life, dress, hous-
ing, family relations and culture. Since this movement was conducted by
the national newly-independent authorities, it could not be attributed to
outside colonial powers, though within limited circles it could have well
been described as a continuation of the policy of domination by means
other than overtly military and political.

This was the situation as seen from the point of view of the developing
countries. From the other side (i.e. from that of the western advanced
countries) the end of colonisation did not bring disaster. The war de-
struction was repaired by collective reconstruction efforts — the Marshall
Plan and other measures. A period of almost uninterrupted prosperity
for nearly 25 years followed, in which a new industrial — or post-
industrial — revolution was realised, with basic advances in atomic
energy, space activities, aviation and communication expansion, of new
road transport systems and vast programmes of urban renewal and inten-
sive restructuring of the economy on the basis of harmonisation and inte-
gration, leading to stable monetary systems, absence of eyclic shocks and
the growth of the new empires of the multinational corporations.

As regards the developing countries, the advanced western countries
first had the notion that technical assistance on their part through
experts, training and information would be sufficient for, or the most
that could be given to, the developing countries. Later aid was intro-
duced under different definitions and forms, from pure grants to com-
mercial loans through bilateral and multilateral programmes. But all of
these measures did not seem to solve the problem of the poor countries.
Attention was given later to terms of trade and flow of capital under a
new battle-cry: “Trade and not aid”. The examination of rules of trade,
commodity prices and markets, exports of manufactured goods from
developing countries, were all re-examined, but the debts of the deve-
loping countries continued to mount and their internal expansion and
development efforts continued to face numerous difficulties.

This is the political and economic framework within which the deve-
loping countries were pursuing their industrialisation efforts, and build-
ing up their capacities and facilities for science and technology. In
summary, they were trying to catch up with the advanced countries,
which had been developing for more than 200 years under more favour-
able conditions. This concept of ““catching up” assumed that there is a
large stock of technology built up in the advanced countries at a great
cost of money and experience, and that it could be relatively easily trans-
ferred to the developing countries, thus sparing them the need to dis-
cover and develop technology and science for themselves; consequently
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the developing countries would leap-frog into modern industrialisation
by this wonderful and almost magic process of technology transfer. Un-
fortunately, the magic trick does not seem to have worked successfully
and we are now left with a massive international literature on the failures
of the “transfer of technology’” concept and the need for new prescrip-
tions, and institutions.

Before we finish with this second phase. the position of the centrally
planncd economies must be mentioned. The U.S.S.R. was boycottea
and isolated by the western powers until the Second World War,
though important industrial and technological agreements were con-
cluded with western companies during this period. Industrialisation,
science and technology are recognised in Marxist principles as major
instruments of social development. After the Second World War, the
socialist countries established wider relations with many developing
countries. At the same time many developing countries revolted against
their association politically, economically, technologically and ideo-
logically with the western pattern and institutions, this leading to the
emergence of socialist movements ranging from the mild reforming type
to the extremist revolutionary model. Yet in these countries the policies
and concepts of science, technology and industrialisation were not very
different from the rest of the developing countries. The differences were
in the institutional, ownership and management aspects, especially as
regards the public sector, centralised management, state monopolies and
other features of the social system. In all cases more industries were estab-
lished through the purchase of equipment, more persons trained, re-
search institutes and scientific academies sprang up and the magic process
of a big technological leap forward espoused, though it was imple-
mented only with limited success. From these socialist quarters came
criticism of the policies of other developing countries which were fol-
lowing the western pattern, also with limited success. The exchange of
criticism between the two groups, the so called “progressive” and
“conservative’ countries, was in itself a manifestation of the cold-war
and political rivalry between the advanced countries of the East and
West, and also an expression of the common shortcomings of both
groups in trying to follow policies and concepts of industrialisation and
technology which were borrowed from outside and implanted in a dif-
ferent social and political soil. The mutual criticisms were an extension
of conflict between the two dominant ideological blocks. Western
ideologies were against the neglect of agriculture, the rush for steel fac-
tories and heavy industry, the planned development of public sector and
in favour of the development of small and cottage industries, cooper-
ation with private foreign investors, especially the knowledgeable and
powerful multinationals. The Eastern policies advocated independence
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from economic neo-colonialists, the establishment of comprehensive
plans of public sector industries, and intensive science and technology
application and central planning. Both West and East were in fact saying
“See what we have achieved with our policies”, but in the long run thig
is not what the developing countries wanted. They were not interested
in the contest of boasting or coaxing by one side or the other of the
advanced countries about what they have achieved inside their own
system. The question was to get science, technology and industrialisation
to succeed inside the developing countries and within their limited re-
sources of wealth, knowledge and experience. Yet the developing coun-
tries, under the pressure of political and social forces, tried one system or
the other. As a matter of fact they are still doing so until now. They are
looking either East or West, buying equipment, purchasing licences, es-
tablishing factories, expanding agriculture, industry, education, con-
sumer goods, roads, and even starting nuclear energy and space
programmes.

In these countries, which include all the Muslim countries, traditional
institutions were mostly identified with lack of progress. Social struc-
tures and value systems were collapsing under the disrupting influence of
modernisation (whether borrowed from the East or West), and in the
view of many, these structures and systems were not in themselves re-
commendable, though they may have been responsible for earlier
periods of strength and glory. As a matter of historical record, Islam has
been a potent force in inspiring its followers to create a dynamic civilis-
ation. This however came to be overlaid by values and traditions which
persisted in Muslim society in the name of religion but which were
undesirable and indefensible in Islamic terms and led to decay and
misery. Therefore while looking at past dynamism and recent decay,
one should make the crucial distinction between a call for “no
change”, which would only mean a perpetuation of misery, and the
call for progress within the framework of authentic Islamic tradition.

Gathering Clouds of Doubt

During the first phase, up to the Second World War, the developing
countries aspired for political independence, but the economic system
(which was essentially biased to the advantage of the western colonial
powers) required and admitted certain advances of a scientific and in-
dustrial nature. As an example, the production and export of minerals
and raw materials was managed by regulation, organisation and re-
search, in order to ensure the inflow of such materials to the advanced
countries with the proper grading and volume. The requirements of
internal administration and accessibility to different locations led to
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notable advances in epidemic control, plant diseases, higher education
for public service, loyal military formations and even active and special-
ised institutions in art, tropical medicine and oriental languages, etc.

During the second phase, in which the developing countries started
efforts of modernisation in many directions, with indiscriminate imita-
tion, the quality of scientific and technological outputs of some existing
institutions actually deteriorated because of quick expansion, absence of
discipline and lack of resources. Many new institutions were formed for
subjects not related to the interest of foreign powers, but clouds started
gathering. _

The process of development in the developing countries, as may be
measured numerically by economic or social indicators, gained con-
siderable momentum in the second phase under independence, but diffi-
culties started to appear and later to reach considerable proportions. In
short, consumption (both public and private) increased quickly, while
production lagged behind. Social and institutional reforms, even where
they were fairly successtul, led to reduced efficiency and other social
pressures. The development of education, culture, and the mass-media
coupled with population movements accelerated the break-down of in-
stitutions, without a corresponding build-up of other viable institutions.
In addition, external debts, disguised and partial unemployment and
greater inequalities of income added to the burdens of many developing
countries.

In particular the concept of “catching up” with the advanced coun-
tries was no longer quite so acceptable. Also, it became less and less feas-
ible. The “gap” studies showed that the rich countries are getting richer,
which means that the poor countries are getting poorer — hence the need
to re-examine policies in all directions, including policies of indus-
trialisation and the transfer of technology. Second, according to some
thinkers, the catching up or closing of the gap did not seem to be desir-
able, even if it were feasible. The situation of the advanced countries,
after recent developments (environmental pollution, urban decay etc),
no longer appeared to be so attractive to those thinkers.

But if one rejects the concept of catching up and closing the “gap”,
what would be the new concept that could serve as a guide for the indus-
trial and technological development of the developing countries? This is
the main question, which is now under careful examination all over the
world, and not only in the developing countries. The major global prob-
lems which have become very conspicuous in the last ten years, are pre-
senting challenges both to the developing and advanced countries as
well. The concept of development as wider and distinct from mere econ-
omic “‘growth” or “social evolution” in a direction indicated and meas-
ured by higher material consumption is also being re-examined.
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There is yet no one agreed answer to these major inquiries, and such an
answer is not likely to appear quickly, in spite of the many efforts at dif-
ferent levels and directions pursued by all nations. Some references have
been given, in the first part of this study, to the innumerable organisa-
tions and the forums of international discussions, negotiations and dia-
logues which are going on all over the world.

On the part of the advanced countries, East and West, the increasing
expenditure on weapons is a major question. It taxes the budget re-
sources, the capacity of technology, science and industry. It does not cre-
ate the real objective which is a sense of security and peace. Furthermore,
because of the hydrogen bomb, the chemical and biological weapons
and the use of space and the ocean for military purposes, considerable
concern is felt by the people and not only by governments, that the exist-
ence of these weapons, even if they were never used, is endangering
human life on the planet. The advanced countries seem to have reached
the situation in which they might be leading the world and themselves to
unavoidable doom. By any measure of judgement, the security question
is the greatest folly and the greatest achievement of modern civilisation.

The ever-growing sophistication of weapons is one of the most im-
portant stimulants of science, technology and industrialisation, and the
overflow of weapons to the developing countries is draining most valu-
able resources towards conflicts and tensions that are largely created by
the past and present policies of the industrialised countries. Hence the di-
version of very precious resources of the developing countries, and a lot
of missed opportunities while searching for the elusive objective of
security.,

After weapons, there is the concept of consumption as a yard-stick for
progress which has worked so far fairly well in the industrialised
countries through the use of the profit motive to stimulate research
and development, hence the expansion of industry and the increasing
demand on energy, raw materials and minerals. There are the pessi-
mists who warn us about the early depletion of those resources, and
the optimists who place faith in modern technology to find other
sources. Both groups, however, do agree on the basic question, that an
economic and industrial system leading to ever-increasing material
consumption cannot be a permanent system for the future, especially
since considerable numbers of human beings in the developing coun-
tries and also in the advanced countries suffer from inadequate basic
needs.

Modern industry and technology, therefore, have been dominating
a world in which considerable resources are directed towards weapons
(that do not create security) and towards consumption of luxury
goods that do not create justice or happiness. Will the developing
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countries now follow the advanced countries and direct all their
efforts and resources to acquire technology and build industries to pro-
duce a “fair share”” of weapons and supersonic planes and coloured tele-
vision sets, while millions of their own people are hungry and
everybody is afraid and insecure?

This is a simplistic picture of industrialisation and technology in the
advanced countries. It can be elaborated to include the world monetary
system, the food problems, unemployment, stagnation, inflation, bal-
ance of payments, environment, energy problems, resources from the
sea, nuclear proliferation, urban decay, social unrest and many other
problems which are fully discussed all over the world now. We need to
go back to the main subject here, namely future problems and prospects
in industrialisation and technology for the Muslim Countries, which as
mentioned before, share many concerns with the group of developing
countries.

What can we do about the clouds and the doubts?

The share of the developing countries —all of them — in the world econ-
omy is small. Major economic decisions have to be taken, with few
exceptions, by the big industrial countries. The developing countries
have voices and votes which are being increasingly heard, but they are
not loud enough. Even if they were to be heard, what would they say?
“Stop weapons, produce ploughs not swords, feed the hungry rather
than amuse the rich, save the world for the future from the follies of hate
and distrust . . .”". This sounds like a sermon. We all need such sermons
but how effective would they be?

Should the developing countries instead, by a variety of means includ-
ing self-reliance, economic cooperation and negotiation, change the pre-
vailing rules which have been established by the advanced countries, and
replace them by new rules which would lead to accelerated economic and
technological development and hence a greater say in the future? Even if
these were to take place — who will make sure that the developing coun-
tries will be wiser than the presently advanced countries in using limited
resources, creating conditions of peace, security and justice? A cynic
would look around and say that he is not encouraged by the naivety of
the developing countries to have much faith in their wise use of power in
the future. Nevertheless, no good purpose would be served by leaving
the currently wasteful policies of military and non-essential consumption
to go on unopposed while more basic needs of food, education, health
and shelter are denied to thousands of millions all over the world.

One important point to notice here is that in the above short analysis
we are dealing with the world as made up of solid blocs, each one of
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them being called a “nation™ or a “'state”’. We are forgetting the billions
of individuals forming these blocs and who are not mere units in a big
machine. Another mistake also is that, even when we recognise persons
as human beings, as individuals and in different groups and structures,
we concentrate on speaking about their consumption and production,
and take less notice of their feelings, aspirations, values and concepts. We
do not know exactly how people react morally and spiritually or even
physically so as to influence the decisions of the entity we call the
“State”. But by historical experience, the nation-state is a relatively new
feature on the world scene. We also see clearly that old established
nation-states, which generally are the industrially advanced too, are
grouping together to form economic and political bigger blocs and
states, while the newly emerged nation states are still splintering and
fragmenting. This means that the developing countries in the future are
likely to pass out of the present state of fragmentation towards some
common and collective policies. At the same time, the advanced coun-
tries have been the first to realise the seriousness of the global problems
facing them and the world, and they are not exactly indifferent towards
them. On the contrary, much intellectual activity is taking place. By his-
torical experience, we can see our ideas of today produce policies and
action of tomorrow. Can we, therefore, explore the likely features of in-
dustrialisation and technology which will serve the purposes of the deve-
loping countries in the future, and hence identify the necessary policies
of action?

It becomes clear that a picture of the future must be imagined to in-
clude certain targets and objectives — both material and otherwise — of
the developing and developed countries. Since there is not yet a world
government which will decide for all nations such a future picture, it has
to forge it through synthesis of many streams of thought, which find
their way towards discussion, acceptance and implementation through
time, and across a variety of channels of organisation that exist, or that
will be established in the future.

For example, the developing countries decide — within the limits of
power that they possess — that their science, technology and indus-
trialisation must be directed towards basic human needs, social justice
and liberty, conservation of resources and protection of human environ-
ment. The developed countries may like to ensure an adequate supply of
raw materials and energy, a stable market in the developing countries for
their exports, and their cooperation on an international level in environ-
ment control and stabilisation of international relations, especially as
regards the exploitation of the sea, space and nuclear weapons. They
may also recommend active policies of population planning to which the
developing countries may reply by requesting measures against excessive
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consumption, and adequate income distribution between nations. These
are all issues which may be discussed, negotiated, or simply evolve uni-
laterally through the continuous process of social and political accommo-
dation in the coming years. In any case, scientific and technological
activities, whether basic long-term policies or measures of training, re-
search and application, would be important instruments of implementa-
tion of such future objectives, instead of being now a consequence of the
past and existing systems of power and financing, with armaments and
profits as major stimulants.

This hypothetical scenario, however crude, shows that concepts are as
important as, if not actually more important than material forces. It
shows also the need for the developing countries to examine their situ-
ation, not simply on the basis of the shortcomings of the past, but rather
with the potentialities of the future in view. The advanced countries,
being privileged now with material wealth and powerful technology,
will undoubtedly realise that they cannot build the future by themselves
without making a “‘bargain”’ with the developing countries, which will
include some considerable departures from the trends and concepts of
development, industrialisation and technology of the colonial or past
colonial periods.

The Path of change — Inverting the strategies

While we need to do much more than building future images, this is
nonetheless a very important and much needed task now. On reflection,
we do realise that we have not really thought deep enough about our ob-
jectives as nations or as people. We usually borrow an objective from
someone, or define the objective as the reverse of a felt shortcoming. A
careful examination of feasible objectives for the Muslim countries in the
field of technology and industrialisation can be worked out through
intensive and successive discussions at different levels. Most likely, the
exercise may contain a number of elements. The first is that Muslim
countries share many of the problems and prospects of the developing
countries in Asia, Africa and the Middle East. Second, that the Muslim
countries, including the largest oil exporters, collectively can have a
strong voice in many world forums, and that this voice can be used effec-
tively to appeal for the realisation of a just and equitable peace for all
nations, in true expression with the universal message and principles of
the faith. Third, the Muslim countries should develop greater cooper-
ation among themselves, not cnly in the field of beliefs and culture,
which is obvious, but also in the field of industry and technology. This
objective would, however, be harmonised and realised within the
accepted systems of authority and international relations. Fourth, the
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available sources of the Muslim countries in energy, minerals, food and
human skills are large and should be further developed according to stra-
tegies which take into account present needs and future situations. Cul-
tural and religious affinities should be recognised and developed, not on
the basis of narrow sectoral interests, but rather on the basis of greater ef-
fectiveness and towards more universal and just objectives.

These policies would not be put together at once, and they need a lot
of time and effort for implementation. In the meantime, each country
will be facing problems of a scientific or industrial nature, and it may
well be that through existing or new machinery, frequent and periodic
meetings of specialists, and examination and discussion of alternative de-
velopment policies in industry and technology, solutions would be best
identified and recommended.

In the field of science and technology, we may mention as a major
coming event the proposed United Nations Conference on Science and
Technology to be held in 1979. The preparations for this conference
have actually started within the United Nations system. All countries are
requested to participate in the preparation by submitting to the organis-
ing committee views on the matters they wish to be discussed in the con-
ference. The Muslim countries may wish, within the frame of these
preparations, to consult with each other about a number of problems of
joint interest in a series of meetings during the next two years. The Arab
countries have recently held in Rabat, in August, 1976, a Conference of
Ministers of Arab States responsible for the Application of Science and
Technology to Development with the collaboration of UNESCO.
Similar conferences have been held in other parts of the world. A small
group representing all countries may refer to the recommendations of
these meetings and produce a synthesis and proposals for action.

In the field of industry, one may note the United Nations Conterence
on Industrialisation held in Lima, Peru in 1975, which recommended
that the share of the developing countries in world industrial production
be increased from the present level of 7% to a level of 25% by the year
2000. Many international and regional organisations are actively pursu-
ing and examining the feasibility of this target. In 1978 the Arab coun-
tries will hold their sth Conference of Ministers of Industry in Algiers,
and will examine the successive stages of development of industry in the
Arab countries. These are only a few examples of current activities at the
regional and international level in the two fields of Technology and In-
dustrialisation, in which a lot of details and specific proposals can be
formed. The majority of studies and resolutions about the “New World
Order” deal with the establishment of a new system of international
division of labour in the world and also about the necessary new policies
of science and technology which will be necessary to the realisation of
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these objectives. There is no need to repeat the studies here.

The value of work and learning in Islam is very high. Its taxation of
wealth and catering for the poor and the destitute is well known. Ex-
pressions of individual human dignity and equality and reward for fra-
ternity and tolerance are basic to the principles of the religion, though
limited in practice by contemporary Muslim societies. The same prin-
ciples are actually needed to form an overall universal attitude to justice
and equity between rich and poor countries, and to sustain the spirit of
study and research for knowledge which is essential for scientific endeav-
ours. The question now is whether in solving the practical problems of
scientific enquiry, technological application and industrialisation, do we
need only money, steel, nuts and bolts, or do we need more than that,
and what would that be?

The famous story could well be told again: that giving a man a fish to
eat is good but still better to give him a net to fish with every day. Still
better is to educate him so that he can look for a variety of opportunities
other than fishing. Lastly, he could be endowed with the concept and
judgement not only to work, consume and develop, but also to under-
stand the meaning of life and the values in society. These are the four
stages of development, which correspond roughly to consumption, pro-
duction, technology, and finally concepts and values. Currently in the
developing countries, consumption out-strips production. Equipment
and machinery are increasingly acquired even on borrowed money
before building the technological and scientific capacity for innovation
and application, and all of these three steps are pursued by imitation
without a clear objective and worthy purpose in life except superficially
to imitate the advanced countries. A strategy for the future may be
chosen rather by inverting the priorities of the four stages just men-
tioned, namely by starting with a set of concepts about the purpose and
values in life, then building the knowledge, skill and capacity for science
and technology and their application to agriculture, industrialisation and
production in general. Then comes the third step of establishing the pro-
ductive installations, according to the identified objectives and the
chosen technology, and the training of the workers. Then at last comes
the final product from these installations to be consumed by the people
after saving a proportion to maintain and expand the productive ca-
pacity and to develop further technologically and spiritually. At present
the practice is increased consumption as a goal in itself neglecting capaci-
ties for production, technologies and skill and forgetting which are the
requirements for the strategy of the future. Here comes the role of philo-
sophy and religion, which under leadership and faith can affect and
direct the human aspirations from the lowest desires and lust to the ulti-
mate values and goals. It is up to us to draw the strength from thought
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and belief and impart it to others through faith and conviction, and
through careful practical steps of learning, inventing, working and
building, and not through the vain desires of superficial modernisation
such as having motor-cars, and conspicuous consumer luxuries.

This is the path of change to the better, within a worldly context of
global problems and justified human aspirations and under the guidance
of a strong spirit and a resolute faith.

If the objectives and major policies are identified, one should not
expect action to follow automatically and that all countries will rush for-
ward to implement these policies. It is likely that such actions, especially
in the near future, will meet with many difficulties, even in the develop-
ing countries who are themselves the ultimate beneficiaries. Nego-
tiations, investments, financing, research, trade and social and economic
planning could all proceed within the frame of varied bilateral and mul-
tilateral situations, but always within the major identified aims and ob-
jectives. Not every action will be positive, but the total summation and
evolution hopefully will be in the directions desired.

It is to be noted also that at any one time and in any one country, one
would be dealing simultaneously with a superimposition of short term,
medium term and long term goals. Educational and human resource de-
velopments are generally long term policies; investment and applied re-
search may be medium term, while financing and commercial
transactions are short term. Progress should proceed on all fronts and in
all branches all the time. What is important is to have a very clear view
of major objectives which will be guiding principles for all cooperative
endeavours.

Summary of Major Policy Approaches

1. The future prospects for the developing countries can be seen within
a comprehensive system of development which includes also the indus-
trialised countries, and which does not simply aim at bridging the gap
between the two groups.

2. Industrialisation and technological capacity of the developing
countries must be accelerated in order to increase their share in econ-
omic activity and thus put them in a better position of negotiating and
evolving an equitable and just world order with the industrialised coun-
tries.

3. Hence, the policies of industrialisation of the developing countries
should be to implement the Lima-target, and to choose industries which
will be serving their own pattern of development and not simply re-
peating the pattern of the advanced countries, through the evolving of a
new and dynamic interaction of division of labour.

Industrialisation and Transfer of Technology 287

4. On this basis, the technological capacity of the developing coun-
tries should be planned, making use of all opportunities of bcneﬁting
from (but not simply borrowing) the experience of already developed
technologies with adequate selection and adaptation.

5. The basic technological policy of the developing country should be
to develop their capacity for innovation and creation of technology suit-
able to their own objectives and circumstances, and to select, transfer,
adapt and apply the vast stock of technologies already existing in the
advanced countries. It should be borne in mind that these technologies
are not “‘value-free”’. They may continue to be stimulated by military
and profit objectives and designed for different circumstances of labour
shortage and high income non-essential consumption. Also they may not
be directed towards basic needs and better income distribution between
nations and within nations, as it should be according to the hoped-for
new world order.

6. To succeed in realising these objectives, the developing countries,
should introduce as soon as possible effective policies of collective self-
reliance, and seek means of increasing their bargaining power and polit-
ical influence in negotiating policy changes.

7. The developing countries must tackle adequately the problems of
unemployment and meeting the basic needs of all people such as food
and energy. These may require a duality of multiplicity of technological
levels in different sectors, especially between goods for export and those
for local consumption.

8. Transfer of technology (with adequate selection and adaptation)
can only be successful if indigenous technological capacity is established
in the developing countries.

9. Costs and conditions of transfer of technology would be improved
by the adoption of international codes and agreements which have been
proposed and are currently being discussed.

10. The developing countries collectively should develop policies of
conservation of natural resources, including the resources of the oceans,
especially the non-renewable resources, and stop or limit the wasting of
those resources at an ever-expanding level by the advanced countries for
non-essential extravagant and almost meaningless consumption and the
stockpiling of military equipment which cannot lead to security.

11. To be able to succeed in changing the present unfair distribution
of wealth and technology, the developing countries must stress to them-
selves and to others the need to reconsider the value systems and ethical
conduct, or the lack of them, behind the present wastage and reckless
policies. In this respect they can find strength in their beliefs and faith.
Here the great importance of religion, fraternity and spiritual conviction
and strength and other fundamental concepts much needed for peace is to
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be seen.

12. This is not new, since it is through concepts and values that people
are motivated to action beyond the mere desires of basic animal needs.
This was, for example, the case in the struggles for independence
through patriotic feelings. Now a new loyalty and devotion to universal
causes would be needed to combine the strength of belief with the objec-
tives of a better world order and more secure future for all nations. This
identifies an important role for Islamic thought and Muslim action in the
coming years as a part of the general task of re-thinking its role and im-
portance in the service and salvation of humanity.

23 Industrialisation and Transfer of
Technology: A Critical View *

A R Khan

Dr Ibrahim Helmi Abdel Rahman concerns himself in the paper with a
number of fundamental issues which are much wider in scope than the
purely economic and technological ones. It requires a person of equally
broad vision to discuss these issues adequately and comprehensively. The
present discussant is not such a person. 1 have, therefore, decided to take
his paper as the point of departure to raise a few related issues of econ-
omic and technological planning in the Islamic nations of the Third
World. However, the temptation to comment on the basic issues in Dr
Abdel Rahman’s paper is too strong to overcome completely. I shall,
therefore, begin by summarising some of his arguments and making a
few observations on them.

Dr Abdel Rahman begins by recognising the fact that the Islamic
world is a part of the contemporary developing world and that in terms
of the broad trends and overall problems they are similar to the develop-
ing countries of the Third World. His main arguments may be summar-
ised as follows. With their emergence, at the end of World War I, with
political freedom the developing world embarked on a policy of indus-
trialisation and technological development. In doing so they rejected
many of their traditional objectives and values without allowing for a
simultaneous indigenous development of an alternative set of objectives
and values that reflect the culture and needs of the people in these coun-
tries. Instead, they borrowed from the developed Western countries not
only their objective of attaining a high material consumption but also
their methods with respect to technology and industry. The process was
indiscriminate and hurried and it was adopted without any due con-
sideration to the ability of the people to absorb it. As a consequence,
inappropriate processes were grafted inefficiently in the vain pursuit of
impossible objectives. More recently, some developing countries have
been looking to the socialist world for some sort of an alternative. While
the policies in these developing countries have differed somewhat with

* The comments reflect the personal views of the writer and not necessarily those of the
International Labour Organisation.
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respect to the details of sectoral orientation, the role of the public sector
and the distribution of ownership, the basic objective remained the one
of the pursuit of the maximum growth of material consumption and the
main strategy was to borrow the industrial and technological package
that was available abroad.

With few exceptions the developing countries of the Third World
have been trying to bridge the gap between the developed countries and
themselves. The gap was perceived and measured in terms of the stan-
dards of western development, viz., material consumption, high levels of
energy use, and expensive and sophisticated military capability. The
strategy to bridge the gap was also based on the policies of indus-
trialisation and technological development implied by the historical ex-
perience of the western nations.

Three decades of the consistent pursuit of such a strategy have brought
the developing countries to the point where they are today. The gap has
widened. The countries of the Third World as a whole have become
deeply indebted to the Western industrial countries. The problems of
poverty and backwardness of the masses in the Third World have
become aggravated. Clearly, the strategy has not succeeded even in
terms of its own goals and objectives.

The outcome is hardly surprising. It should be transparent even to the
most casual analyst that the objective of bridging the gap, as usually
defined, is an unfeasible one. One can illustrate the difficulty by merely
looking at one particular aspect of the problem of bridging the gap, that
of the implied energy consumption. If the whole world were to have the
same per capita energy consumption that prevails in the developed
Western countries today then the world’s energy resources would be
rapidly depleted.

Dr Abdel Rahman recommends that past strategy be scrapped alto-
gether in favour of a new one in the context of a new international econ-
omic order. Such a new strategy should be worked out not in
confrontation but in cooperation with the developed countries. A desir-
able convergence of the policies in the two sets of countries would con-
sist of the developing countries directing their development and
technology to the fulfilment of the basic human needs of their masses,
conservation of resources and protection of human environment, and the
advanced countries helping such an effort by ensuring the adequate
supply of materials and maintaining a stable market for the products of
the developing countries. The cornerstones of such an economic order
would be the “making of a bargain between the developed and the
developing countries and “‘considerable departures from the trends and
concepts of development, industrialisation and technology™".

The Islamic world can make vital contributions to the creation of such
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an order. Besides helping in the redefinition of concepts to reshape ob-
jectives and policies on the basis of their culture and values the Islamic
countries can contribute to the development of cooperation among
themselves and with the developed countries by recognising four im-
portant elements of such an exercise. First, as the major part of the deve-
loping world of Asia, Africa and the Middle-East they can spearhead the
development of cooperation in the Third World. Secondly, the united
voice of the Islamic world, including some of the most powerful OPEC
countries, will be listened to with respect by the rest of the world. Third-
ly, the Islamic countries should extend their cooperation beyond the
matters of belief and faith to the field of industry and technology.
Fourthly, the collective resources of the Islamic countries should be de-
veloped on the basis of the current needs and future prospects in such a
way that the Islamic world’s obligation to the new order is fulfilled.
Within this broad framework Dr Abdel Rahman identifies a catalogue
of more immediate policies. The major components of such a catalogue
are the following: (a) an increase in the share of the developing countries
in industry and technology to enable them to reach the Lima Conference
target of 25 per cent of the world industrial output by the year 2000; (b)
the innovation and creation of appropriate technology and not the indis-
criminate borrowing of Western technology; (c) the promotion of col-
lective self-reliance through all available means including collective
bargaining; (d) conservation of energy and resources in general; and (e)
an attempt to change the ““value systems and ethical conduct behind the
present wastage and dangerous policies”.

Dr Abdel Rahman presents an attractive blue-print. Since his canvas is
vast he has used a thick brush to paint impressionistically leaving out the
details. Such a painting is undoubtedly inspiring but it is a little
inadequate in understanding the terrain. I would like to discuss a few
issues on which I found my own understanding a little fuzzy after
reading Dr Abdel Rahman'’s paper.

First, one would like to know why in the developing world, in-
cluding the Muslim countries, the past strategy of catching up with the
developed countries on the basis of borrowed technology was adopted.
Was it because the decision-makers had no knowledge of what the
right policy was? Was it because they were ignorant of the true conse-
quences of such policies? In reading Dr Abdel Rahman’s paper I got
the impression at times that in his view this might indeed have been
the explanation. I would like to suggest that this is at best an inad-
equate explanation. The main reason these policies were adopted in
the developing (including the Islamic) countries was that they were
consistent with the objectives and interest of the powerful social and
economic classes and groups who controlled the decision-making in
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these countries. To that extent it was irrelevant that such policies were
inconsistent with the well-being of the broad masses. To illustrate, bor-
rowed capital-intensive technology in a labour-abundant, poor econ-
omy would almost certainly be detrimental to the interest of the masses
of such a country. But it is by no means true that it is inconsistent with
the objectives of the private capitalists in the same country. Such capital-
ists often have to pay a market wage which is way above the social cost of
labour and hence the technology they adopt is frequently more capital-
intensive than is desirable from the standpoint of the society. The bal-
ance of advantage is tilted decisively in favour of the borrowed, capital-
intensive technology if the capitalists have the power and influence to set
up market incentives in their favour through measures such as the under-
pricing of imported capital equipment (for instance, by keeping the
exchange rate for the domestic currency artificially overvalued and
rationing import entitlements in favour of the capitalists through licens-
ing), rendering the price of loan funds low through interlocking and oli-
gopolistic control of banking and so on. In such a situation socially
inoptimal industry and technology would develop simply because they
promote the narrower objectives of the powerful social and economic
groups that control decision-making.

In a situation as described above is it reasonable to hope that the deve-
loping and Islamic countries would be persuaded by the kind of logic of
Dr Abdel Rahman’s paper to reject past policies? Why will they opt for
a policy of satisfying the basic human needs of their people when such
policies would not enable the controlling economic and social classes and
groups to maximise their own narrower objectives? It is frequently
suggested that the way out in a situation like this is to cajole and persuade
the private capitalists and similar other groups to move towards the
social goals by bringing about an appropriate change in the system of in-
centives and market signals. The real question is whether there exists a
“neutral” state machinery that would persevere in the implementation
of such a policy. I feel that a necessary precondition for the implementa-
tion of such a policy is that in these countries the political control rests
firmly with the people and not with privileged groups.

This leads us to the question of striking a bargain between the devel-
oped and the developing countries that features so prominently in Dr
Abdel Rahman'’s vision. Such a bargain has been in existence all the time.
Unfortunately, the bargain has been the one between the privileged
social classes in the developing countries and the advanced countries.
The benefit of the existing international economic order has been asym-
metrical on the different social classes in the developing countries. Indus-
trialisation, trade and the transfer of technology have by and large
benefited the privileged classes in the Third World in which the masses

Industrialisation and Transfer of Technology: A Critical View 293

received little benefit out of such arrangements. In the new economic
order that is to be created a bargain must be struck between the masses of
the developing countries and the advanced nations. It is difficult to sce
that such an arrangement can be worked out without establishing
popular control of the decision-making process in the developing
countries.

In my view, the question of who has control over the process of
decision-making in the Third World countries is of decisive importance.
One cannot talk about reversing undesirable trends in the past and insti-
tuting strategies to satisfy basic human needs in future without facing up
to this crucial issue. | wish that Dr Abdel Rahman — a man of vast and
varied experience — had addressed himself to some of these issues more
fully.

The major quantitative recommendation in Dr Abdel Rahman’s
paper is based on the Lima target of increasing the share of the develop-
ing countries in world industrial output from the current share of 7 per
cent to 25 per cent by the year 2000. I found it a little puzzling that after
so many arguments for the rejection of the indices of growth implied by
the Western development experience Dr Abdel Rahman should end up
endorsing an index which embodies the values that he would like to
reject. Itis not at all clear that basic human needs in the developing coun-
tries would be satisfied if such countries could make an encroachment on
the share of the advanced nations in industrial production. If the objec-
tive is to satisfy basic human needs the production plan in the developing
countries may have to be radically different.

Be that as it may, even if the developing world as a whole can achieve
the rate of growth (which would have to be much higher than that of the
developed countries) implied by the Lima target and thercby dra-
matically reverse the past trend, the implementation of the target will
still have to face some very complicated issues. For example, one must
face the question of how the target growth will be divided among the
developing countries. Will such countries simply compete on the basis of
their own resources and/or whatever they can obtain commercially from
the rest of the world? In such an event it is quite likely that all that will
happen by the year 2000 is that some of the more fortunate developing
countries will overcome their underdevelopment to join the ranks of the
currently advanced countries while at the same time many Third World
countries sink deeper into relative poverty. Such may easily be the out-
come for the Muslim world which contains not only the most re-
source-poor countries of the contemporary world (e.g. Afghanistan and
Bangladesh) but also the countries which have virtually unlimited finan-
cial resources (e.g. the oil producing Muslim countries). If there is a
competition for the share of the Lima target the chances are that at the
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these countries. To that extent it was irrelevant that such policies were
inconsistent with the well-being of the broad masses. To illustrate, bor-
rowed capital-intensive technology in a labour-abundant, poor econ-
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the objectives of the private capitalists in the same country. Such capital-
ists often have to pay a market wage which is way above the social cost of
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ing), rendering the price of loan funds low through interlocking and oli-
gopolistic control of banking and so on. In such a situation socially
inoptimal industry and technology would develop simply because they
promote the narrower objectives of the powerful social and economic
groups that control decision-making.
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Dr Abdel Rahman’s paper to reject past policies? Why will they opt for
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policies would not enable the controlling economic and social classes and
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the private capitalists and similar other groups to move towards the
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“neutral” state machinery that would persevere in the implementation
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firmly with the people and not with privileged groups.
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Abdel Rahman'’s vision. Such a bargain has been in existence all the time.
Unfortunately, the bargain has been the one between the privileged
social classes in the developing countries and the advanced countries.
The benefit of the existing international economic order has been asym-
metrical on the different social classes in the developing countries. Indus-
trialisation, trade and the transfer of technology have by and large
benefited the privileged classes in the Third World in which the masses
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received little benefit out of such arrangements. In the new economic
order that is to be created a bargain must be struck between the masses of
the developing countries and the advanced nations. It is difficult to sce
that such an arrangement can be worked out without establishing
popular control of the decision-making process in the developing
countries.

In my view, the question of who has control over the process of
decision-making in the Third World countries is of decisive importance.
One cannot talk about reversing undesirable trends in the past and insti-
tuting strategies to satisfy basic human needs in future without facing up
to this crucial issue. | wish that Dr Abdel Rahman — a man of vast and
varied experience — had addressed himself to some of these issues more
fully.

The major quantitative recommendation in Dr Abdel Rahman’s
paper is based on the Lima target of increasing the share of the develop-
ing countries in world industrial output from the current share of 7 per
cent to 25 per cent by the year 2000. I found it a little puzzling that after
so many arguments for the rejection of the indices of growth implied by
the Western development experience Dr Abdel Rahman should end up
endorsing an index which embodies the values that he would like to
reject. Itis not at all clear that basic human needs in the developing coun-
tries would be satisfied if such countries could make an encroachment on
the share of the advanced nations in industrial production. If the objec-
tive is to satisfy basic human needs the production plan in the developing
countries may have to be radically different.

Be that as it may, even if the developing world as a whole can achieve
the rate of growth (which would have to be much higher than that of the
developed countries) implied by the Lima target and thercby dra-
matically reverse the past trend, the implementation of the target will
still have to face some very complicated issues. For example, one must
face the question of how the target growth will be divided among the
developing countries. Will such countries simply compete on the basis of
their own resources and/or whatever they can obtain commercially from
the rest of the world? In such an event it is quite likely that all that will
happen by the year 2000 is that some of the more fortunate developing
countries will overcome their underdevelopment to join the ranks of the
currently advanced countries while at the same time many Third World
countries sink deeper into relative poverty. Such may easily be the out-
come for the Muslim world which contains not only the most re-
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end of the present century the degree of inequality among the develop-
ing and the Islamic countries will become much greater than itistoday.

The alternative for those countries is to opt for a policy of redistribu-
tion among themselves. This is a particularly challenging issue for the
Islamic countries. It is to be seen whether the programme of mutual as-
sistance within these nations merely follows the commercial-political
criteria that guided much of the Western aid programme in the past or
whether it entails greater and more real redistribution by shifting the
benefit of aid in favour of the poor in the recipient countries and by
increasing the component of grant from the rich to the very poor
nations.

The appropriate paths to be followed by the developing and the Islam-
ic countries in their pursuit of industrialisation and technological de-
velopment would differ from one case to another. It is even doubtful if
all of them should industrialise in the conventional sense. While the
broad principles may be similar, the specific conditions in these countries
are very different from one another. Any new international economic
order must look upon these differences as a favourable factor
contributing to the complementarity among these countries. Such com-
plementarity may be made to serve as the basis for the rapid increase in
trade which is a precondition for the collective self-reliance of these
countries.

I would like to identify some of the sources of such complementarity.
The first thing to note is the very different resource endowment in the
different countries. The spectrum contains extreme labour-abundance
and capital-poverty (Bangladesh), financial capital-abundance (the oil
producing countries), land-scarcity (Bangladesh and Egypt), land-
abundance (Malaysia and Pakistan) and also cases with relative abun-
dance of specific skills (the Indian sub-continent and Egypt). In such a
situation the comparative advantage in production as well as the opti-
mum technique of production would differ widely from one country to
another. Some countries may find it possible to develop their technology
merely by adapting what is available in the advanced countries. For
others it will be a question of inventing their own technique to suit the
most unusual resource situation that they are confronted with. Another
source of complementarity arises out of the diverse social and economic
institutions in these countries. Such institutions range from socialism
(Somalia) to fairly extreme private-enterprise orientation (Iran). The
distribution of income and the resulting pattern of demand for goods and
services would differ widely between these countries. This would be
further strengthened by the considerably different tastes and preferences
of the people of these countries with respect t their consumption.

If each country identifies its own development path correctly and if
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there is an institutional framework to promote cooperation by keeping
the trade barriers down and by allowing systematic flow of resources
from the rich to the poor then the group as a whole could benefit from
the complementarity of their economies and gradually move towards
collective self-reliance. This, in my view, is consistent with the vision of
Dr Ibrahim Helmi Abdel Rahman. One must, however, recognise that
the fulfilment of this vision would require a pattern of behaviour on the
part of the developing and Islamic countries which is fundamentally dif-
ferent from their past and present orientation. In the past and at present
the resources of the richer members of the group have been squandered
on the creation of demand for the Western armaments industry and in
bidding up the value of real estate and stock exchanges in the advanced
countries. Very little of their resources have flowed out to provide the
multitudes in the poorer members of the group with the means with
which they could satisfy their minimum needs. It requires extraordinary
optimism to hope that these tendencies will be easily reversed.



24 Agricultural Resourcesin the
Muslim World
Capacity and Future Growth

Ahmed S Heiba

Summary

In this paper on agricuitural resources in the Muslim world, certain
trends are noted and analysed and recommendations made as follows:

1. The world food crisis confronting mankind is reviewed.

2. The extent to which the Islamic world is subject to this crisis and the
pressure directed to the balances of Islamic countries, particularly their
balances of payments in hard currency. Massive food imports subject the
Islamic countries to political, social, and economic pressures.

3. The increasing population of the Islamic world and its share per
capita in various food commodities is less than the average world level.

4. From statistics given, it is possible to estimate the Islamic world's re-
quirements for foodstuffs in 1980, the expected demand up to year 2000
and the expected cost of these commodities in year 2000.

5. The average increase in agriculture and food production in the
Islamic world is not in line with the available resources and the increas-
ing demand for food.

6. The Islamic world has considerable natural resources which suit
agricultural production (land, water, manpower, animal and plant re-
sources), the proper investment of which may provide food not only to
double the current Muslim population but to the world at large.

7. Natural resources of agricultural production in the Islamic world
ought to be determined as a basis for an overall programmed plan with
fixed priorities and a time foundation for various productive projects.

8. A work programme is suggested for the implementation of a survey
for determining natural resources and actual potentialities and the
manner of their investment and devc]opmcnt.

9. The method is proposed for developing the current potential from
available resources in order to raise production and provide food to Mus-
lims.

10. A proposal to form Islamic bodies for food and food production
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requirements, in order to formulate a comprehensive Islamic master-plan
to determine a method of financing it, and proposals to implement the
plan.

The table hereunder reveals the following features:

1. The production of major commodities in the Islamic world in 1973
amounted to 124 million tons of grain, 4.8 million tons of meat and 5 mil-
lion tons of fish. The total locally-produced basic food amounts to 133.8
million tons.

2. The share per capita per year of major commodities produced in the
Islamic world is:

a. Grain 199 kg.
b. Meat 7.7kg.
c. Fish 8.0kg.

For comparison it is worth mentioning that the world average share per
capita is:

a. Grain 209 kg.
b. Meat 28.7kg.
c. Fish 17.2kg.

3. The population of the Islamic world in 1976 was estimated to be
about 800 million Muslims. This number is expected to reach one billion
in the year 2000 at the current rate of increase i.e. 2.7 per cent per annum.
This estimate does not include Muslims in non-Muslim countries.

4. The shortage in major food commodities in the year 2000 (on the
basis of the 1973 averages) is estimated to be about 81 million tons which
include 75 million tons of grain, 3 million tons of meat and 3 million tons
of fish.

5. Whereas world prices in September 1976 formed the basis for esti-
mating prices in the year 2000 and 1976 prices have gradually increased
by 100% over those of 1966, the prices in the year 2000 were estimated at
double the prices in 1976. On this basis, the price of grain (wheat, corn
and rice) was estimated at $260 per ton and meat at $2490 per ton and fish
at 33200 per ton.

6. On the basis of the estimates of shortage in food products and the
estimated price per ton of various commodities, the costs of providing
them was estimated on the basis of the current per capita average of food
to the Muslim population of one billion in year 2000 to reach $36.3 bil-
lion per year. If the share per capita of the Muslim world is considered on
the basis of world level, the costs of providing the deficit of food for the
one billion population in the Muslim world in the year 2000 will rise to
$127.2 billion per annum.

Therefore, the costs of covering the shortage of food production for the
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Islamic world amount to about 40 billions annually and will increase in
line with the increase in the population of the Islamic world estimated at
the current rate of 2.7% per annum, namely an increase of 27 million per-
sons per year.

The Islamic world has natural resources to provide adequate food
instead of mere subsistence. The grain shortage estimated in the year 2000
at 75 million tons can be covered by expanding the cultivated area by 5o
million hectares only of the total cultivable land in the Muslim world,
estimated at 2200 million hectares.

The Sudan alone has the area required to be cultivated to satisfy Mus-
lims. The area of cultivable land in the Sudan is estimated at about 85
million feddans. However, world economic indicators show that the un-
stable agriculture production which is influenced by drought, floods,
cold weather and extreme hot weather could at any time place the world
reserves at 1972/73 levels when it was adequate to meet the world de-
mand for not more than 18 days.

If mankind is indeed threatened by a food shortage that could lead to
widespread famine. In this situation, it is appropriate to remember the
words of God: *Let them worship the Lord of this House, Who provides them
with food against hunger and secures them against fear.” (Al-Qur’an CVI: 4)
Also: “It is He who has made the earth manageable for you, so traverse ye
through its tracts and enjoy of the Sustenance which He furnishes; but unto
Him is the Resurrection.”’ (Al-Qur’an LXVIL:15)

Introduction

About thirty years have lapsed since John Boyd Orr, the first Direc-
tor-General of the Food and Agriculture Organisation, called for the set-
ting up of a large scheme for food in the world that would save all
peoples from food shortage. However, efforts made at that time failed to
meet this challenge. The world food problem not only remains unsolved
after the lapse of a complete generation, but is also worsening year by
year. The number of people who suffer from food shortage has increased
to an unprecedented level and millions now suffer from hunger.

The world food and agriculture situation is causing serious concern for
the fourth consecutive year. There were great hopes that 1976 would
yield abundant crops to satisfy world needs and help surmount the food
crisis which started by widespread unfavourable climatic conditions and
low yields in 1972. The year 1973 witnessed a noticeable production in-
crease and there were hopes that the 1974 yield would be abundant and
mark the starting point for the restoration of a reasonable level of world
food security. The basic food production in 1975 and 1976 was still un-
stable.
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There are fears that climatic changes and resulting food shortage may
cause political and economic disturbances in various parts of the world.
We are experiencing an unfavourable climatic age, according to Ameri-
can scientist Lodel Bounty, which would lead to a drop in yield and
more serious famines.

In his book Refrigeration published in June 1976, Bounty forecast that
this age might last for forty years producing acute instability and speed-
ing up the atomic armament race. He noted that India was the first of the
poor states that considered atomic weapons a better investment than
tractors and chemical fertilisers. He made some alarming observations:
that the United States can secretly impose bad climatic conditions on the
Soviet Union so that the latter would continue to depend on American
crops; that the Soviet Union has conducted three atomic explosions for
diverting the course of its rivers, a matter which may cause climatic dis-
turbances.

Other reports contain the same gloomy predictions. A study con-
ducted by Dr Ryde Prieson of Wisconsin University attempted to show
that the world has entered a stage of unfavourable climatic conditions
which may last from 40 years to several centuries and lead to a drop in
world crop yield and cause famine in various countries.

The report made special reference to India, China, the Soviet Union
and Canada on the grounds that they will be the most adversely influ-
enced by these climatic changes.

Indeed, bad climatic conditions during the past three years were worse
than in 1972; their impact was clear in vital areas such as North America
(the largest food exporter) and the Far East where most of those suffering
from malnutrition live and also in the Soviet Union where cereal pro-
duction dropped in 1975 considerably below the estimated level. West
Europe suffered from drought in 1976, which caused losses in food pro-
duction.

The continuous shortage in food and agricultural production, particu-
larly basic grains, is caused by an acute shortage in agricultural inputs
required for food production. The shortage and rising prices of chemical
fertilisers has not improved. Moreover, the quantities of certain import-
ant chemicals which are necessary for the control of pests, insects and
weeds are diminishing. This problem may become an acute one in the
near future. Certain Islamic countries suffer from shortage of fuel and
power necessary for pumping irrigation water and for other essential
agricultural purposes, and also from the shortage and rising prices of
basic agricultural machinery which directly influence production.

This double shortage in food and in its means of production clearly
calls for the taking of immediate action if we are to avoid widespread
famine in the Muslim world.
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1. Itis necessary to secure abundant production by the proper use of
available natural resources. The extent of these resources must be deter-
mined and utilised in such a way as to ensure a fair distribution of food
products particularly for countries which are in dire need of food and are
most affected by food shortages. Concentrated attempts must be made to
avoid such food crises as hit Chad, Somalia, Pakistan, Bangladesh and
elsewhere recently.

2. The boosting of production requires the formulation forthwith of a
carefully worked-out plan for improving the vertical and rotational pro-
ductivity of the currently cultivated area; irrigation methods to expand
the permanently irrigated area, then the exploitation of the area of arable
land which enjoys adequate rainfall but has not yet been exploited by
man for one reason or another. Special attention must be directed to the
production of fertiliser and chemical plants in the Islamic world in order
to boost their production and improve their productivity.

3. It is not enough to allot quantities and quotas of food and agricul-
tural requirements for every Islamic country. Assistance must be given to
these countries to improve the quality and quantity of their food pro-
duction in order to help them meet their current short-term and long-
term requirements in line with projected increases in population. Popu-
lation estimates prepared by the United Nations reveal that the world
population in the year 2000 will range between 5.9 billion and 7.2 bil-
lion. Other estimates show that the world population may reach 8 billion
in the year 2000, including one billion Muslims.

4. Itis necessary to establish an Islamic reserve stock of food, especially
cereals, to be distributed to the main geographical regions in the Islamic
world to cater for the catastrophes which hit certain areas.

The current study is geared towards the various aspects of the series of
complex problems that presently confront the Islamic world because the
food problem, as will be seen, is not only an agricultural problem but a
part of the general intricate and complicated problem of economic and
social development. It is a matter of concern that many states in the Third
World have directed their attention to industrial development and neg-
lected agriculture in one way or another, to an extent that even an inter-
national organisation such as the World Bank channels almost all its
credits to industrial development and not to agriculture in developing
countries.

When Mr Robert MacNamara became the President of the World
Bank, he expressed his concern about this trend. He tried to restore the
balance and after years of insistence succeeded in bringing the share of
agriculture in the Bank investments to 12% compared to 88% for indus-
trial investment.

It is hoped that Islamic countries will realise that while there are bil-
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lions of acres of land which have not yet been reclaimed, certain Islamic
countries import billions of dollars worth of foodstuffs. All indications
show that such amounts tend to rise because of the population increase,
the neglect of agricultural development and over-concentration on in-
dustrial development.

In dealing with food production and consumption, the world may be
divided into two categories. First, rich countries characterised by a
limited population growth rate (which in certain cases reaches approxi-
mately zero as in some Scandinavian countries, and not more than 1% in
others such as England (0.65%)). These countries have a high food pro-
duction capacity of at least 2/3 of the world production, and consume 1/3
of the world production. Second, poor countries with a rapid population
growth rate which has reached 3.1% or even higher in some cases, while
their food productivity is not more than the 1/3 of the world production,
though they consume 2/3 of the world production. Since the current av-
erage yearly increase in world population is about 76 million, four-fifths
of which is in poor countries, this increases the food burden on their
population and the pressure on their special budgets. Most of the food-
stuffs imported by poor countries are paid for in foreign currencies.

It is worth stating that the world consumption of grain amounts to ap-
proximately 1200 million tons per annum at the rate of joo kg. per
person per annum. Livestock consumption of grain amounts to 141 mil-
lion tons, a situation which has increased the pressure on world reserves
year after year and reduces the grain share per capita. The present annual
increase in grain production amounts to about 30 million tons, 22.8 mil-
lion tons of which goes for feeding the annual increase in population and
7.2 million tons for livestock feed.

This distribution of grain consumption is theoretical to a certain
extent, for rich countries increase the amount of grain provided to live-
stock. The effect is to further reduce the grain share per capita.

The Conference of non-aligned countries held in the Algerian capital
in September, 1973 was the first to call for the convening of a world con-
ference to discuss the food crisis. Some weeks later the United States of
America advocated the same idea before the U.N. General Assembly in
New York. On December 14th of the same year the U.N. General
Assembly called for such a meeting to be held under the supervision of
the United Nations Organisation and nominated a secretariat from special-
ists of the Food and Agriculture Organisation and the U.N. Conference
for Trade and Development.

The Conference was held in Rome from s—16 November, 1974, and
attended by delegations at ministerial level. Representatives of non-
governmental organisations also attended as observers. The objectives of
the conference were as follows:
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a. To formulate a world policy on food for the control of the hunger
which is threatening the world.

b. To increase food aid to developing and poor countries.

c. To ensure stability of trade in food products.

d. To form a reserve for essential food in order to realise food security
in accordance with an international undertaking to be observed by all
governments.

An increase in food production in the developing countries was con-
sidered by the Conference to be orz of the major objectives in dealing
with the world food problem.

To realise this objective a considerable increase in investment must be
made, and fertilisers, loans and all other agricultural services must be
provided at the village level. New industries must be provided to process
food products.

The following is a summary of the conclusions from successive inter-
national conferences on food held in New York, Rome, Bucharest, and
from the Islamic Summit Conference held at Lahore (1974).

1. The existing situation of agricultural and food production in the
world is serious especially in developing countries which cannot face the
increase in demand and surmount the horrifying increase in population.
This makes it imperative for concerned persons to formulate an immedi-
ate and a long-term development plan for facing the decreasing food
supply and to establish adequate food reserves for the future.

2. It i1s imperative for the Islamic countries to find a solution
and implement it at the level of the Islamic world and to deter-
mine the exploitable and currently exploited resources in order to
develop them and build up a long teim plan.

3. A severe crisis threatens mankind unless joint efforts are made
to face these problems scientifically. We in the Islamic world have
to take immediate action to face this forthcoming crisis.

The resolutions of the World Food Conference held at Rome in
November 1974 were of the same practical type. They are sum-
marised as follows:

a. The establishment of a World Food Council of 36 states
which represent the geographical groups in order to follow up
and develop the activities of the World Conference.

b. The establishment of an international fund for agricultural
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development in which advanced, developing, rich and beneficiary
countries will participate.

c. A recommendation calling upon states in the various geographical
regions to consolidate their efforts and determine their goals in order to
promote agricultural production.

We all know the controversies which face such resolutions and cannot
deny that they conflict with national or international interests. How-
ever, the non-aligned world in particular has for some time exerted its
utmost effort to realise the greatest extent of unity represented by polit-
ical and economic international groups and groupings within itself
towards realisation of the same objectives. No wonder, therefore, that
the special responsibility of these states arises in respect of the most im-
portant and most serious problem of our daily life, namely the food
problem.

The World Food Conference resulted in the establishment of an Inter-
national Fund for Food in which advanced countries and oil producing
countries were to subscribe. The Fund has a recurrent capital of $1,000
million (the advanced countries subscribed 500 million and the oil pro-
ducing countries paid an equal amount) for the provision of assistance to
various countries in increasing their agricultural production.

The annual increase in the population of the Islamic world is about
2.7% while the annual increase in the gross food production of the Islam-
ic world is about 2.5% only and livestock production is less than 1%.
Food requirements increase by over 3.8%. Certain Islamic countries are
experiencing an increase in the purchasing power of individuals which
has consequently raised the average demand for concentrated food comi-
modities such as animal protein, e.g., meat, milk, eggs, and poultry
(which are not abundantly available in the Islamic world) from 1956 to
1968 by 60%—70%. During the past six years 1971—76 this rate has in-
creased by one third to reach 80%—93%. Imported livestock products ex-
ceeded 250 million dollars and will double by 1985.

The world level of grain production dropped from 1316 million tons
in 1971 to 1275 million tons in 1972, namely by 41 million tons; this
adding to the hunger of a world which had eagerly waited for the grain
yield in 1973. In 1974 hunger and famine became more serious and con-
tinued in 1975 and 1976 despite an expected increase of 100 million tons
of grain. Therefore, the Islamic world must seriously endeavour to save
Muslims everywhere from hunger or humiliation in the quest of food
from outside the Islamic world, or from the threats of hunger war pro-
claimed by rich countries, or from hard political pressure after the “Food
for Crude’” banner was raised.

There are four methods of increasing agricultural food production in
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which is around 13.4 billion hectares.

2. The cultivated area in the whole world is 1.773 billion hectares, the
cultivated area in the Muslim world being 242 million hectares. These
figures represent 13% and 8% of the corresponding geographical areas
respectively.

3. The share per capita land at the world level is 1.178 ha. while in the
Muslim world it is 3.524 ha. per Muslim person. The utilised cultivated
area in the Muslim world per capita is only 0.39 ha. with 3.134 ha. left
unused and most of the unused areas are rain fed.

4. If we know that the shortage of cereals in the world is around 100
million tons and the average productivity per ha. is around 1.5 tons, we
can calculate that only 67 million ha. need be cultivated in the Muslim
world to relieve the cereal shortage. This area could be selected in the
Sudan with its vast cultivable area of 81.3 million ha. Also, there are vast
areas which could be cultivated in Muslim African countries and the
Arab world.

5. The pasture areas in the Muslim world are under half a billion ha.
compared with world pastures of 3 billion ha. The Muslim pastures
represent under 16% of the whole world pasture.

6. Woods and forests in the Muslim world are about half a billion ha.
representing 11.5% of the world forests of 4 billion ha.

7. The permanent irrigated area in the world is not estimated but that
of the Muslim countries is around 37 million ha. (1973) which represents
15% only of their total cultivated area while the remaining 85% (205 mil-
lion ha.) is under uncertain rain.

8. The Muslim world is well served by rivers, but loods need con-
trolling and most of these rivers need an infrastructure of dams for con-
trolled irrigation. Nowadays, the Muslim countries are in the process of
building dams, e.g. Fum El Gleita on the Grogol in Mauritania, Zango
and Mozago dams on Maggia river in Niger, Diana and Monentana on
Senegal. The amount of water that could be reserved on these rivers
could amount to hundreds of millions of cubic meters. Land around these
rivers are of good soil and could be partly irrigated permanently and
partly by rain.

A survey of land and water in the Muslim world is a must for the
decision of projects that could be implemented within a framework of a
master plan for the Muslim world as a whole. With the integration of
crop production it may be possible to achieve self-sufficiency.

Population and Manpower in the Muslim World

The estimated population in the Muslim world rose to 623 million in
1972, reaching 750—800 million in 1976, and will total one billion in 2000
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A.D. The annual rate of increase in the Muslim world is calculated to be
2.7% or between 2.5—3.5%.

The population connected with agriculture in the Muslim world is
about 75% of the total population; that means 467 million people are in
the agricultural sector but those economically effective in agriculture are
only about 134 million.

In 1970 the population in the Muslim world was 586 million, out of
which 392 million were involved in agriculture, which represents 67% of
the total population.

The total manpower economically effective in the Muslim world in
1970 was 196 million out of which 134 million were connected in agri-
culture. The gradual increase in the Muslim population could be sum-
marised as follows:

In 1965 the Muslim population was 508 million; by 1972, it was 623
million. This number represents 16.6% of the world population. In 8
years (1965—1972) the Muslim population increased by 115 million with
an average yearly increase of 14.5 million.

From UN statistical data, the Muslim population in the Muslim
World was some 700 million in 1975. The true figure could well be more
than that (750-800 million), because of the fact that UN estimations are

conservative,

Characteristics of Agriculture in the Muslim World

The agriculture situation in the Muslim world has certain characteristics
which distinguishes it from the state of agricultural production in devel-
oped countries. Some of these characteristics are listed below:

Only 11% of the land in the Muslim world is under cultivation, large
fertile areas with sufficient rainfall remain uncultivated. Productivity
per hectare of some crops in some Muslim countries is higher than the
world average. The average productivity for all the Muslim world com-
bined falls short of one quarter of world average productivity.

Traditional cultivation techniques which are outdated are used. Pro-
duction requirements are lacking thus limiting agriculture to subsistence
levels.

Low productivity seeds are used instead of high-yielding new hybrid
forms. While most landowners possess practical experience, they are
poor in capital and technical know-how. There is a lack of national and
cooperative banks which could provide financing on easy terms. Proper
irrigation techniques are not common knowledge. This causes crops to
suffer from weakening factors. Water resources are so misused that with
some rationalisation the irrigated area (which is currently 40 million ha.
or about 16% of the total cultivated area) could be significantly increased
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with the use of the existing water resources.

Farm wastes have not been subjected to modern techniques for
increasing soil fertility.

Hunger is one of the most severe problems which at present confronts
the Muslim countries as members of the developing world for example:

1. There are 300—s00 million undernourished Muslims who could
face famine at any time. Their number represents about 40% of the
Muslim people.

2. One out of each five Muslim children die before reaching five vears
of age, and at least half of the survivors are victims of under-
nourishment.

3. Malnutrition to which Muslim mothers are exposed during preg-
nancy endangers the growth of babies and could cause them to suffer
from mental retardation.

4. Food consumption in the Muslim world is below world average.
Many Muslim areas, especially those subjected to frequent natural dis-
asters, suffer from food shortage.

5. Food production has been growing at 2.6% in the Muslim world
but, as a result of high population growth, this has not improved per
capita food consumption.

6. 70—-80% of GNP is expended by Muslim governments on the
importation of food due to high world food prices.

International reports show that food imports of Muslim countries have
doubled ten-fold since 1976. Iran heads the list of ten countries purchas-
ing food from the American stock, with its purchases reaching /757 bil-
lion in 1974. The same reports note increasing attention paid to food
requirements in the Muslim world.

Should the Muslim world accept the challenge posed by hunger, it
will have to double its food production by the year 2000. This requires
the bridging of the current supply gap through integration and cooper-
ation within the framework of a systematic food plan over the next 23
years.

Cereal Production in the Muslim World

The total production of cereals (wheat, sorghum, millet, corn, barley
and rice) in 1972 was estimated to be 124.2 million tons. The present esti-
mation is 134 million tons in 1976.

The production of cereals in the 3 main regions of the Muslim world
in 1972 was as follows:
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a. Asia—79.4 million tons with the majority in rice production.
b. Africa—17.1 million tons with the majority in sorghum and millet.
c. Arab world —27.7 million tons with the majority in wheat.

The per capita consumption in the 3 regions was as follows:

a. In Asia 211.8 kg./year
b. In Africa 149 kg./year
c. In Arab countries 256 kg/year.

The general average of cereal consumed by the Muslims in the Muslim
world 15 199.6 kg /year.

The percentage of cereal production in the Muslim world to the
whole world is 9% whereas the percentage of Muslim population to the
world population is 16.6%. So it is imperative that the Muslim world
should increase its production by 6.9% so as to reach parity with the rest
of the world. This shortage of cereals is a heavy burden on the Muslim
countries’ budgets, exposing them to foreign pressure economically and
politically.

The following table shows the inadequacy of cereals production as re-
lated to the increasing population and also the gradual decrease in the
Muslim share per year.

I-’op:.u’;n.‘:'_on- o « ,:en‘fm.u’ Production Al-‘l’rag-?- -ca;:_;;mpriou per

Year in millions in million tons person per year in kg.
1968 553 112 202

1969 570 115 201

1970 587 117 1993

1971 603 119 196-7

1972 623 124 199

General Average: 199-6

From this table we can draw the following conclusions:

1. The increase in the Muslim population is constant.

2. The increase in cereals is fluctuating and not in pace with the in-
crease in population.

3. The increase of cereal production in 1968/1969 was 3 million tons
only, while the increase of population was 17 million with an average of
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176.5 kg/person/year and this is below the general average of 199.6 kg.

4. The increase of cereals in 1969—70 was recorded as only 2 million
tons, the Muslim population increased by 17 million representing an
average of 117.6 kg/person/year.

5. In 1970/71 the increase in cereal production was 2 million tons
while the increase in population was 18 million which means that the
share/person/year was 111.1 kg.

6. In 1971/1972 the production of cereals recorded s million tons
while the population increase was 18 million with an average per person
of 277 kg/year. This increase in production retained the normal aver-
age of 199.6 kg/person/year.

The following table summarises the per person share of consumed cereals
in the main regions of the Muslim world.

Population Cereal production Average share|

Year in millions in million tons personyear in Kg.
Asia  Africa Arab Asia Africa Arab Asia Africa  Arab
1968 330 103 120 73 1§ 24 221 1456 200
1960 340 106 124 76 18 22 2235 1698 1774
1970 351 108 128 79 17 21 2251 1574 1641
1971 362 111 132 8o 16 22 221 1441 166-7
1972 373 114 136 79 17 28 211°8 1491 2059
General Average: 2205 1532 1828

Livestock Production in Muslim World

Turning to the livestock production situation in the Muslim world the
following may be noted.

1. The total number of animals in 1971 reached 571.6 million head and
in 1972 it recorded 575.2 million — an increase of 3.6 million head.

2. The cattle in the Muslim world represent 13% of the world’s cattle
herds.

The buffaloes in the Muslim world represent 18% of the world total.

Camels in the Muslim world are more than 79% of the world total.

Sheep are 22% and goats 41%.

The animal population in the Muslim world represents 21% of the
world total of animals.
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3. In 1972 it was recorded that animals in Asia were 276.1 million,
Africa 112.4 million and the Arab world 186.7 million.

4. The animal population in Asia and the Arab world was more in
1972 than in 1971, but decreased by 1 million in Africa because of the
severe drought that hit the Sahelian zone in 1972. The increase in Asia
was 0.65%, in the Arab countries 2%; however, in Africa, there was a de-
crease of 1.5%. The decrease in the animal population in five Muslim
countries (Niger, Mali, Upper Volta, Senegal and Cameroon)
amounted to 2.12 million head, in 1972. Niger was the most hard-hir,
losing 1.2 million head, Mali — 0.45 million, Upper Volta 0.3 million
and Senegal 0.15 million. The least affected Muslim country in the Sahe-
lian zone was Cameroon with a loss of 20,000.

In spite of the vast pasture area in the Muslim world, animal production
remains backward as a result of insect and disease attacks. As an example,
in Africa if the disastrous tse-tse fly could be controlled in only 7000 km?
(700 million hectares or 1750 million acres), 1.5 million additional tons
of meat could be produced annually which is worth 750 million dollars.
A de-infestation project is likely to cost $2250 million and would take
20—30 years to complete.

5. As for meat production in the Muslim world the situation could be
summarised as follows:

a. Total meat production in the Muslim world in 1972 was 4.8 million
tons. The cattle and buffalo meat share was 2.2 million tons, sheep and
goat 1.4 million tons, poultry 0.6 million tons and 0.6 million tons
from offal and wild animals,

b. The number of animals slaughtered in 1972 was 143.4 million head
comprising 16.4 million cattle, 2.0 million buffaloes, 76.2 million
sheep and 48.8 million goats.

¢. Meat production in the Muslim world is about 4.4% of meat pro-
duction in the world. Cattle and buffaloes slaughtered in the Muslim
world is 5% of the world and sheep 14%.

d. Asia produced in 1972 1.87 million tons of meat, Africa one million
tons and Arab countries 1.93 million tons.

e. The per capita share in meat production in the Muslim world is 7.7
kg/year compared with the world level of 28.7 kg./year. This uneven-
ness of distribution among the world population on the one hand and
the Muslim world on the other is very significant.
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Fish Production in the Muslim World

Summarising fish production in the Muslim world the following points
could be mentioned:

I. Thc total fresh-fish catch in the Muslim world in 1973 was about
5.1 million tons, 2.4 million tons from Asia, 1.7 million tons from Africa
and 914,000 tons from the Arab world.

2. Indonesia was the leading Muslim country in fish catches in 1973, It
produced 1.3 million tons which is about the same as the total catch oft‘hc
15 Muslim countries of Africa which netted 1.7 million tons.

3. The percentage of the fresh fish catch in the Muslim world to the
world total is 7. 5%.

4. The per capita share of the Muslim world fish catch is 8 kg/year as
compared with 17.2 kgm per capita per year in the world. J

Shortage of Food

Statement of the most important factors responsible for the world food shortage.
The factors that have caused the shortage of food all over the world are
many, variable and inter-related. Some of these factors are attributable
to uncontrollable elements such as the climatic conditions. However
these factors can be adjusted by genetic changes in plants so that they wili
adapt themselves to severe weather conditions such as drought or floods
cold weather, frost, or the length or shortness of light. There are also thc‘
factors resulting from diseases and pests in the fields and stores; these can
be directly controlled by the use of chemicals. o

. We can summarise some of the causes that lead to the shortage of food
in the world as follows:

The Rapid Growth of the World Population

The world population is estimated to increase at about 2% per annum.
Moreover we know that every second carries with it a new problem for
the World. for it has to provide food for two newly born babies, that is to
say it has to provide food for 7,500 persons every hour, 170,800 persons
every day and about 65 million in 1973 and continued in the following
years bringing the world’s populaticn in 1975 to about four billion per-
sons.

To combat food shortage and its terrible consequences the Muslim
world needs to lay down an integrated strategy for agricultural develop-
ment geared towards achieving self»suﬁ]cienc.y. Data collection is an im-
portant pre-requisite for developing such a strategy.
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Lack of Data about Food Production in the Muslim World
Data collection concerning the various resources in the Muslim world
has become essential at the present time, especially after the shortfalls in
agricu]tural production.

There are certain established facts that might strengthen the demand
for laying out a Muslim strategy at present and it might be useful to sum-
marise some of them as follows:

. Natural resources for agricultural production in the Muslim world
have not been defined because they are not yet known with certainty and
the available data and statistics are based on world sources rather than
from the Muslim countries themselves. Moreover, most of them are
based upon estimated calculations that do not completely represent re-
ality and most probably they do not give sufficiently accurate infor-
mation that could be depended upon in establishing a long-term food
production strategy.

5. There is no Islamic reference source that can provide data and stat-
istics about production, consumption, and storage of foodstuffs. Further
expectations for production and consumption and the amount of in-
crease and decrease in these commodities are not as yet well defined.

3. There is no available detailed information about development plans
in Muslim countries. Such information is very important in building up
an integrated plan for food production.

4. There is no information on the problems hindering agricultural
production in each Muslim nation individually. Naturally there are
common problems between geographically similar regions which could
be studied by Muslim scientists. In reality all that we know about these
problems s their result which appears clearly as low levels of production
and productivity.

5. World and Regional Agencies perform certain studies. Yet, these
studies are not easily accessible to specialists of agricultural production
who lack coordination amongst themselves. Assistance offered by these
agencies is required to attain the aim of agricultural development and to
enable specialists to put together the components of a Muslim agricul-
tural plan. A Muslim Specialised Agency should coordinate all these
studies so that they might contribute towards formulating the plan and
developing methods of agricultural cooperation that would achieve the
optimum investment of natural resources in Muslim countries.

6. The Muslim Nation is rich in scholars and specialised personnel in
all branches and fields of agriculture, economics, construction and en-
gineering sciences. These technocrats of the Muslim world should get to-
gether as we are now, in this Conference, to exchange ideas within a

framework of a well defined plan.
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Projection of Food Commodity Production and Consumption

The main objective in studying the natural resources of the Muslim
world and its present food production and consumption together with
the projection of such in the future, is to be aware of the inevitable deficit
so as to build up a plan to avoid increasing insufficiency in food in the
Muslim world. The following are some projections:

The yearly average rate of increase in population, food production
and demanded consumption, could be summarised as below:

1. The average rate of increase in population 2.7%
2. The average rate of increase in food commodities 2.6%
3. The average rate of increase in demand 3.4%

The Muslims consumed, in 1965, 16.6% of the world production of
grains and this percentage of grains increased significantly to arrive at
18.5% in 1975. It is predicted that the percentage of demands will reach
19.3% in 1980.

The Muslim population consumed 15.7% of the world rice production
in 1975 and this is predicted to rise to 17.6% in 1980. They will need
21.5% of the coarse grains of the world production in 1980. As for
sorghum and millet Muslims consumed 30% of the world production in
1975 while the consumption for 1980 will be 31.5%.

The consumption of sugar by the Muslim population averages 1.1% of
the world production.

The present consumption of food commodities and the future predic-
tion of demands as compared with the present production must urge
Muslim scientists to cooperate in finding the means and methods to over-
come a real challenge of famine facing the Muslim world.

The task requires scientific methods and should involve the following:

1. Asurvey of the resources —in detail.

2. A knowledge and analysis of the problems that inhibit the develop-
ment in food commodity production.

3. Forecasting demands on different agricultural food crops.

4. Building up a master plan to be implemented on a short and long
term basis. For the short term plan, the following targets could be set:

a. To improve productivity of present cultivated areas to reach the
world average in both irrigated and rain-fed lands. This means better
utilisation of present cropped land.

b. To increase the production of modern inputs such as nitrogenous
and other fertilisers from the present plants in the Muslim world.
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¢. To liberate bounded Muslim lands by connecting them with mar-
keting centres by roads and transportation facilities.

d. Toimprove the use of available water resources and expand irriga-
tion farming.

¢. Todevelop animal livestock for better breeds.

f. To achieve a better management of pastures for the production of
more meat.

g. Toachieve a better use of forests as a source of raw marterial for in-
dustry.

h. To achieve a better utilisation of inland and sea-water for higher

fish catch.
As for the long-term plan:

a. Preparation of integrated agricultural projects.
b. Conversion from rain-fed agriculture to continuous irrigation by
storing the floods of rivers.

The most important factor in bringing all the above ideas to reality is to
find the money needed for their implementation. At present poor
Muslim countries cannot find enough money to buy food from the
world market. Tomorrow, rich Muslim countries will not find food in a
dry world market but they may have piles of money and gold.

The Muslim world is rich in as yet un-estimated agricultural resources
which could be utilised not only for the Muslims but also for all human-

ity.



25 Financial and Economic
Cooperation among Muslim Countries

S Shahid Husain

Financial and economic cooperation among Muslim countries has been a
subject of great interest in recent years. A number of proposals in this
regard have been considered and some have even been implemented, but
the need for greater cooperation continues to be keenly felt. In fact, the
need acquires added urgency in the context of major problems facing the
world economy. The talks on liberalisation of trade are moving slowly.
The international monetary crisis has not yet been fully resolved. The
problem of the debt burden of the LDCs continues to be significant.
Official development assistance as a percentage of the GNP of donor
countries has been declining. These factors affect our countries indi-
vidually in many different ways, but they also affect them as a group of
less developed countries with a distinct heritage and common bonds. It
is, therefore, important to ask ourselves how we can join hands to in-
crease the pace of socio-economic progress of our peoples against the
background of a troubled world economy.

The effectiveness with which we can deal with cur own economic
problems and play a useful role in the world economy depends to a great
extent on the degree of cooperation we can achieve among ourselves.
Although religious affinity, common traditions and similarity of prob-
lems can facilitate economic cooperation, yet, to be successful, such co-
operation must have a sound economic basis. The world has seen many
an effort at economic cooperation and integration. While some have
succeeded, a number of them have languished because they did not gene-
rate enough mutual economic benefits or were troubled by political or
ideological differences. In this paper, I therefore propose to explore
whether the conditions for successful cooperation among the Muslim
countries exist and if so what types and forms of cooperation are likely to
be viable.

We all share a common religion and, to varying degrees, a common
culture and traditions. There are no serious ideological conflicts. Inevi-
tably, there are political differences but none that cannot be overcome
for common good. We are all part of the Third World with a pressing
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need to improve the social and economic conditions of our people.
However, similar though the outlook and problems of Muslim countries
are, there is among them a great deal of economic heterogeneity. It
would, therefore, be worthwhile to review the economic characteristics
of these and examine their implications for financial and economic co-

opcration.

Economic Characteristics

There are, at present, about forty Muslim states in the world. They are
spread over three continents with climates varying from temperate to
tropical. Their political spectrum is as varied as their geographical spec-
trum. Their total population is about 700 million, or one-sixth of the
world population, and ranges between two hundred thousand for Qatar
to 131 million for Indonesia.* In terms of area the smallest state is Bahrain
with 1,000 square kilometres and the largest is the Sudan with about 2.5
million square kilometres.

The lowest population density is in Mauritania with 1.28 persons per
square kilometre and the highest density is in Bangladesh with 550 per-
sons per square kilometre. In 1975, seven of the Muslim coumrieslhad a
population of less than one million and twenty five had a population of
less than ten million. Most of the population was thus concentrated in
about a dozen countries.

While some of the countries such as Saudi Arabia, Libya and Algeria
contain large uninhabitable desert areas, there are countries with a good
potential for agricultural development such as Egypt, Iran, Pakistan, the
Sudan, Malaysia and Turkey. The oil-producing Muslim countries hold
a major part of world oil reserves and currently produce a major share of
world output. In 1972, the share of Muslim countries in world exports
was about 75% for oil and rubber, 35% for cotton, 44% for jute, 34% for
palm nut kernels, 36% for groundnuts, and §4% for olive oil.

There is considerable disparity in the economic size, level of develop-
ment, and economic performance of the Muslim countries. In 1975, Iran
had the highest GNP with US$49 billion and Gambia the lowest with
US$0.1 billion. The per capita income ranged from US$11,510 for
Kuwait to US$1,440 for Iran to US$go for Mali and Upper Volta.
During the period 1965—74, their GDPs and per capita incomes bad
grown at very different rates. Thus, apart from major oil-producing
countries which were a special case and registered high rates of growth
of GDP, Lebanon, Syria, Tunisia, Turkey, Indonesia, Malaysia, and
Cameroon experienced a growth rate of about 6%, Bangladesh, Jordan,

*See end of chapter for detailed tables. These tables are based on available data for thirty-

nine Muslim countries.
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and Senegal 1.0% or less, and Chad and Niger even showed negative
growth rates. The performance regarding per capita income growth was
equally varied with several countries showing negative growth rates,
and only a few (apart from oil-producing countries) showing a growth
rate of more than 4%. Taking all the Muslim countries together, about
half the countries had a per capita income of less than US$300 in 1975
and no country except oil-producing countries had a per capita income
of more than US$1,000. The average per capita income was only about
US$s500in 1975.

We notice a similar diversity in the industrial structure of the Muslim
countries. In 1973, only Bahrain had a high share of the manufacturing
sector in the GDP mainly because of petroleum refining. Six of the coun-
tries (Egypt, Malaysia, Pakistan, Syria, Turkey, and Cameroon), had a
share of between 15% and 25%. On the other hand, there were fourteen
countries with 35% or more of their GDP originating in agriculture.
There were also a number of countries with a very low agricultural
share. For example, Algeria, Bahrain, Kuwait, Libya, Oman and Saudi
Arabia had an agricultural share of less than 10%. These together with
Iran, Iraq, and Mauritania are also the countries which have a pre-
dominant share of “other industry” (which includes oil production and
minerals) in GDP. The share of “other industry” was very small in the
rest of the countries.

In terms of international trade, the Muslim countries appear to have
largely open economies. The share of exports in GDP was more than
40% in nine countries (five of them oil exporters) and more than 20% in
twenty-three countries (fourteen of them oil exporters). The import
share was more than 20% in about two-thirds of the countries and more
than 40% in one-fifth of the countries. In general, the export and import
ratios tended to be high for oil-producing countries and some of the
small African countries.

External accounts exhibit the same diversity of behaviour as the other
economic indicators. In 1975, large current account deficits were run by
Algeria, Egypt, Indonesia, Pakistan, and Turkey, and large surpluses
were experienced by Iran, Iraq, and Saudi Arabia (data on other oil
producers were not available). There were few non-oil producers that
did not run a deficit. In fact, there were 22 Muslim countries (including
some oil-producing countries) that had a current account deficit in 1975.
Large international reserves have been accumulated by the oil-
producing Muslim countries, mainly Algeria, Iran, Iraq, Kuwait, Libya,
and Saudi Arabia. Malaysia and Turkey also had sizeable reserves.
The majority of the countries, however, had a rather low level of
reserves.

In 1974, the total trade (exports plus imports, f.0.b.) among Mushm
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countries amounted to about US$12.0 billion and constituted about 7%*
of their international trade. The share of exports to other Muslim coun-
tries in total exports varied from negligible for some countries to very
high for the Middle Eastern countries. Twenty-two of the countries (ten
of them major oil-exporting) were exporting less than 10% of their total
exports to other Muslim countries and only nine countries were export-
ing more than 15%. The share of imports from other Muslim countries
ranged between negligible and about §1% of total imports of an indi-
vidual country. Twenty-seven countries (nine of them major oil-
exporting) imported less than 10% of their total imports from other
Muslim countries.

The picture that emerges from the above description is that of great
economic diversity among the Muslim countries. They have vastly dif-
ferent resource endowments, levels of economic development, growth
rates, and degrees of openness. To an extent these differences may place
limitations on the expansion of economic relations among some of the
countries. But, by and large, they indicate a substantial complementarity
in resource endowment, economic structures, trading patterns, and
external balances. There should, thus, be great potential for increased
economic exchange and financial cooperation.

Although the Muslim countries are heterogeneous in several respects,
yet they have some basic and important similarities: they are all underde-
veloped and several of them are among the poorest countries of the
world; their manufacturing sectors are very small; productivity especi-
ally in the agriculture and informal sectors is very low; the service sector
including the financial sector is underdeveloped; and they have gener-
ally low literacy rates.. '

It is also possible to divide the Muslim countries into subgroups of
similar countries. For example, most of the oil-producing countries have
high per capita incomes, balance of payments surpluses, large capital out-
flows, large international reserves, high export and import ratios, small
agricultural sectors, medium to small manufacturing sectors, small popu-
lations, and shortage of labour. On the other hand, there are countries
that have small populations and relatively low per capita incomes such as
Afghanistan, Cameroon, Chad, Gambia, Mali, Niger, Somalia, Upper
Volta, and Yemen.

A third group could consist of large countries with relatively devel-
oped industrial and agricultural sectors. Turkey, Malaysia, Egypt, and
Pakistan would fall into this category although they cover a wide range
in terms of per capita income.

A fourth group could be of large and densely populated countries with

* Since we have excluded the cost of freight and insurance from the data of mutual trade,
this share is slightly understated. See Table 2 at end of chapter.
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heavy pressure on presently developed resources such as Bangladesh,
Indonesia, Pakistan, and Syria.

The groupings given above are meant to be neither comprehensive
nor exclusive. Obviously, there are countries that would fall into more
than one category. Other groupings can be formed on the basis of other
economic criteria. What these groupings show, however, is that there
are clusters of similar countries within the larger group of Muslim coun-
tries covering a wide range of economic size and development. Thcy
suggest a good potential for increased economic exchange of certain
kinds within the subgroups and some other kinds across the subgroups.
This issue will be discussed in more detail later on.

Areas of Cooperation

Financial and other types of cooperation including trade are closely
linked. Although cooperation in the financial field alone is possible, its
benefits increase more than proportionately as it is extended to other
fields. There would be little need for, nor much benefit from, such co-
operation if other economic relations among the countries are minimal.
However, if real economic exchange is considerable, financial cooper-
ation would yield direct benefits as well as promote this exchange. We
will, therefore, deal with financial as well as other related areas of
cooperation.

There are a number of Muslim countries which have abundant capital
resources but shortage of manpower. These are mainly oil producing
countries which also have substantial balance of payments surpluses on
account of oil exports. Among the rest of the countries some have large
populations and, therefore, a potentially large labour force, and some
have a rather low population-land ratio, but almost all of them have
shortage of capital and most of them have experienced balance of pay-
ments deficits. We have already noted that all the Muslim countries are
underdeveloped. Therefore, we have an obvious case of different factor
endowments and a potential for increase in the welfare of all Muslim
countries through either increased factor mobility or increased exchange
of goods or both. The case for enhanced trade will be discussed later on.
But there could be considerable mutual benefits from increased move-
ment of capital and labour across the countries. Some of the relevant
aspects of factor mobility are discussed below:

1. Movement of labour by its nature is cumbersome, but there can be
situations when labour movement is the optimal solution. In recent
years, the labour-scarce Muslim countries have imported, mostly on a
temporary basis, significant quantities of manpower especially from
other contiguous countries. These countries will continue to feel the
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need for importing manpower in the fo‘rcsecable future in or_dcr to mailn—

tain their pace of development. The labour-abundant Muslim countries

can easily manage to supply the necessary manpower. There are, how-

ever, a number of potential problems in thf: lar.gc:-scalc transfer oflabogr.

Firstly, the importing countries may be justifiably cautious a‘bout dis-

turbing their internal population balance. Sccoqdly. the exporting c?un-

tries may experience serious sho;tagcs gf particular skills arising from

emigrating manpower. Thirdly, importing labour on a purely tcnﬁpoi—

ary basis can entail large economic costs and congderabk human hard-

ship: there would be costs of location and rclocanon, training ::'p_cpensis.

and problems of adjustment in new surroundings and of re-entry into tb'e

home country. Although some of the problems can be resolved on a bi-

lateral basis, it is desirable that the whole issue is dealt with at a multilate-

ral level. The aspects that require urgent attention arc'thc systematisation

of labour supply and improvement of pre-emigration training in tl:le

exporting countries, expansion of the'serwccs required to facilitate ad-
justment in the host countries, collection of data on labgur movement,

and forecasts of future demand and supply of manpower in the countries
concerned. Another important issue is how far the import of labour can
be purely temporary. In this regard the importing countries need to for-
mulate a long-term immigration policy based on their development pro-
gramme and labour needs. Temporary importation of ‘iabour can meet
the needs to an extent but cannot be a permanent solution. An ungablc
labour force with its inevitable socio-economic problems is neither in t.hc
interest of host countries nor the exporting countries. The host countries
should, therefore, allow for the permanent immigration of some part of
the labour. They should, of course, specify their preferences regarding
skills, backgrouﬁd, place of origin, etc., in keeping with their needs and
cultural milieu. ‘

2. There are fewer problems involved in the movement of cqpual.
Here, the main considerations are inadequacy of return and sccurity of
capital for the investor. The capital-sgrplus countries obviously _havc.t;:
compare the alternative investments in s-hcllndustnallscd countries wit
those in the Muslim countries. Investment in the latter would appear to
be less secure and instruments of investment are not as numerous. The
returns on physical investment in the Muslim countries ..howe.vcr, can :)e
very high especially in comparison to purely financial investment in the
industrialised countries. At the same time, the investment portfolio can
and should be diversified with a consequent reduction in risk. Whatever
risk is attached to investments in the Muslim countries gou]d also be
covered by a mechanism of joint guarantee which will be discussed later.
In any case, a relatively small part of investlbllc resources of t'hc surplus
countries can properly be absorbed by, and will need to be diverted to,
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the capital-scarce Muslim countries. There is, thus, a good case for in-
creased capital movement especially on a medium- and long-term basis,
This would compensate for differing factor endowments and enhance
the pace of development in all the countries.

3. There is also a need for short-term capital movement. As noted
above, some Muslim countries have persistent balance of payments sur-
pluses while others have deficits. These imbalances stem largely from the
trade pattern in oil and are mostly run against outside countries
(although intra-group trade in oil is also responsible for them). True
equilibrium can, therefore, be reached only on a world basis. Neverthe-
less, shor*-term loans or balance of payments support by surplus coun-
tries can provide crucial assistance to deficit countries. This would help
the deficit countries in protecting the pace of development by avoiding
actions that would either depress their economies or reduce essential
imports. Once again, the surplus countries would have to channel only a
small part of their surplus for this purpose and a mechanism for reducing
the risk needs to be devised. It should be noted that such loans are already
being made by surplus countries on a bilateral basis. However, there is a
need for increasing the size of support and a multilateral arrangement to
ensure greater continuity and to reduce the risk of default.

In 1975, the total trade of the Muslim countries amounted to about
US$180.0 billion and trade among themselves amounted to about
US$%12.0 billion. The total value of world trade in 1975 was about
US$1,600 billion. The total trade and the intra-group trade of the
Muslim countries thus accounted for 12% and 0.8% of the total world
trade respectively. The intra-group exports were 5.8% of their total
exports. This share increases to 16% if the exports of oil-producing con-
tries are excluded. The share of intra-group imports in total imports was
8.2%. Obviously, the size of the mutual trade of the Muslim countries is
quite small compared to their share in world trade and should be suscep-
tible to increase. Enhanced trade would also have a strong positive im-
pact on the GNP of these countries. To the extent that there cannot be
completely free movement of factors, increased mutual trade could com-
pensate for it and improve resource allocation.

An examination of the major imports and exports of the Muslim coun-
tries reveals a certain pattern. Practically all the countries import their
capital goods from the industrialised countries. There is very little trade
in these goods within the group mainly on account of the underdeve-
loped industrial sectors. Some of the countries such as Turkey, Iran,
Egypt, Pakistan, Malaysia are at a stage that they can go into an econ-
omic production and export of these goods if there is an assured wider
market. There is, therefore, potential for increasing trade in these goods
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and expanding the industrial sectors of some countries in ic process.

The oil-surplus countries are mainly dependent on (?11 exports to the
industrialised countries. Most of them import machinery as well as
manufactured goods and food for domestic use. The countries men-
tioned in the previous paragraph export some of these manufacn_l.rcd and
food items. In several cases, trade in the same or similar goods is being
done with the third countries. With better market information and stan-
dardisation, it should be possible to divert this trade to the Muslim coun-
tries. It should certainly be possible to increase agricultural exports from
countries like the Sudan, Pakistan, and Egypt to the oil-surplus coun-
tries.

Several of the Muslim countries have a high potential for further in-
crease in manufacturing and agricultural output for they possess the
requisite skills, relatively cheap manpower, and the Fcchnology to do so.
Most of them are also large, relatively poor, and capital-scarce countries.
This is a situation in which a linkage between trade and capital move-
ment can yield high dividends. The oil-surplus countries can prpvidc
necessary resources for investment in these countries for the expansion of
their industrial and agricultural sectors. These countries can then export
the requisite goods to the oil-surplus countries. In some cases even the
repayment of loans or repatriation of profits could be linked with invest-
ments in the exporting sectors. Increased exports from the non-oil pro-
ducing countries would also help their balance of payments position.

A number of countries, especially the oil-surplus countries, are unc.lep
taking large-scale development programmes. They are at the same time
deficient in planning and construction capacity. The countries that have
passed through the carlier stages of industrialisation and 1r‘1frastrucullrc
building have acquired the necessary skills and construction capacity
which can be imported by the former set of countries. To an extent this is
already happening. But the planning of projects and construction of
plants is also being done on a large scale by the non-Muslim countries.
The Muslim countries, therefore, should explore the means of supplying
these services from among themselves and upgrading them wherever
necessary.

Other services such as commercial banking, shipping, and insurance
should be expanded. Either joint ventures could be floated or better faci-
lities could be provided for their operation when owned by other
Muslim countries. At present, most of these services are bcing supplied
by third parties and there is no reason why Muslim countries cannot pro-
vide these services themselves.

There are a number of economic and financial problems that are
peculiar to the Muslim countries and require serious research for finding
proper solutions. Some examples are the need for improvement of arid
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agriculture and tropical crops, the finding of construction materials and
styles suitable to a hot climate, increasing water availability, the preven-
tion of desert encroachment on arable land, and the examination of the
role of interest in a modern economy and implementing the Islamic
alternatives. Clearly, we need to invest not only in physical capital but
also in research and development to find appropria‘tc technological
solutions to our problems.

The Muslim countries are already cooperating in some of these areas,
There are a number of bilateral and multilateral agencies (more than fifty
by one count) active in development finance. These are mainly located
in the Middle East, financed by oil-surplus countries and covering a ma-
jority of the Muslim countries. Obviously, their individual coverage and
empbhasis are quite different. Many provide bilateral assistance and most
of them are based on geographical and historical relationship. Bilateral
assistance has been especially large in recent years. Among the multilate-
ral agencies only the Islamic Development Bank is meant to cater for all
Muslim countries. There have also been efforts at increasing mutual
trade and services, but, given the magnitude of problems and the
potential for improvement, past efforts appear to be far from adequate.
The resources devoted towards these ends are insufficient and the effort
has been unsystematic.

There is, therefore, considerable need as well as scope for a vehicle for
greater financial cooperation, factor movement, and trade among the
Muslim countries. Given the multiplicity of existing institutions and
their common financing, other institutions may neither be welcome nor
feasible. On the other hand, any form of cooperation that does not insti-
tutionalise the arrangement is devoid of continuity and vitality. Our ap-
proach towards increased cooperation should, therefore, be to
accomplish as much as possible by first strengthening the existing insti-
tutions, widening their scope, or increasing their resources. In areas
without any existing agency, such as trade, we can set up a new agency
or a working group to promote the activity. The purpose should be to
optimise the use of existing mechanisms and proceed gradually to estab-
lish others.

Recommendations

The Islamic Development Bank should act as the main vehicle for pro-
viding medium- and long-term funds for the development of capi-
tal-scarce countries. Constituted in 1975 with a membership of 27 Islamic
states, it has just started its operations. Its authorised capital 1s 2 billion
Islamic dinars ( = US$2.4 billion) and the initial capital is 750 million
Islamic dinars. Its functions include equity participation, investment in
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infrastructure, granting loans to public and private sectors in member
states, accepting deposits and raising loans, promotion of foreign trade
among member states, providing technical assistance and training in the
field of development, conducting research in economic and financial ac-
tivities, and cooperating with other international organisations. How-
ever, the initial operations of the Bank are expected to concentrate on
project financing and co-financing.

The charter of the Islamic Development Bank is sufficiently compre-
hensive and covers several of the areas of cooperation discussed above.
What needs to be ensured is that in practice it does not confine itself to
any particular mode, that it is sufficiently flexible in its approach, and
earnestly develops the non-traditional activities assigned to it by its
charter.

The authorised and subscribed capital of the Islamic Development
Bank is still small compared to the needs of the poorer member states. To
meet these needs, it should act as a major vehicle for mobilisation of
financial resources not only from the Muslim countries but even from
outside for the benefit of the member states. For this reason it will have to
be very dynamic and very well-staffed. It should work towards reduc-
tion of restrictions on capital movement. In order to increase the flow of
private capital it should devise a system of guarantees against risk of
default. In order to perform its various functions properly and to help the
members develop closer economic relations, the Bank should keep itself
informed of developments in the Muslim countries and help them har-
monise their policies in areas of common interest.

There is at present no institution engaged in providing short-term fin-
ance nor is there a financial centre within the Muslim world where
short-term loans could be floated or international securities traded.
Short-term loans or payments support is being extended on a bilateral
basis. Recently, twenty-one members of the Arab League have estab-
lished the Arab Monetary Fund (AMF) with a capital of about US$910
million. Its functions include the development of closer economic and
monetary cooperation among the members, financing of payments defi-
cits, extending short- and medium-term loans on a concessional basis,
providing guarantees for bilateral loans made to member countries,
management of multilateral clearing among Arab countries, facilitating
investment of the reserves of member countries, and promotion of trade.
The AMF would obviously be active in financial matters but its oper-
ations would be confined to the Arab countries.

There isa clear need for an agency to perform similar functions for the
larger group of Muslim countries. One solution could be to set up
another Fund for the Muslim countries, but it would not be desirable to
do so, for the Fund will have to compete for resources as well as staft
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from the same sources as the AMF and the Islamic Development Bank.
As such, it would be better if the Arab Monetary Fund could be
expanded to include other Muslim countries as its members. A Fund
comprising Muslim countries rather than just Arab countries would gain
in strength and size of economic operations without any detriment to the
interests of the present members of the AMF. In fact, the benefits to both
surplus and deficit countries are likely to increase when a wider choice of
borrowers and investments becomes available.

The total reserves of the Muslim countries towards the end of 1976
amounted to about US855.0 billion or 22% of the total world reserves, If
only 10% of these reserves were to be deposited with the Islamic Fund,
the latter would have resources in excess of $5.0 billion and could be a
powerful agency not only in providing assistance to the deficit Muslim
countries but also in representing them in the international economic
system. An urgent need facing us at present is to reduce the flow of re-
sources to the industrialised countries and channel them to the needier
Muslim countries. An agency like the Islamic Fund can become an im-
portant vehicle for redirecting this flow of resources.

To the Islamic Development Bank could also be assigned some of the
responsibilities relating to financial matters. There is no reason why the
Bank cannot perform the functions normally identified with an inter-
national monetary institution. The nature of the functions of a “fund” in
less developed countries would be closer to a development bank than to
an agency concerned with monetary cooperation, stabilisation policies,
foreign exchange rates, and the maintenance of a stable international
monetary system. The latter functions would in any case continue to be
performed by the IMF. The Islamic Development Bank should, there-
fore, extend its operations to programme and short-term lending. It
should also devise a system of providing guarantees to bilateral commer-
cial loans and investments.

A committee of the representatives of the Central Banks/Finance Min-
istries of the Muslim countries should also be set up. This committee
could have a permanent secretariat and hold periodic meetings to consult
on monetary and financial matters and make recommendations regard-
ing short-term loans, payments support, and commercial banking. It
should work towards greater harmonisation of fiscal and monetary poli-
cies among the member countries. In order to promote factor and trade
flows, it should study and make recommendations to reduce or eliminate
double taxation, restrictions on direct investment or remittances of pro-
fits, risk of expropriation, and controls on commercial loans among
member countries. This committee should work in conjunction with the
Islamic Development Bank or the Islamic Fund. It could perform certain
functions directly but work as an advisory body to those institutions in
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rcgard to other functions that the latter can discha‘rgc more adc_quatciy.
One of these agencies should also be made responsible for evolving a co-
ordinated approach towards the reform pf the international monetary
system and define the role of the Muslim countries in the emerging
order. . _ .
Financial cooperation is not very beneficial or even mcamngﬂ_ll with-
out close and improving trade relations. We have already cxa:Tuncd the
potcntia] and desirability for increased trade among thg Muslim coun-
tries. However, there 1s no existing agency or mcchan?sm_to serve this
objective. Increase in trade among the Muslim countries Is m;mmncd
among the functions of the Islamic Devclopmcnt Bank. Being in a nas-
cent stage, the Bank has not yet devised a means to d.o 50. Bpt bcne_ﬁts
from increased mutual trade are likely to be substannal‘and 1rpmed1atc
steps need to be taken to attend to this funcgo:_x As a starting point, a sec-
tion on mutual trade may be established within the Bank (or even in the
secretariat of the Islamic Conference) to study the extent, type, com-
position, and direction of the trade of Muslim countries to find out the
potcntial areas of increased trade. It could also recommend rcfiuctu)n or
climination of trade restrictions among the Muslim countries. Other
steps that can promote trade are the Fec1proca_11 estabhshp‘nept of Eradc
offices and exchange of commercial information, c.o_mpllatmn of and
casier access to production and trade data, better faahtlcs for cxchangc
of business delegations, and guidance on how to improve marketing in
various countries. o . .
One important means of promoting trade within the Islamic countries
is to establish an agency on the pattern of the Export-Import Bank of the
United States or the Export Credits Guarantee Department of the
United Kingdom. This agency could be assigned the functions of
extending credit to the exporters or importers of the mcrpbcr countries;
insuring, in conjunction with an insurance agency or by 1t‘sclf‘ cxpor:{_or
import credit provided by private bu'smess or commerc?a! banks; _15};
counting loans extended by commercial banks:' and participating wit
other lenders in extending trade credits. The capital for th1§ agency could
be contributed by member countries and it could be run either on profit
or no-profit basis. In any case, it could pcrform mval_u_ablc service by as-
suming (in fact diversifying) the commercial and_pol:tlcal risks of traders
and banks, overcoming the inability of the private sector to Prowd_c
longer-term financing, helping the trac_icrs to deal with the export crcdl.tf
competition from non-Muslim countries, and become a useful source o
trade information. . .
Improvement of trade is one of the functions of.th_e_ Islamic Develop-
ment Bank. As such, the above mentioned activities could also be
assigned to it. However, if it is felt that the Bank would thus be over-
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burdened, a separate self-supporting agency with an initial capital could
be established. In that case other trade-related functions could also be
performed by the latter.

In order to promote trade as well as initiate financial cooperation, the
Muslim countries could establish a multilateral clearing arrangement. At
the minimum, the claims of countries could be settled not only by taking
into account counter-claims of trading partners but also the claims of
third countries. Net claims could, therefore, be worked out on a multila-
teral basis. This would have two advantages: (a) to the extent that claims
can be settled mutually, foreign exchange transactions could be reduced
and the size of foreign exchange balances required would be lower; (b)
since the payments constraint would be partially relaxed, mutual trade
would tend to increase. We could also go a step further by setting up a
payments union in which net claims will not have to be paid immedi-
ately and automatic credit would be extended to deficit countries for a
limited period. By postponing payments over time, this arrangement not
only allows the benefit of credit but also the opportunity of balancing
trade.

The clearing house or the payments union could be attached to the
agency concerned with the payments imbalances, such as the proposed
committee of the Central Banks.

There need not be any separate agencies to conduct research and train-
ing in areas of special interest to Muslim countries. Relevant research
projects could be initiated by the concerned multilateral agencies. Those
that do not fall within the purview of these agencies could be assigned to
the existing national institutions and necessary financial support pro-
vided.

To promote trade as well as financial relations, it is necessary that com-
mercial banking is expanded and made more efficient. Multinational
Muslim banks can be promoted for this purpose and establishment and
operation of the branches of banks from other Muslim countries could be
facilitated. This function could also be performed appropriately by the
proposed committee of the Central Banks.

At present, most of freight and insurance services are provided by cor-
porations located in the industrialised countries. Value added and profits,
therefore, accrue to these countries. A substantial part of this can be
diverted to the Muslim countries by setting up joint corporations to pro-
vide these services. The economies of scale and competition with well es-
tablished Western companies would probably preclude a successful
operation of national ventures.
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Conclusion

This paper has made an attempt to survey the avenues of economic coop-
eration among the Muslim countries and to suggest the lines along which
such cooperation can be achieved or at least initiated. It would be obvi-
ously difficult to launch all modes of cooperation simultancously and im-
mediately. We already have the beginnings of some common
institutions. As a first step we could expand the operation of these insti-
tutions to include those functions that are already part of their charters or
can easily be included. The next step should be to establish working
groups to investigate in detail the desirability and feasibility of other
modes of cooperation and the mechanics of their establishment. The
reports of these groups should then be considered by the full session of
the Islamic Conference and agreed proposals adopted.
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TABLE I

Economic Characteristics & Performance of 39 Muslim Countries.

Country

Afghanistan
Algeria
Bahrain
Bangladesh
Cameroon
Chad

Egypt
Gabon
Gambia
Guinea
Guinea Bissau
Indonesia
Iran

Iragq

Jordan
Kuwait
Lebanon#
Libya
Malaysia
Mali
Mauritania
Morocco
Niger
Oman
Pakistan
Qatar

Saudi Arabia
Senegal
Sicrra Leone
Somalia
Sudan?
Syria
Tunisia
Turkey
U.A.E.
Uganda
Upper Volta
Yemen (ALR)
Yemen (PDR)®

I

Population
19757
( Thousands)

16,670
15,747
260
73,000
7,260
4,035
37,006
536
519
5,540
52011
131,610
33,996
11,120
2,709
980
3,164
2,442
12,030
5,677
1,322
16,680
4,562
773
69,229
202
8,206
4,000
2,082
3,180
15,550
7,409
5:590
40,008
656
11,556
5,900
6,471
1,677

2

Area®®
S(F k LU

( Thousands) (per Sq km)

648
2,382
1
143
475
1,284
1,001
268
I
246
36
1,904
1,648
435
08
16
10
1,760
313
1,240
1,031
445
1,267
212
Bog4
22
2,150
196
72
638
2,506
185
164
781
84
236
274
195
288

3

Population
Density

2517
6:61
2600
54965
1528
14
379
20
4718
22-52
1444
69:12
2063
2556
2764
61-23
31640
139
3613
458
1-28
37°48
3:60
365
Boe1r
918
3-86
2551
4142
498
621
40°05
21-8¢
$1°34
7-81
4897
21°53
33718
582

4
GNP at
Market
Pricest?
1975 (US$
Millions)

2,160
12,200
630
8,820
1,940
490
11,550
1,200
100
710
210M
24,180
48,820
14,260
1,240
11,280
3,290
12,400
8,600
540
410
7,890
6oo
1,600
9,380
1,680
24,960
1,850
590
jzo0
4,510
4,870
4,230
34,500
6,870
2,880
560
1,380
410

GNP per
Capita

at Market
Prices 197512
(LIS$)

130
780
2,440
110
270
120
310
2,240
190
130
3901
180
1,440
1,280
460
11,510
1,070
5,080
720
9o
310
470
130
2,070
140
8,320
3,010
370
200
100
290
660
760
860
10,480
250
9o
210
240
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TABLE 1 continned

Conntry

Afghanistan
Algeria
Bahrain
Bangladesh
Cameroon
Chad

Egypt
Gabon
Gambia
Guinea
Guinea Bissau
Indonuesia
Iran

Iray

Jordan
Kuwait
Lebanon?
Libya
Malaysia
Mali
Mauritania
Morocco
Niger
Oman
Pakistan
Qatar

Saudi Arabia
SL‘I‘IL‘g.‘;]
Sierra Leone
Somaha
Sudan®
Syria
Tunisia
Turkey
U.AE.
Uganda
Upper Volta
Yemen (AR)
Yemen (PDR)?

0
Arverage
Annnal Real
Crowth Rare
of GNP per
Capita®
1965-1974

(%)

11
43
212
1y
40
]
1'0
G
32
o1
52
41
77
48
2'5
23
37
65
38
o4
13
2-8
~-38
192
2:5
81
92
[o3D]
14
11
43
42
5427
43
10°4
07
0§
n.a.
i 4‘323

7
Average
Annntal

Growth Rate Growth Rate

8
Average
Al Real

Popularion®  of GDP'Y

1965-1974
(%)

22
33
it

20
20
2-4
15
22
28
o7
273
32
33
34

2-8

42

26
2*1

25

24

27
3t

29
Hg
8
27
23

2'4
22
33

2’3
2+6

171
31
1y
274
29

1965-1973%
(%0)

32
70
1n.3a.
o4
07
— oy
33
B0
33
33
n.a.
08
11°3
50
o8
47
02
1075
58
32
37

e
2000
53
103
127
o
29
41
550
66
77
60
237
40
2:7
n.a.

n.a.

LY

Shre of
Manufacr.
in GDI"®
1973 (% of
GDP ar
Current
Factor Cost)

IO'?"'S
Iz.ztl
424V
43
IS.JH.”
80
2168
76
33
S.(,lil.]!
n.a.
{).211
(AR
10°4
1218
27
14'63‘“
260
154
(}3
37
13-210
126
o1?
155
n.a.
66
12:8
60
n.a.
R0
193
108
2367
n.a.
B4
149
!‘()2!
1'818

10

Shuire of
Agricultire
in GDP#
1973 (% of
GDP at
Churrent
Factor Cost)

so g
H.o‘.l
1 .O'I 1
5001
_‘2. 1 R
437
jie2
s
555
47-210.11
.k
g0t
12:1
170
14°1
03
{J.S'.l
27
3o's
427
287
_,.4.310
420
U.HH
358
n.a.
3o
407
i3
na.
382
17310
19°5
273
n.a.
527
452
()‘}"’j“
21418
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TABLE I continued
It 12 13 14 15
Current
Shareof  Share of Account
Share of Exportsin  Imports in Balance
“Oither GDps:12 GDPE2 (Goods, International
Industry’ in 1073(%, of 1973(% of  Services and Reserves'®
GDP%% 1973 GDPat GDPat Transfers)'® 1976 (US$
(% of GDPat  Current Chrrent 1975 (USS  Millions)
Current Factor Market Market Millions)
Conntry Cost) Prices) Prices)
Afghanistan 3-0'8 14-811 1541 n.a. 1546
Algeria 31-7° 276 356 —1,656:0 1,987-0
Bahrain 32:34 n.a. n.a. n.a. 442°4
Bangladesh 473 7330 13-0%° — 5707 2889
Cameroon 569,19 294 278 n.a. 28818
Chad 2:1%0 2677 306 —52'5 3118
Egypt 52 14°2 19°6 —1,397°0 2947018
Gabon 498 690 62-8 —111'6 146-119
Gambia 11 480 50°8 91 2006
Guinea 16-710, 11 §-g22 3473 n.a, n.a.
Guinea Bissau n.a. n.a: n.a. n.a. na.
Indonesia 12-311 182 212 —1,109°0 1,400'0
fran 474 27-511 18-811 12,228-014  8,8330
Irag 36-2 389 20§ 1,428-0 2,727
Jordan 92 235 584 676 491°3
Kuwait 698 77°6 131 n.a. 1,286
Lebanont 6+2°9 463 564 n.a. n.a.
Libya 653 592 394 — 4800 3,200°0
Malaysia 121 447 382 —186-0 1,524-0'%
Mali 44 241 363 —64-8 4+218
Mauritania 42:2 550 635 —43°1 820
Morocco 13-810 236 249 — 5350 4910
Niger 7 17°1 22°§ —133H 825
Oman 714 652 47°5 n.a. na.
Pakistan 60 151 18:5 —1,022°0 5320
Qatar n.a. n.a. n.a. n.a. 104419
Saudi Arabia 724 780 22°4 16,3500 27,0250
Senegal 52 22:7 286 — 65714 253
Sierra Leone 201 304 348 —63°4 252
Somalia n.a. 28-4 484 — g1-q14 850
Sudan?® 70 212 19°2 — 4689 236
Syria 3610 251 272 930 735-016
Tunisia 160 249 299 — 1830 3710
Turkey 65 81 91 —1,8240 1,123°0
U.AE. n.a. na. n.a. n.a. n.a.
Uganda 32 18:5 145 — 197 56624
Upper Volta 5:631 76 235 — 3-8 714
Yemen (AR) 47 n.a. n.a. n.a. 720°0
Yemen (PDR)? 818 n.a. n.a. —gg-5l8 54:618
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TABLE 1 notes

1preliminary data,
2Source: World Bank Atlas, 1976.
sgstimates of GNP per capita, and its growth rate, are tentative.

1The GNP figure is for 1974, GNP per capita estimated on the 1972-7¢ base period.

sSource: World Tables, World Bank, 1976.

s“Other industry™ includes: mining (including petroleum and natural gas production)

and quarrying; construction; clectricity, gas and water.
"Including mining, electricity, gas, and water.

$[ncluding mining.

9 At market prices.

10A4¢ constant market prices.

Hyg72.

12[pcludes exports (imports) of goods and nonfactor servies,
1§ource: International Financial Statistics, IMF, March 1977.
H1974.

15Source: World Tables, World Bank, 1976. Table 1, page 192.
181975.

Source: Yearhook of International Trade Statistics Volume [, U.N,
1816,

19Construction only.

20Excluding public construction.

21Excluding electricity, gas and water.

2Merchandise exports only.

*Merchandise Imports plus net nonfactor services.

Hy970.

#Source: M. L. Qureshi: Problems and Prospects of Development and Economic Cooperation
Among Islamic Countries, Pakistan Institute of Development Economics, Islamabad, 1974.

2BA tentative estimate,

2R elates to 1961-74.

280 clates to 1969-74.

29Net Domestic Product at Constant Factor Cost.
Wyg71.

n.a. not available.

Note: The data in the above table should be regarded with caution. They have been
obtained from several sources, and have a varying quality and coverage. Some incon-
sistencies are, therefore, to be expected. The list of the countries was taken from M. L.

Qureshi, cited above.
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26 The Role of the Islamic
Development Bank in the
Future Economic Order

Ahmad Mohamed Ali

I thank the Islamic Council of Europe for inviting me to this Inter-
national Economic Conference on the Muslim World and the Future
Economic Order, and for giving me an opportunity to present the Role
of the Islamic Development Bank in the Future Economic Order.

May I point out at the outset that the Islamic Development Bank as an
international financial institution has the satisfaction of being an associ-
ation of developing countries alone and this represents an example of
collective self-reliance among developing countries, which in fact is the
central theme of our Conference here.

The Bank, which came into being in October 1975, has been set up in
recognition of the need for fostering the well-being of the peoples of the
participating countries and for achieving a harmonious and balanced de-
velopment of these countries. It is based on the conviction that such de-
velopment can be best advanced through mutual financial and economic
cooperation among the States which are members of the Islamic Confer-
ence. It is designed to promote and strengthen cooperation among its
members in the economic, social and other fields of activity. It is devel-
opment, investment and welfare orientated and secks to mobilise finan-
cial and other resources both from within and outside the member
countries and is expected to promote domestic savings and investment
and a greater low of development funds into the member countries.

Its functions are:

1. To participate in equity capital of productive projects and enter-
prises in member countries;

2. To invest in economic and social infrastructure projects in member
countries by way of participation or other financial arrangements;

3. To make loans to the private and public sectors for the financing of
productive projects, enterprises and programmes in member countries;

4. To establish and operate Special Funds for specific purposes;

5. To operate Trust Funds;

6. To accept deposits and to raise funds in any other manner;
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7. To assist in the promotion of foreign trade, especially in capital
goods, among member countries;

8. To invest suitably funds not needed in its operations;

9. To provide technical assistance to member countries;

10. To extend training facilities for personnel engaged in develop-
ment activities in member countries;

11. To undertake research for enabling the economic, financial and
banking activities in Muslim countries to conform to the Shari‘ah;

12. To cooperae, subject to the Agreement, in such a manner as the
Bank may deem appropriate, with all bodies, institutions and organisa-
tions having similar purposes, in pursuance of international economic
cooperation;

13. To undertake any other activities which may advance its pur-
poses;

14. To conduct its operations in accordance with the principles of
Shari‘ah.

The present membership comprises 32 countries. The Bank is a com-
pletely independent institution operating in accordance with its Articles
of Agreement and having its own Board of Governors and Executive
Directors.

The authorised capital of the Bank is two billion Islamic Dinars and
the subscribed capital is seven hundred and fifty million Islamic Dinars
payable in freely convertible currency acceptable to the Bank in five
equal annual instalments. The Islamic Dinar, which is the unit of account,
is equal to one Special Drawing Right of the International Monetary
Fund.

Unlike other international development banks, the Islamic Develop-
ment Bank is also authorised to accept deposits from individuals, insti-
tutions and governments. The Bank is also empowered to set up Special
Funds and to manage Trust Funds.

It is one of the principal objectives of the Bank to strengthen cooper-
ation and also to promote foreign trade specially in capital goods among
member countries.

In the months following its establishment, the Bank has tackled the
task of completing the necessary physical arrangements and laying down
its organisational structure and the recruitment of professional staff. It has
also had to devote considerable time to the formulation of its policy
guide-lines in view of the fact that it is required to function on the basis
of Islamic principles. It has had to find its own path as there exist no
models which it can readily follow. This is indeed a difficult and com-
plex task as it not only involves interest-free financing but new ideas
about development objectives which have in turn implications of a far-
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reaching character for every aspect of its activities. The absence of inter-
est income on a fixed basis in the case of the Islamic Development Bank,
which in the case of other international banks provides, so to speak, a
built-in margin of profitability, indeed calls for a highly sophisticated,
organised and quantitatively precise approach and basis of operations,
What is more, the Bank may well have to devote special attention to sec-
tors not adequately served by other agencies.

The operations of the Islamic Development Bank fall into three
categories:

1. Equity Financing;

2. Participation in productive projects and enterprises on the basis of
profit-sharing;

3. Interest-free loans for infrastructure projects.

Usually there is a long interval between the establishment of an inter-
national development bank and the start of its financing operations, as
the assembling of professional staff and laying down of the initial guide-
lines take considerable time. The Islamic Development Bank has, how-
ever, been anxious to make the quickest possible start with its financing
operations. With this end in view, it has taken the rather unusual step of
preparing a comprehensive document on its policies and operations set-
ting out its initial ideas. The object is to acquaint the member countries
with the Bank’s thinking, so that they can assume the initiative in offer-
ing possibilities of financing, thereby saving the time which is taken up
in project-identification through the mounting of special missions. The
President of the Bank has visited and made direct contacts with almost all
the member governments. All this has greatly expedited the preparation
of asizeable stock-pile of projects.

The Bank has already commenced its financing operations. It has ap-
proved the financing of the following projects:

1. A loan of six million Islamic Dinars (approx. US$7 million) to the
Song Loulou Hydro Electric Project in Cameroon in the form of co-
financing;

2. Equity Participation through the acquisition of 400,000 shares
amounting to seven and a half million Islamic Dinars (approx. US$g
million) in the Jordan Petroleum Refining Extension Project;

3. Joint Participation in a Cotton Textile Mill in Sudan of up to two
million Islamic Dinars (approx. US$2- s million).

4. A loan of six and a half million Islamic Dinars (approx. US$2:5
million) to the Hargeisa Borama Road Project in Somalia in the form of
co-financing.
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5. A loan of six million Islamic Dinars (approx. US$7 million) to the
Kurmitola International Airport Project, Dacca, Bangladesh in the form

of co-financing. ‘
6. A loan of US$s million to the Nyala-Kas-Zalinge Road Project in

dan.
Su’y. A loan of US$3-s million for the supply of scientific laboratory
equipment to technical and secondary schools in Sudan.
8. A loan of US$5.6 million to the Birni N'’Konni irrigation project
in Niger.
9. A grant of US$51,000 in technical assistance to Guinea for training
personnel for the Petroleum Refinery Project.
10. Equity participation amounting to US$4.04 million in the
National Refinery in Pakistan.
11. A loan of US$7 million for the Stacix fishing port in Tunisia.

Thus, by the grace of Allah, it has been possible for the Bank to go into
business in the very first year. Now that a good part of the ground-work
has been done and with a large number of projects in the pipeline, it is
expected that with the improved availability of staff, the Bank’s financ-
ing operations will pick up and gain momentum during its second year.

The Bank will finance projects/enterprises which are technically
sound and economically and financially viable. All projects/enterprises
to be financed by the Bank will be subject to rigorous appraisal and eva-
luation by the Bank. A project/enterprise with a high financial rate of
return and a high economic rate of return will be preferred. Preference
will be accorded, as far as possible, to all sub-regional and regional pro-
jects/enterprises and to those projects which promote complementarity
in the economies of member countries. Priority will also be accorded to
loans for projects which demonstrate clear efforts towards self-help and
have a strong social orientation. For financing purposes, the Bank will
give priority to those countries which are least developed economically
among its members. Priority will also be accorded to those countries
which have the largest commitment to economic development as
reflected in their resource mobilisation effort, development programmes
and the orientation of their economic and financial policies. The Bank
will have to be proximate to the projects that it finances. It will have to
exercise its right of full access to all information pertaining to the work-
ing of an enterprise which it has financed.

One of the leading objectives of the Bank is to organise itself to facili-
tate a transfer of technology and skills from within its membership and
also to serve as a clearing-house for the mobilisation of outside technical
assistance. This service would be particularly welcome to such of the
member countries as have provided large financial resources to the Bank.
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Their real need is to be able to utilise the huge capital resources that they
have with the help of modern technology. The Islamic Development
Bank can render highly valuable service in this field. Such a transfer of
technology and skills from amongst member countries would also have
the indirect effect of bringing them closer and clearing the way for econ-
omic cooperation and integration. Over the years the Bank could be
assigned the task of coordinating the regional development financin
effort and help bring about the necessary harmony in the efforts and ac%
tivities of the various development financing agencies in the region.

Conventionally, international development banks invest funds not
needed in operations in government securities, government guaranteed
securities, time deposits and certificates of deposits. However, having
surveyed the various alternative possibilities which seem to exist for the
placement of funds and bearing in mind the requirement of the Islamic
Development Bank in terms of security, liquidity, and a return based on
performance and the avoidance of a pre-determined interest rate, it
appears that the Bank may have to seck and develop new modes for the
placement of its uncommitted funds. Such modes and methods may be
radically different from those being currently employed by other insti-
tutions. A postulate on which it would perhaps be reasonable to proceed
is that such efforts may have to be made in cooperation with the member
governments.

One of the methods which the Bank has started to apply is the financ-
ing of foreign trade of member countries. The first experiment which the
Bank has undertaken in this respect was the financing of raw material
imports (coke and copper) to Algeria. The Bank has been successful in
concluding an Agreement for the purchase of US$13 million worth of
such material and its subsequent resale to Algerian companies. The pay-
ment of the resale value will be made within twenty-one months. A
similar deal has been approved for Turkey for the purchase of coke with
US$15 million as an initial step.

This represents an important step towards the successful short-term
placement of uncommitted funds. More member countries have
expressed a desire for similar deals. The Bank also hopes that further
methods in short-term placements in trade, agriculture and industry will
be made.

Before I conclude, I would venture to suggest that while the Islamic
Development Bank is designed to assist such members of the Islamic
Conference as are its members, the activities it is expected to undertake
are by no means devoid of interest for developing countries generally.
On the contrary, in many ways its work and operations could have sig-
nificant implications for the development financing process and its con-
ceptual framework. For one thing, the Bank will undertake interest-free
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financing from its ordinary resources. In a situation where the existing
institutions providing concessional finance are finding replenishment of
resources increasingly difficult, this would represent a big stride in the
field of concessional financing and open a way of mitigating the interest
burden problem. Moreover, the Bank will focus primarily on equity fin-
ancing — an area which has remained grossly neglected with its diffi-
culties and complexities and implications by way of involvement in
ownership, management and supervision. Again, the Bank’s partici-
pation in productive projects and enterprises on the basis of profit-
sharing may well require a rather decentralised and different organisa-
tional structure than is the case with the other international development
banks. Furthermore, the fact that the Bank cannot charge or receive in-
terest, is also likely to have significant implications. This factor will act as
a catalyst forcing the Bank to be active and to operate on the basis of the
minimum surplus and this would result in the funds being used more ac-
tively for development financing. At the same time, it would oblige the
Bank to seck new modes and instruments of placement of its surplus
funds so that the funds not needed in the Bank’s operations immediately
would be utilised for the economic development of its member countries
instead of finding their way to the international money market.

It has to be noted that from its very inception, the Bank has been alive
to the need for forging the closest ties with other international develop-
ment financing agencies, and also national development banks and insti-
tutions, so as to be able to make the largest contribution to the
development of its member countries. With this object in view, the
Bank has decided to move in the direction of joint-financing arrange-
ments with other co-lenders which would enable it to make the quickest
possible start. In doing so, the Bank’s attitude and operations would be
conditioned by two main requirements. In the first place, it would seck
to ensure that the aggregate flow of resources to its member countries
would be enlarged and that the co-financing arrangement would have
the effect of providing additionality to the resources available to its
member countries. The additionality could be judged with reference to
the country’s programme or in terms of ensuring that the financing effort
by the Islamic Development Bank will call forth some additional re-
sources from its co-lenders. Secondly, while in the initial stage having to
rely more on the technical appraisal of its partners the Bank would not
hesitate to influence their judgement and to interest them in projects for
which the Islamic Development Bank has a higher priority. In any case,
it would consciously guard against the risk that the co-financing and
parallel-financing arrangements lead to any complacency on its part to
develop its own technical apparatus. In fact, the Bank is striving to equip
itself rapidly for independent operations in the shortest possible time.
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What is more, whether it is co-financing arrangements or independen
operations, the Islamic Development Bank would seck to operate on tht
pfmcipies which are enshrined in its Articles of Agreement and whic}f
give ita personality of its own.

Thope I have given you a clear and precise picture of the subject before
yot;land Ilook forward to the learned discussion that will follow 5o as t;
,[gaastk ;}rlz}a]g.words of wisdom that will assist the Bank in performing the

I‘would like to reiterate my thanks to the Islamic Council of Europe
for inviting me to this distinguished gathering to give a talk on a subjclit
that is close to my heart. May the efforts of the Islamic Development
Bank forge new trails in the future economic order, In sha’ Allah.

27 The Conference Communique

The Islamic Council of Europe convened the International Economic
Conference in London between July 4—9, 1977, to discuss the theme: The
Muslim World and the Future Economic Order.

The Conference was attended by Muslim scholars, statesmen and
officials who deliberated on this theme in twelve working sessions.

The Conference was guided in its deliberations by a profound con-
sciousness of its responsibilities toward mankind, and of the pivotal role
which the Ummah must play in evolving a comprehensive way of life in
accordance with the values and principles of Islam.

Islam encompasses a complete human order of which the economic
system is an integral part. The Conference identified the following as
some of the essential characteristics of the Islamic economic system.

1. Faith in Allah who has given Man the capacity to choose between
good and evil, and to assume full responsibility for his conduct.

2 The Islamic economic system is based on social justice, equity and
moderation.

3. It is a universal system embodying eternal values which safeguard
man’s rights while constantly reminding him of his obligations to himself
and to society.

4. It forbids exploitation in all forms and strictly prohibits riba (inter-
est of any kind).

5. It honours labour, enjoins hard work and encourages man to earn
his living by honest means, and to spend his earnings in a sensible way.

The prevailing economic system has proved arbitrary, sterile and unjust.
The so-called new International Economic Order, which lacks any
moral basis, has no prospect of realising its stated objectives. The Confer-
ence emphasised the need to evolve a new order based on Islamic prin-
ciples.

The Conference noted the enormous material and human resources of
the Muslim world which, if properly utilised, could satisfy the economic
needs of its people.
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The Conference came to the following conclusions:

Data and Information Flow

A major institutional need to improve cooperation amongst Muslim
countries was the provision of information from an accessible and cen-
tralised source. This will act as a clearing house for relevant information
regarding economic performance, capital flows and developments ir:
trade patterns of Muslim countries.

The Conference noted with appreciation the proposal to establish a
Statistical Economic and Social Research and Training Centre in Turkey
under the aegis of the Islamic Secretariat. ’

Planning

There was urgent need for the coordination of development policies and
plans of the Muslim countries. This might be attempted through a pro-
cess of sub-regional planning which would eventually provide the guide-
lines for the drawing-up of a comprehensive plan for the economic and
social development of the Muslim world asa whole.

Agriculture

The Muslim world was, at present, a net importer of food products
although it possessed the necessary land and water resources to obtain
very substantially increased output. In order to achieve this, it was neces-
sary to undertake a survey of land and water resources and their use. A
model based on different assumptions regarding prices, cropping pat-
terns and output should be developed. On the basis of such studies a com-
prehensive plan for developing the agricultural resources of the Muslim
world should be made, with particular emphasis on attaining self-
sufficiency in food. As this process would take time, some countries like
Sudan, Turkey, Pakistan and Bangladesh with the appropriate fac-
tor-endowments should be immediately selected for implementing a
crash programme in this direction.

Industry and Technology

Institutional arrangements must be developed which would provide
guidelines for rapid industrialisation of the Muslim world as a whole. As
part of a phased programme in moving towards this objective, the first
step should be trade liberalisation among Muslim countries, alongside
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the adoption of certain lines of production for which they were better
endowed and equipped. In order to speed up the process of technology
cransfer and development of an indigenous technology. it was necessary
t achieve greater self-reliance in education, science and technology. A
suitably endowed Muslim World Foundation should be set up for this

purpose.

oil
It is the inalienable right of sovereign Muslim nations to exercise full
control over their natural resources and to determine policies relating to
their production, pricing and marketing in the best collective interest of
their peoples.

They must resist all pressures to adopt policies which are in conflict
with the interests of the Ummah. Efforts should be made to invest oil sur-
pluses within the Third World to the maximum possible extent.

Money and Finance

There was need for the creation of an Islamic Monetary Fund to provide
balance of payments support to Muslim countries. Efforts should be
made to promote greater use of national currencies in settling multilate-
ral transactions among Islamic countries through payment arrangements.
The objective should be to establish a Muslim World Currency Zone.

Social Security

As Islam firmly enjoins the concept of a community based on equity and
justice, the Islamic Solidarity Fund should be further strengthened to
extend relief and welfare services in the Muslim world and to promote
Islamic Da’wah and to establish a separate Zakat account in the Fund to
receive Zakat contributions from Muslims in a position to do so, to be
used for purposes Zakat is intended for. It is hoped that ultimately an
independent Zakat Fund would be established to receive and disburse
Zakat o as to promote social welfare all over the Muslim world.

Trade

The trade within the Muslim world was limited at present. The forma-
tion of a Common Market of all Muslim countries should be the aim. A
special experts group should be constituted to propose steps by means of
which the processes of economic integration might be speeded up.
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Institutional Framework

The Conference, in its analysis of the institutional framework eXisting,
and visualised, in the Muslim world, found that many institutions had
already been created for cooperation among Muslim states. It was neces-
sary to evolve methods of improving coordination amongst them and of
making them more effective. New institutions should be created tq
cover specific areas where existing institutions are found inadequate.

The Conference was firmly of the view that the decisive factor in the
implementation of these recommendations was the collective political
will of the Muslim nations. The people in the Muslim world were ded;-
cated to Islamic ideals and looked forward to the early fulfilment of their
aspirations. It was the solemn duty of the governments in Muslim coun-
tries to act positively and constructively, according to the mandate of
trust under which they held their present positions, and to respond to the
hopes and wishes of the people to establish a peaceful and equitable
Islamic Economic Order in the Muslim countries, to serve as a model for
the salvation of mankind.
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APPENDIX III

Islam and the Changing World
Economic Order: Contemporary
Muslim Thinking

Sotne idea can be had about contemporary Muslim thinking on the changing world
economic order by a perusal of statements from Islamic Summits and of statements
and Committee reports produced by the Conference of Islamic Foreign Ministers.
The Conference of Islamic Foreign Ministers is the highest political organisation
of the Muslim states and has its permanent secretariat at Jeddah, known as the
Islamic Secretariat. We reproduce below some relevant passages from its major
policy documents throwing light on Muslim attitudes towards the new world econ-
omic order.

I
Declaration of the Islamic Summit held at Rabat, 22nd—25th September, 1969.

Convinced that their common creed constitutes a powerful factor in
bringing their peoples closer together and fostering understanding be-

tween them,
Resolve to preserve the spiritual, moral and socio-economic values of
Islam which remain one of the essential factors for the achievement of

progress by mankind.
Affirmation of their unshakable faith in the precepts of Islam which pro-
claim the equality of rights among all men.

11
Declaration of the Second Islamic Summit held at Lahore, 22nd—24th February,

1974.

The Kings, Heads of States and Governments and the Representatives of
the Islamic countries and Organisations proclaimed:

1. The conviction that their common Faith is an indissoluble bond be-
tween their peoples; that the solidarity of the Islamic peoples is based not
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on hostility towards any other human community nor on distinctions of
race and culture, but on the positive and eternal precepts of the equality,
fraternity and dignity of man, freedom from discrimination and exploi-
tation and struggle against oppression and injustice;

2. Their identification with the joint struggle of the peoples of Asia,
Africa and Latin America for social and economic progress and pros-
perity of all nations of the world;

3. Their desire that their endeavours in promoting world peace based
on freedom and social justice will be imbued with the spirit of amica-
bility and cooperation with other Faiths, in accordance with the tenets of
Islam;

4. Their determination to preserve and promote solidarity among
Muslim Countries, to respect each other’s independence and territorial
integrity, to refrain from interference in each other’s internal affairs, to
resolve their differences through peaceful means in a fraternal spirit and,
wherever possible, to utilise the mediatory influence or good offices of
fraternal Muslim State or States for such resolution.

Having considered the world economic situation and in particular that
obtaining in the Islamic countries in the light of the addresses made by
the Heads of States and Governments and specially those made by the
President of the Summit Conference, the President of Algeria and the
President of Libya and realising the need for

i. eradication of poverty, disease and ignorance from the Islamic
countries;

ii. ending exploitation of developing countries by the developed
countries;

iii. regulating the terms of trade between developed countries and
developing countries in the matters of supply of raw materials and
import of manufactured goods and know-how;

iv. ensuring the sovereignty and full control of the developing coun-
tries over their natural resources;

v. mitigating current economic difficulties of the developing coun-
tries due to recent increase in prices;

vi. mutual economic cooperation and solidarity among Muslim
countries.

They decided to establish a Committee consisting of the representatives
and experts of Algeria, Egypt, Kuwait, Libya, Pakistan, Saudi Arabia,
Senegal and United Arab Emirates with powers to co-opt other inter-
ested Muslim countries, for devising ways and means for the attainment
of the above objectives and for the welfare of the peoples of the member
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countries. They directed that the Committee should commence its work
immediately and submit its proposals to the next Conference of Foreign
Ministers for immediate consideration and action.

II
Resolution adopted by the Second Islamic Summit Conference on February 24,

1974.

Having regard to the objectives and principles of the Charter of the
Islamic Conference and in particular their common goal: “To consoli-
date cooperation among member states in the economic, social, cultural,
scientific and other vital fields of objectives, and to carry out con-
sultations among member states in international organisations”.

Considering that the Islamic countries are part of the community of
developing countries,

Considering further the determination of the Muslim States to work
towards their liberation and that of other countries of the Third World
from the inequities governing international relations aimed at perpetuat-
ing the exploitation of the resources of these countries to the benefit of
the developed countries,

Given the absence of political will on behalf of the developed coun-
tries to implement measures which behove upon them to put an end to
this intolerable situation,

Declares that it is necessary for Islamic countries to resort first and
foremost to the mobilisation and to the revalorisation of their national
resources, to ensure the economic and social welfare of their people,

Decides that the Member States of the Conference will extend to one
another their support and solidarity in their respective national endeav-
ours aimed at securing the mobilisation of their resources for develop-
ment purposes,

Calls upon all developing countries to unite their efforts in order to es-
tablish new international economic relations which would be more
equitable and more balanced,

Approves the convening of an extraordinary session of the General
Assembly of the U.N. devoted to the problems of economic develop-
ment, with a view to establishing a new framework of relations based on
equality and on the common interest of all States,

Recommends to Member States of the Conference to intensify their
efforts at this extraordinary meeting of the General Assembly and within
other international forums to reinforce and consolidate the present trend
towards securing national control over natural resources of developing
countries and towards their revalorisation,
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Recommends to all the countries of the Third World to beware of
manoeuvres aimed at dividing the developing countries in exploitation
of their resources.

v
Declaration of the Fifth Islamic Conference of Foreign Ministers meeting in
Kuala Lumpur, Malaysia, from 215t to 25th June, 1974.

Recalling the Declaration of Lahore adopted by the 2nd Islamic Summit
charging the representatives of Islamic countries at the United Nations
and international organisations to consult each other with a view to
adopting joint and agreed positions:

Keeping in mind the fact that the 6th Extraordinary Session of the
United Nations’ General Assembly constituted a great success which
illustrated the solidarity of the Islamic world and the Third World:

1. Congratulates President Houari Boumedienne of Algeria for his in-
itiative to convoke the Extraordinary Session of the United Nations
General Assembly on raw materials and development;

2. Endorses the Declaration and Action Programme for the estab-
lishment of a new international economic order by the United Nations’
General Assembly, at its Sixth Extraordinary Session held in New York;

3. Requests all member states to play an active role in the implementa-
tion of the above-mentioned Declaration and Action Programme and to
continue to cooperate actively in all the relevant international forums for
this purpose;

4. Urgently requests the developed countries to assume their respon-
sibilities, in conformity with the above-mentioned resolutions with the
aim of contributing to the promotion of a new international economic
order which will be just and equitable to all nations and usher prosperity
and justice for all humanity;

5. Requests the Secretary General to take all necessary measures for
following up the questions related to the implementation of the reso-
lutions adopted by the 6th Extraordinary Session of the United Nations’
General Assembly.

Resolutions adopted by the Fifth Islamic ‘Coﬁj‘ereme of Foreign Ministers follow-
ing consideration by them of the Report of the Committee of Representatives and
Experts (1S/CM/KL/D. 27 ):

Resolution: Concerning the problems of poverty, ignorance and diseases
in Islamic countries,
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Noting the need for a greater awareness and knowledge of the social and
economic characteristics of the Muslim countries and recognising the in-
adequacy of the data so far available;

1. Calls upon the Member States, upon request by the Secretariat, to
provide all available data, publications and studies on the problems of
poverty, ignorance and discases as early as possible;

2. Requests the Secretariat to organise the collection and classification
in a standardised form of such information and to circulate it to Member
States;

3. Decides to strengthen the Secretariat for that purpose;

4. Urges Member States to take remedial actions at national and col-
lective levels, bearing in mind the need for financial and technical assist-
ance through mutual cooperation.

Resolution: Concerning exploitation of the developing countries by the
developed ones and securing the sovereignty and control of developing
countries over their natural resources.

Recognising that because of the present world economic order Muslim
countries, along with the rest of the developing world, are still subjected
to exploitation by the developed countries and noting the principal
means of such exploitation:

1. Urges the Member States:

i. To undertake wherever feasible and to the extent possible, in coop-
eration with other developing countries, steps such as the setting up of
producers’ associations or other similar arrangements and buffer stocks,
in order to secure fair and remunerative prices for their exports:

ii. To consider cooperation, in their negotiations with developed
countries, to obtain greater access to the markets of the latter, inter alia,
by seeking the elimination of discriminatory tariff and non-tariff bar-
riers;

iii. To continue to pursue, together with other developing countries,
the adoption of an international code of conduct to regulate the transfer
of technology;

iv. To follow a coordinated policy towards reform of the inter-
national monetary system, being guided by the following objectives:

a. to guarantee the real value of their currency reserves;

b. to increase the net transfer of real resources from the developed
to the developing countries;

c. Todivert a sizeable proportion of current international liquidity
to the developing countries, and;

d. to ensure the effective participation by developing countries in
international financial and monetary decision-making processes.
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2. Suggests for consideration of the Member States:

i. The taking of certain institutional measures, such as the estab-
lishment of a technology bank, science foundation and technological
assistance arrangements, to build up an indigenous, scientific and
technological expertise in order to reduce their dependence on the de-
veloped countries;

ii. Joint action with other developing countries in contributing to
regulating the role and activities of multinational corporations by stan-
dardising the terms of participation by multinational corporatio:;s‘ and
to seeking means for enforcing compliance with such terms;

iii. The reduction in invisible payments, such as for freight and insur-

ance, by the establishment by all or by any group of them, of joint insur-
ance facilities, joint shipping lines and joint tanker fleets.
3. Decides to refer the question of foreign exchange resources of Muslim
countries in the world financial markets and institutions to their respec-
tive governments for study in order to establish, in due course of time,
financial and money markets for their mutual interest.

Resolution: Concerning economic cooperation and solidarity among
Islamic countries.

Recognising the benefits of making the best use of their combined re-
sources — human, material and financial — to accelerate the development
of all the Muslim countries,

Convinced of the need, in addition to the pursuit of a joint strategy in
their economic relations with the advanced countries in order to elimin-
ate the external constraints upon their economic and social development,
for cooperation in the fields of trade, investment and technical assistance:

1. Notes with satisfaction the progress made in regard to the estab-
lishment of the Islamic Development Bank and the Islamic Solidarity
Fund and places on record its appreciation of the valuable efforts made
by H. E. Tunku Abdul Rahman in the establishment of the Bank:

2. Requests the Secretariat to regulate the collection and dis-
semination of data to Member States on trade, covering the economic
structures of the individual Islamic countries, the composition and direc-
tion of their foreign trade, the tariff structure, trade regulations and other
matters concerning insurances, shipping and financing facilities;

3. Recommends that Member Countries take immediate steps to pro-
mote and activate bilateral trade with each other:

4. Recommends for consideration the setting up of a system of prefer-
entia] tariffs in consequence with the principles of the General Agree-
ment on Tariffs and Trade (GATT) or with any science of the
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Generalised System of Preferences;
5. Recommends for consideration the encouragement of:

a. Joint ventures or location of investment units of different indus-
tries in Islamic countries;

b. Investment by individual Muslim countries in other Muslim
countries and the relaxation of controls, subject to balance of pay-
ments considerations, on the movement of investment capital, con-
clusion of agreements on the avoidance of double taxation,
guarantees for remittances of profits of such investment and ad-
equate safeguards for all investments in accordance with the
aggreements entered into by the parties concerned.

6. Recommends that studies be initiated on the establishment of an
Economic and Technical Cooperation Scheme to provide technical
assistance to Muslim countries that require it in planning implemen-
tation of their development programmes.

A%
Excerpts from the Report of the Committee of Representatives and Experts sub-
mitted to the Islamic Foreign Ministers Conference, 1974.

First — Concerning the problem of poverty, ignorance and discases in
Islamic countries.

The Committee considered that the information supplied to it thus far
was inadequate and accordingly recommends:

Recommendation One
i. Member States shall upon request by the Secretariat provide all avail-
able data, publications and studies on these problems as carly as possible.

ii. The Secretariat shall organise the collection and classification in a
standarised form of such information and circulate it to Member States.

iii. To thisend the Secretariat should be strengthened.

iv. To eradicate these problems, remedial actions should be taken up
at national and collective levels among Member States. For this purpose
financial and technical assistance is needed through mutual cooperation,
which is dealt with in other sections of this report.

Second — Concerning exploitation of the developing countries by the
developed ones and securing the sovereignty and control of developing

countries over their natural resources.
Despite the political independence attained by the Muslim countries,
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and despite the success achieved by some such countries along the road to
economic independence, some of them are still subjected to exploitation
by the developed countries. There is, in effect, an unceasing transfer of
resources from the developing countries, including the Muslim world, to
the industrialised nations.

The principal means of such exploitation and the remedial measures
are outlined below:

Terms of Trade

The prices of raw materials and manufactures of developing countries
are unfavourably depressed through:

a. competition between producers and

b. the existence of monopolies, cartels and unfair trade practices of the
buyers from developed countries.

On the other hand the prices of imports from developed countries con-
tinue to increase steeply as a result of inflation in these countries and the
dependence of the Muslim countries on such imports.

Recommendation Two
The Committee accordingly recommends that:

i. the Muslim countries, in cooperation with other developing coun-
tries, should undertake steps to ensure fair and remunerative prices for
their exports. To this end they could, wherever feasible and to the extent
possible, set up producers’ associations for various commodities and set
up buffer stocks to ensure the maintenance of remunerative prices for
their exports.

ii. the Muslim countries could cooperate in their continuing nego-
tiations with the developed countries to obtain greater access to the mar-
kets of the latter, inter alia, by seeking the elimination of discriminatory
tariff and non-tariff barriers against the developing countries.

Cost of Technology

At present, the Muslim countries in common with other developing
countries, are obliged to import almost all their technology from the de-
veloped countries. There is sufficient evidence to indicate that the cost of
this technology is very high, in some cases, as much as 15% of the total
export earnings of individual countries. The Muslim countries are also at
a great disadvantage in negotiating reasonable terms for the transfer of
technology because of their weak scientific and technological base.

Recommendation Three
In view of this the Committee recommends that:
i. The Muslim countries could take certain institutional measures, for
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example, the establishment of a technology bank, science foundation and
technological assistance arrangements, to build up an indigenous, scien-
tific and technological expertise in order to reduce their dependence on
the developed countries.

ii. The Muslim countries, together with other developing countries,
should continue to pursue the adoption of an international code of con-
duct to regulate the transfer of technology.

Multinational Corporations

The exact extent of the economic exploitation of the Muslim countries
by multinational corporations, its social impact and political impli-
cations are only broadly known. It is clear, however, that the role of
large multinational corporations needs to be regulated through some in-
ternational mechanism.

Recommendation Four

The Committee accordingly recommends the Muslim countries, acting
jointly with other developing countries, can contribute to regulating the
role and activities of multinational corporations by standardising, for
example through UNCTAD, the terms of participation by multina-
tional corporations, and to seeking means for enforcing compliance with
such terms.

Invisible Payments Including Freight and Insurance

The developed countries have a virtual monopoly of the means of ocean
and air transport. Also international financial practices such as clearance
of money transactions, insurance and reinsurance schemes, fixation of
freight rates, are all controlled by and worked in favour of the developed
countries.

Recommendation Five

The Committee accordingly recommends the Muslim countries, or any
group amongst them, could consider reduction in these costs by, inter
alia, the establishment of joint insurance facilities, joint shipping lines
and joint tanker fleets.

The International Monetary System

The International Monetary System is one of the most important means
for the exploitation of developing countries. The Muslim countries, just
as other developing countries, play a minimal role in the world money
and capital markets and have little say in the decisions which continue to
affect their financial stability and trade prospects.
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Recommendation Six
The Committee recommends the Muslim countries should follow a co-
ordinated policy towards a reform of the international monetary system.
They can play an effective role in this because some of them, by virtue of
their huge financial resources, are now in a position to play an effective
role in determining the structure of the world financial and monetary ar-
rangements. In devising these arrangements they should be guided by the
following objectives:

a. guarantee the real value of their currency reserves,

b. increase the net transfer of real resources from the developed to the
developing countries,

c. divertasizeable proportion of current international liquidity to the
developing countries, and

d. ensure the effective participation by developing countries in inter-
national financial and monetary decision-making processes.

Recommendation Seven

The Committee, having examined the issue of foreign exchange reserves
of Muslim countries in the world financial markets and institutions, re-
commends to the Foreign Ministers to consider this question and refer it,
if they wish to do so, to their respective governments for study in order
to establish, in due course of time, financial and money markets for their
mutual interests.

Third — Alleviating the economic difficulties presently encountered by
the developing countries due to the latest rise in prices.

Since alleviating the economic difficulties faced by the Islamic countries
constitutes ‘‘a priority of Islamic obligation, it was natural that the Dec-
laration of the Second Islamic Summit at Lahore included the “commit-
ment to mitigate these hardships™. The realisation of this task must take
into consideration the following:

i. It must be proportional to the degree of hardship incurred by the
member countries.

ii. Full coordination must be established between the alleviation
directed to Islamic countries through the Islamic Conference, and that
directed to the countries of the Third World through other international
organisations, in order to ensure the unification and harmony of these
efforts.

The steep rise in prices of basic imports such as foodstuffs, chemical fer-
tilisers, fuels, capital goods, equipment and services, including trans-
portation and transit costs, has had harmful consequences for the terms of
trade of a number of developing countries — among which are some of
the Islamic countries. It is estimated that this has created an additional net
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balance of payments gap of about US$1 billion per annum for the affec-
ted Islamic countries. To this must be added the burden of foreign debr.
The cumulative effect is to create a situation in which it becomes im-
possible for these countries — unless we remedy it — to finance their basic
import requirements and development projects. The inevitable result
would be a deterioration in the conditions and standards of living in
these countries.

Certain measures have already been initiated to provide relief to the
affected Muslim countries by other Mushm countries with surplus rev-
enues. Some of these countries have entered into bilateral arrangements,
others have set up new institutions, some are participating in multilateral
efforts and others have accelerated their existing programme of assist-
ance.

At the international level, the Sixth Special Session of the United
Nations General Assembly, held at the request of President Boumé-
dienne of Algeria, envisages the establishment of a Special Fund to assist
the hardest-hit countries. The international Monetary Fund has created a
“special oil facility”” to provide balance of payments support to affected
countries.

After allowing for all these bilateral, regional and international
arrangements, it is most likely that there would remain a residual hard-
core of resource gap for some of the Muslim countries particularly those
which are most disadvantaged. This is likely to be in the range of a few
hundred million dollars. One of the measures of this difficulty would be
to arrange to transfer resources through the creation of an Islamic Fund
for Economic Adjustments. ‘

The proposed Fund would come to the assistance of any Islamic
country which finds itself incapable of financing its imports of basic
goods through existing bilateral and multilateral channels. _

Since the countries that require such emergency assistance fall in the
lowest category of per capita income, the aid provided by the proposed
Fund must take the form of a grant or should be under easy conditions
(interest-free and long-term) or both.

In order to extend such emergency assistance, the Fund will have to
continue collecting and following up information related to the finan-
cial situation and balance of payments of Member States.

Recommendation Eight o

The Committee, guided by the objective of the Lahore Declaration, in
particular that of alleviating the economic difﬁcu}tics‘pr‘?sentlly en-
countered by certain Islamic countries due to the latest rise in prices, 1is
of the opinién that the Foreign Ministers at their Fifth Islamic Confer-
ence may consider the establishment of an “Islamic Fund for Economic
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Adjustments” which will extend assistance to the Islamic countries un-
able to finance their imports of necessary goods through existing bilat-
eral and multilateral arrangements. The Foreign Ministers may wish to
refer this proposal to their respective governments for taking a final
decision taking into consideration the importance and the urgent charac-
ter of the matter,

V1
Resolution of the Sixth Islamic Conference of Foreign Ministers held in Jeddah
from July 1215, 1975.

Considering that the best means to overcome the exploitation of the
economies of the developing countries by the developed countries and
assume control over their own natural resources is by further
strengthening their political solidarity and economic cooperation,

Recognising the need for such solidarity and cooperation specially at a
time when certain Islamic countries face pressures aimed against their
sovereign rights over their natural resources, guaranteed by the U.N.
Charter,

Reiterating their faith in a dialogue inspired by a spirit of cooperation
between developing and developed countries to solve their outstanding
problems and condemning the attitudes of confrontation,

1. Recommends that Member States adopt a common front against
any pressure to which any Islamic country may be exposed in its efforts
to safeguard its sovereignty control over its natural resources:

2. Rejects all threats or trends to impose restrictions on the export or
import of foodstuffs, commodities and processed goods to and from the
Islamic countries, .

3. Declares the readiness of the Islamic countries to engage in a con-
structive dialogue with the developed countries which should deal with
the problems of development and interrelated issues in a comprehensive
and integrated manner, and be designed to bring about a new and equi-
table international economic order, that would be consistent with the
Declaration and Programme of Action announced by the Sixth Special
Session of the U.N. General Assembly,

4. Urges Member States to adopt a common and coordinated stand in
the course of this dialogue so that the interests of all are equally ensured,

5. Recognises that the Islamic countries can promote their economic
independence from the industrialised countries through greater mutual
cooperation in the fields of trade, investment, financial and technical co-
operation and to this end,

a. Recommends that the Committee of the Economic Representatives
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and Experts should examine and submit its recommendations to the

Seventh Conference of Foreign Ministers, on the basis of studies avail-

able to it, on the following methods:

i. Arrangements to secure fair and remunerative prices for the
exports of the Islamic countries.

ii. Defining the commodities and goods of exports and imports of
special interest to Islamic countries.

iii. The requirements and possibilities of technical assistance to the
Islamic countries.

iv. Measures to create an Islamic Monetary Area.

v. Common measures which can be taken by the Islamic countries
in respect of the fluctuations in the international monetary system
for the protection of the interests of the Islamic world in inter-
national transactions.

vi. An integral programme to make up for food deficiencies,
expand the production of foodstuffs, improve nutrition standards,
and to promote rural development in the Member States.

vii. Mutual cooperation in the face of natural disasters.

b. Recommends that the Islamic countries encourage mutual invest-

ment and transfer of capital in projects designed to achieve economic

interdependence between them,

c. Recommends Member States or groups among them to encourage

the creation of joint corporations in the fields of maritime and air

transport, ctc., which could be implemented through bilateral or mul-
tilateral agreements, in the light of their economic interests and the
existing technical capabilities for their implementation.

6. Recommends Member States to promote the maximum utilisation
of their natural resources and factors of production specially aimed to
boost the processing of their natural resources, so as to develop local
potential at the human, administrative and technical levels in order to
assume full management of the projects.

7. Calls upon the Committee of the Economic Representatives and
Experts to study the legal aspects related to multi-national corporations
with a view to regulating their operations in Islamic countries and the
importance of having the nationals of these countries participate and
trained in such projects.
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Order is threatened with disintegration not
because some specific part of it has weak-
ened and given way, nor because some
disorderly group is bent upon destroying
it, but because the system is characterised
by injustice and exploitation of the many
by the few. Such a system can last only as
long as those on whose exploitation it
thrives are incapable of challenging it. It is
a divine law evidenced in history that an
unjust system cannot hold the ground for-
ever. After a certain spell during which its
supremacy scems everlasting, cracks begin
to appear in its foundations and the forces
of change sweep it into the dustbin of
history, sometimes gradually and some-
times through a sudden collapse. One may
further add that the prospects of catas-
trophe become more imminent when the

possibilities of negotiated change are denied
by the defenders of the old order.

It is our duty to present before the world a
new vision of man and society — of a new
order in which man could re-discover the
true meaning of human greatness and build
a society where justice and equity are
assured for all. Let me make it clear that
this vision is very different from the reality
of contemporary Muslim life. We invite
mankind to examine the Islamic ideology
as it is expounded in the Qur'an and
Sunnah and see if it can establish the order
of which man has been dreaming. We
also invite the Muslims to critically
examine their own lifestyles, individual as
well as collective, and to make a serious
and dedicated effort to change the system
so as to fully and totally conform to
Islamic ideals and norms. Then only would
we be able to present before the world a
model of the Islamic order that would give
a vision that can inspire the soul of man
and prompt him to achieve new heights

b
of progress and greatness.






