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Abstract

This study aimed to recognize the role of the Organization of Islamic
Cooperation (OIC) in promoting intra-OIC trade, focusing on the countries of
Sub-Saharan Africa (SSA-OIC). The study depended on econometric analysis
using the Gravity model for panel data to specify the determinants of intra-SSA-
OIC trade.

The study was divided into four chapters. The first one presented a brief
description of the Organization of Islamic Cooperation, the second chapter stated
the most prominent strategies and efforts of the Organization in enhancing intra-
OIC trade, the third chapter was dedicated to Sub Saharan African members of
OIC, the fourth chapter analyzed the most important determinants of intra-SSA-
OIC trade and evaluated the role of the Organization in promoting the intra-trade
of these countries.

The study concluded these important results: The OIC aimed to reach 25% of
the intra-OIC trade by 2025. To this end, many programs were launched to
promote intra-OIC trade, including the establishment of the Trade Preferential
System among the OIC Countries (TPS-OIC). The study showed the low
contribution of SSA-OIC countries in international trade, as well as the decrease
in the volume of intra-trade. The study also explained the obstacles that limit the
effectiveness of the efforts of the organization to promote intra-trade.

The study applied the Gravity model for SSA-OIC countries during (2002-
2016), and its results indicated the explanatory power of the model; that the
independent variables succeeded in explaining 94% of the change in the volume
of intra-SSA-OIC trade according to the fixed effects model, and 90% according
to the correction model. Both the gross domestic product (GDP), the economic
distance between the two countries, and their sharing of both the geographical
boundaries, the official language, and the official currency had a positive impact,

while both the population and geographical distance between the two countries
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had a negative impact on intra-SSA-OIC trade. The results also referred to the
positive role of financing from the Islamic Development Bank in intra-trade
volume, as well as the signature of the TPS-OIC system which had a positive
impact on intra-SSA-OIC trade.

Keywords: OIC, TPS-OIC, Gravity model, Panel Data, Intra-trade, Trade finance,
Trade infrastructure, Logistics performance, Liner shipping connectivity, Tariff

barriers.

12 G - o - %slad Iy dpuboally 212! Syl gl blacll S ©lylas)



2002 ple dew Ly sLas¥1 ol pmall G g Uiy T s Bl 85l 50500 b oD Osladll Lalita 55

i# el o M) )5S sl

Summary

This study aims to recognize the role of the Organization of Islamic
Cooperation (OIC) through all its specialized, subsidiary and affiliated organs in
order to promote intra-OIC trade with a focus on the 22 Sub-Saharan African
countries (SSA—OIC) by monitoring the most important programs developed by
the Organization for this purpose, with the analysis of the main indicators of intra-
SSA-OIC trade.

In order to achieve this objective, the study depended on the econometric
analysis using the gravity model for panel data to identify the determinants of
trade between the countries under study during the period (2002-2016).

The study was divided into a preliminary section and four chapters plus final
section. The preliminary section reviewed some of the theoretical literature
explaining international trade. The first chapter presented a brief description of
the Organization of Islamic Cooperation, which contained three subchapters, the
first one reviewed the stages of the OIC establishment, and stated its objectives,
the second one browsed its organizational structure, the third one explained its
areas of work, especially at the economic level.

The second chapter dealt with the most important strategies and programs
launched by the Organization in order to promote the intra-OIC trade through
three subchapters. The first one discussed the strategies of the Organization to
promote intra-OIC trade, while the second one presented a definition of the Trade
Preferential System among the OIC Countries (TPS-OIC), the third one reviewed
the main efforts of the Organization in promoting intra-OIC trade.

The third chapter studied the key indicators of international trade and intra-
trade of SSA-OIC countries through three subchapters, the first one highlighted
the most important indicators of international and intra-trade of selected
countries, the second one reviewed the main strategies of the organization in

economic development and trade promotion for African countries, while the third
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one stated the OIC efforts to facilitate intra-trade in the countries under study
and obstacles encountered.

In the fourth chapter, the study tried to study the most important determinants
of intra-trade between the Sub-Saharan member countries of the Organization of
I[slamic Cooperation by applying the gravity model for panel data. The fourth
chapter included three subchapters, the first one presented the theoretical
framework of the gravity model and reviewed previous studies that applied it, the
second one explained the methodology of statistical analysis and application of the
econometric model, the third one concluded the statistical and economic results
of the gravity model.

Finally, the final section summarized the main findings of the study, while
suggesting a future vision for the role of the Organization in promoting intra-
trade between the countries studied.

The main results of the study were as follows:

The role of regional trade arrangements in promoting intra-trade, which consists
of both trade creation and trade diversion, resulting in an increased intra-trade
volume of States involved in trade arrangements, thus efficient allocation of
resources and increased economic well-being.

The importance of the Organization of Islamic Cooperation which is one of the
most important cross-regional groupings as the second largest governmental
organization after the United Nations in terms of the number of its member states.
The diversity of the areas of work of the Organization of Islamic Cooperation,
which aims at achieving Islamic solidarity. The economic field is one of the most
important areas in which the Organization focuses on it. It has established several
economic organs that stimulate economic and commercial cooperation among

member States.
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Organization of Islamic Cooperation (OIC) has targeted the volume of intra-OIC
trade to 25% of total foreign trade by 2025. Its activities in the promotion of
intra-trade have varied between trade finance, marketing, and technical support.
The importance of the Preferential System among the OIC Countries (TPS-OIC),
which is based on three agreements (the framework agreement on the system of
trade preferences, The Protocol on Preferential Tariff Scheme for TPS-OIC
(PRETAS), and the rules of origin agreement).

Low share of Sub-Saharan African countries in international trade, as well as the
low contribution of foreign trade to GDP.

Low volume of intra-trade in the SSA-OIC countries; which amounted to 22.31%
on average during the period (2002 - 2017).

The growing efforts of the Organization to promote intra-trade between the
countries under study, the most important of which is the Trade Support in Africa
[nitiative (2015-2019), the Arab-African Trade Bridges Program and the Dakar-
Port Sudan Railway Project.

Increasing barriers to the promotion of intra-trade in the countries under study
include economic, logistical, legislative and political obstacles.

The study showed, through the applied econometric model, the multiple factors
affecting the intra-SSA-OIC trade. Positive factors include GDP, economic
distance between the two countries, and sharing of the geographical boundaries,
the official language, and official currency. In contrast, both the population and
the geographical distance between the

two countries had a negative effect on intra-trade, which is consistent with both
economic theory and the findings of previous studies.

There is a positive impact of the role of the Organization of Islamic Cooperation
on promoting intra-trade between the countries under study. The study pointed
to a positive relationship between the state's access to financing from the Islamic

Development Bank and the volume of its trade with its trading partners within
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the group. It also confirmed a positive relationship between the state's joining to
the Preferential System among the OIC Countries and the size of their trade with
the rest of the group.

The results of the study showed the significance of the econometric model applied.
The independent variables succeeded in explaining 94% of the change in the
volume of intra-trade according to the fixed effects model and explaining 90% of
the change in the volume of intra-trade according to the correction model.

The study presented some recommendations that contribute to enhancing the
role of the Organization in promoting trade among Sub-Saharan African
countries:

Integrating the informal economy, supporting small and micro enterprises, and
activating the role of the private sector in the development of export capacities.
Increase funding to improve trade infrastructure, integrate African countries into
global value chains, and promote Halal trade.

Taking advantage of the export opportunities of African States, facilitating intra-
trade exchanges, developing trade capacities and building international

partnerships.
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Asia-Pacific Economic
Cooperation

central African

Economic and Monetary
Community

Community of Sahel-
Saharan States

Standing Committee for
Economic and
Commercial Cooperation
Common Market for
Eastern and Southern
Africa

Standing Committee for
Information and Cultural
Affairs

Standing Committee for
Scientific and
Technological
Cooperation
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Central African States
Economic Community of

West African States
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GTRC

ICCIA
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ICIEC

IGAD
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United Nations Economic
and Social Commission
for Western Asia
General Agreement of
Economic, Technical and
Commercial Cooperation

General Agreement on
Trade in Services

General Agreement on
Tariffs and Trade
The Group Trade Related
Issues Committee
Islamic Chamber of
Commerce, Industry &
Agriculture

Islamic Corporation for
the Development of the
Private Sector
Islamic Centre for
Development of Trade
The Islamic Corporation
for the Insurance of
Investment and Export
Credit
Intergovernmental
Authority on Development

Islamic Development Bank
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ISFD

ITFC

NAFTA

OIC

OIC-TPO

PRETAS

PTAs

SADC

SESRIC

SMIIC

Islamic Solidarity Fund
The International Islamic
Trade Finance
Corporation

North American Free
Trade Agreement
Organization of Islamic
Cooperation
Organization of Islamic
Cooperation Trade
Promotion Organs
Network

Protocol on the
Preferential Tariff Scheme
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Preferential trade
agreements

Southern African
Development Community
The Statistical, Economic
and Social Research and
Training Centre for
Islamic Countries
Standards and Metrology
Institute for the Islamic

Countries
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SPDA

SSA-OIC

TCPP

TPS- OIC

UEMOA

WTO

Special Program for the
Development of Africa
Sub-Saharan African
Countries members of the
Organization of Islamic
Cooperation

Trade Cooperation and

Promotion Program

Trade Preferential System

among OIC Countries

West African Economic
and Monetary Union
World Trade

Organization
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(1) Abdul Azim Islahi, "The Emergence of Mercantilism as a Reaction against Muslim Power:

Some of the Evidences from History", Review of Isdamic Economics (Munich: Munich

University Library, Vol.12, No.1, 2008) pp.137-150.
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(1) Steven G. Medema, The Hesitant Hand: Taming Self-Interest in the History of
Economic I deas (New Jersey: Princeton University Press, 2009) pp.14-17.
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(1) Organisation of Islamic Cooperation (OIC), General Agreement for Economic, Technical
and Commercial Cooperation among Member States of the Islamic Conference

(Jeddah: OIC, 1977) pp. 1-7.
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Affairs of the Republic of Turkey, Vol.9, No.34, August 2009) pp.7-28.
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320d M eeting of the Follow-up Committee of COM CEC (Ankaraa COMCEC, 17-18 May
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(3) COMCEC, "COMCEC Progress Report 2013-2015", Submitted to 13t |slamic Summit
(Istanbul: COMCEC, 10-15 April 2016) p.26.

(4) https://www.smiic.org/en/members, Retrieved on: 3/5/2018.
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p.14.

(2) (ICDT, “Consolidated Follow up Report of the Implementation of the Executive Programme
of the Road-Map for Achieving Intra-OIC Trade Targets 2009-2014", Submitted to the
312 Session of the Follow-Up Committee of the Standing Committeefor Economic and
Commercial Co-Operation of the OIC (Ankaras COMCEC, 13-14 May 2015) p.33.
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25-26 February 2013) p.9.
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(1) COMCEC, COMCEC Trade Outlook 2017, op. cit., p.23.
(2) Standing Committee for Economic and Commercial Cooperation (COMCEC), COMCEC
Trade Outlook 2018 (Ankara: COMCEC Coordination Office, 2018) p.9.
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(3) SESRC, OIC Economic Outlook 2016 Transforming the Potentials into Impact, op. cit.,
pp.36-38.
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COMCEC, COMCEC Trade Outlook 2016 (Ankara: COMCEC, 2016) p.23.
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(1) ICDT, “Annual Rapport on Intra-OIC Trade 2015-2016", op. cit., p.8.
(2) Ibid., p.9.
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The Islamic Centre for Development of Trade (ICDT), "Annual Rapport on
Intra-OIC Trade 2015-2016", Submitted to 32”9 Session of the Follow-Up
Committee of the Standing Committee for Economic and Commercial Co-
Operation of the OIC (Ankara: COMCEC, 17 - 18 May 2016) p.27.
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(1) COMCEC, COMCEC Trade Outlook 2018, op. cit., p.21.
(2) 1bid., pp.69-71.
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(1) COMCEC, COMCEC Trade Outlook 2018, op. Git., p.22.

(2) Ibid., p.23.
(3) Ibid., p.24.
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(1) International Business Publications (IBP), Burkina Faso Foreign Policy and Gover nment
Guide, Vol.1 (Washington, DC: IBP, 2011) p.51.

(2) ISDB, Annual Report 1423H (Jeddah: ISDB, 2003) pp.153-155.

(3) ISDB, “ Specia Program for the Development of Africa 2013 Progress Report”, Submitted
to 38"M eeting of the Board of Gover nor s (Dushanbe, Tgjikistan: OIC, Rajab 1434H/May
2013) p.iv.
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Source: Mamoud Kamara, “Progress Report on the Implementation of Special
Program for the Development of Africa”, Submitted to 5th Meeting of
Consultative Group for Enhancing Intra-OIC Trade (Casablanca: OIC, 27 -
28 February 2013) p .8.
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(1) Mamoud Kamara, “Progress Report on the Implementation of Special Program for the
Development of Africa’, Submitted to 5"M eeting of Consultative Group for Enhancing
Intra-OIC Trade (Casablanca: OIC, 27 —28 February 2013) p.5.
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Source: Mamoud Kamara, “Progress Report on the Implementation of Special
Program for the Development of Africa”, Submitted to 5th Meeting of
Consultative Group for Enhancing Intra-OIC Trade (Casablanca: OIC, 27
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(1) 1SDB, Special Program for the Development of Africa (SPDA) Progress Report 2013
(Jeddah: 1SDB, 2013).
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(1) Omar Sow, "Statement of the Organization of the Islamic Conference (OIC) Capacity
Building for Facilitation of Trade and Investment in Africa’. in: 1SDB, “lIslamic
Development Bank: Capacity Building for Promoting Trade and Investment in Africa’,
Proceedings of the 181 IDB Annual Symposium (Dakar: 1SDB, 28-29 May 2007) p.57.

(2) Idem.

(3) Mamoud Kamara, op. cit., pp.16-19.
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(1) ITFC, Africa Trade Support Initiative 2015-2019 (Jeddah: ITFC, 2015).
(2) Idem.
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