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This book is dedicated to the tireless pursuit of progress and prosperity
within the Islamic countries. It is a testament to the collective
efforts of individuals, organizations, and nations committed to
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and empowering communities across the Islamic world.
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And to my colleagues whose support and encouragement have
sustained me throughout this endeavor, I offer my deepest gratitude.
Your belief in the importance of this work has been a constant
source of motivation and inspiration.

May this book serve as a beacon of knowledge and understanding,
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Preface

This book is a dedicated exploration of the diverse opportunities and challenges
inherent in the economies of more than 50 Islamic nations, spanning four conti-
nents and representing a quarter of the world’s population and land surface. In an
era marked by globalization and interconnectedness, the economic potential of
the Islamic countries is a significant force in shaping the future of global prosper-
ity. Prepared within the framework of the declaration of Shusha as the “Cultural
Capital of the Islamic World” for 2024, this book reflects the collaborative efforts
initiated at the 12th Conference of Ministers of Culture of the Islamic World held
in Doha. The book was prepared as envisaged in the action plan approved by the
Order of the Prime Minister of Azerbaijan for realization of the Declaration.

With the invaluable support and dedication of the Organization of Islamic
Cooperation, Statistical, Economic and Social Research and Training Centre for
Islamic Countries, Islamic World Educational, Scientific and Cultural Organi-
zation (ICESCO), Islamic Development Bank Institute (ISDBI), and other key
organizations, this project showcases the concerted efforts to highlight and har-
ness the economic potential of the Islamic world.
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Foreword

In the name of Allah, the Most Gracious, the Most Merciful.

It is both a privilege and an honor to present this foreword for the book The
Economic Potential of Islamic Countries, Part A: Economics, Demographics and
Financial Services. This important publication has been prepared as part of the
action plan for the declaration of Shusha as the “Cultural Capital of the Islamic
World 2024,” in alignment with the Presidential Decree of Azerbaijan. Shusha,
with its rich historical and cultural significance, is an emblem of unity and coop-
eration, providing the perfect backdrop for this important initiative.

This book represents a collective effort to explore and highlight the vast eco-
nomic potential within the Islamic world. Compiled with contributions from
over 60 scholars from nearly 20 think tanks and research institutions, it provides
a comprehensive analysis of the economic landscapes across the Organization
of Islamic Cooperation member states. It aims to identify avenues for enhanced
cooperation, mutual prosperity, and sustainable growth.

I would like to especially commend Prof. Dr Vusal Gasimli, the Executive
Director of the Center for Analysis of Economic Reforms and Communication,
for his dedicated leadership and invaluable contributions to the development of
this publication. His efforts, alongside the collaboration of numerous experts
and institutions, have ensured that this work will serve as a valuable resource in
advancing economic cooperation across our member countries.

In today’s interconnected world, economic diplomacy plays a crucial role
in fostering stronger relationships between nations. The Economic Potential of
Islamic Countries, Part A: Economics, Demographics and Financial Services seeks
to provide a strategic framework for unlocking new opportunities for trade and
collaboration, which is in line with Statistical, Economic and Social Research and
Training Centre for Islamic Countries’ mission to support the socio-economic
development of Organization of Islamic Cooperation member states.

I express my sincere gratitude to all contributors whose research and expertise
have made this publication possible.

As this book is presented on international platforms, I trust it will inspire
constructive dialogue and cooperation, encouraging policymakers, business lead-
ers, and scholars to work together for the greater economic integration of our
nations. It is my hope that the insights and recommendations shared within these
pages will help our countries realize their full economic potential.



xxviii  Foreword

May this book serve as a guiding light for deeper cooperation and a brighter,
more prosperous future for the Islamic world.

H.E. Ms. Zehra Zimriit Selguk

Director General
Statistical, Economic and Social Research and
Training Centre for Islamic Countries
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Introduction

Vusal Gasimli

Center for Analysis of Economic Reforms and Communication, Republic of Azerbaijan

This book presents a dedicated exploration of the diverse opportunities and
challenges inherent in the economies of Islamic countries, spanning four conti-
nents and representing approximately a quarter of the world’s population and
land area. In an era defined by deglobalization, the economic potential of Islamic
countries emerges as a significant force shaping the future of global prosperity.

The development of this book coincides with the declaration of Shusha,
Azerbaijan’s cultural capital, as the “Cultural Capital of the Islamic World” for
2024, which was announced at the 12th Conference of Ministers of Culture of
the Islamic World held in Doha, Qatar, on September 25, 2023. The genesis of
this work was further solidified through discussions with H. E. Ms. Zehra Ziimriit
Selguk, Director General of SESRIC (Statistical, Economic and Social Research
and Training Centre for Islamic Countries), during which we reflected on the
concept of ambidexterity — a blending of routine tasks and innovation.

This book was created in collaboration with SESRIC, Islamic World Educa-
tional, Scientific and Cultural Organization (ICESCO), the Center for Analysis
of Economic Reforms and Communication, and a host of organizations. The
support and dedication from these institutions, along with contributions from
research institutes in Malaysia, Indonesia, Saudi Arabia, Morocco, Egypt, Paki-
stan, Turkey, and many other Islamic countries, were crucial in bringing this work
to fruition. I am also deeply grateful to the co-authors, whose scholarly input has
been indispensable in the development of this book.

Recent economic advancements in Islamic nations reveal a varied landscape
of development. According to SESRIC, the average growth rate among Organi-
zation of Islamic Cooperation (OIC) countries slowed to 3.3% in 2023, down
from 5.5% in 2022 — the highest level recorded since 2011. Nevertheless, it is pro-
jected to recover to 3.6% in 2024 and rise further to 4.2% in 2025.The collective
gross domestic product (GDP) of OIC member countries gradually rebounded,
reaching USS$ 8.9 trillion in 2023, which accounts for 8.5% of global GDP. In
Purchasing Power Parity (PPP) terms, the growth in GDP per capita within OIC
economies — averaging 6.7% in 2023 — slightly above the global mean, signaling
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a positive trend of economic convergence. The OIC Economic Outlook 2024 fur-
ther highlights that agricultural activities account for a significant 10.1% of total
value added in OIC countries, exceeding the 8.6% share observed in non-OIC
developing nations, and a growing services sector are becoming increasingly
important in shaping the composition of GDP, contributing an average of 48.5%
to total value added. However, this share remains relatively low compared to
76.2% in developed countries and 55.4% in non-OIC developing nations, with
the global average standing at 66.6%. In expenditure terms, final consumption
remains dominant, with international trade continuing to play a pivotal role in
the economies of these nations.

Intra-OIC trade, though growing, has not yet matched the pace of global
trade. Additionally, the labor market shows modest improvements, with a slight
increase in the employment-to-population ratio reaching the pre-pandemic level
by 2023 (52.8%), though it still remains below the global average.

This book delves into the socio-economic potential of Islamic countries,
offering valuable insights into the strengths, challenges, and opportunities across
diverse nations. By examining various economic and social indicators, such as
GDP growth, employment rates, education levels, and infrastructure develop-
ment, it provides a comprehensive understanding of the region’s economic land-
scape. Such knowledge is instrumental in crafting effective policies and strategies
aimed at promoting sustainable economic development.

Understanding these dynamics allows policymakers, investors, and develop-
ment agencies to identify key areas for intervention and investment. For example,
the analysis underscores significant gaps in infrastructure development, present-
ing an opportunity to prioritize projects that enhance connectivity, productivity,
and economic growth. The book also highlights disparities in access to education
and healthcare, encouraging targeted interventions to foster human capital devel-
opment and reduce socio-economic inequalities.

Furthermore, by exploring the unique challenges faced by Islamic countries
— such as structural impediments and vulnerabilities to climate change — this
work lays the foundation for tailored solutions that take into account the specific
contexts of each nation. This personalized approach is crucial for ensuring that
development efforts are effective, sustainable, and inclusive.

The book serves as an essential resource for policymakers, researchers, and
practitioners dedicated to advancing sustainable economic development in the
Islamic world. By offering evidence-based insights and actionable recommenda-
tions, it contributes to the formulation of policies and initiatives that promote
economic growth, social progress, and environmental sustainability across Islamic
countries.

In conclusion, while Islamic nations have shown resilience and progress in
various economic domains, the ongoing challenges and disparities highlight
the importance of continued policymaking and international collaboration.
Strengthening both intra-Islamic cooperation and global partnerships is essen-
tial to bridging gaps and unlocking the full potential of these countries on the
world stage. This book aims to support Islamic countries in fostering collective
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action and cooperation to address the challenges of the Anthropocene and
the digital revolution through policy coordination, knowledge sharing, resource
mobilization, cross-border initiatives, digital inclusion, and global representation.
Through these roles, Islamic countries can contribute to a more coordinated and
effective response to global challenges, emphasizing the need for collaboration
and collective action.
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Chapter 1

Economic Cooperation and Integration
Among OIC Member Countries

Kenan Bagci® and Esat Bakimli”

“Qatar University, Qatar
YSESRIC, Turkey

1. Importance of Regional Economic Integration Amidst the
Fears of Geoeconomic Fragmentation

Regional economic integration aims to promote economic cooperation and inte-
gration among participating countries, ultimately leading to benefits such as
increased trade, investment, and economic growth within the region. The attempts
to benefit from the economic opportunities of regional integration have a long
history, dating back to the late 1950s. The successful example of the European
Economic Community (EEC), which later evolved into the European Union,
inspired hopes of achieving comparable economic advancement through regional
integration. The success of the EEC served as a model for other regions and
sparked interest among developing countries seeking to replicate its achievements
(Wagner, 1983). These countries recognized the potential benefits of economic
integration, including enhanced trade opportunities, industrial development, and
economic diversification. Subsequently, many developing countries embarked
on their own regional integration initiatives, forming free trade areas, customs
unions, and other forms of economic cooperation. Examples include the Associa-
tion of Southeast Asian Nations, the Southern African Development Commu-
nity, and the Mercado Comun del Sur (Mercosur) in South America.

Regional cooperation or integration is also crucial due to the inherent regional
dimensions of phenomena requiring political action, such as migration and trade
flows, necessitating regional governance responses; this is reinforced by the abil-
ity of regional frameworks to solve collective action problems and prevent races
to the bottom in various policy areas like taxes, investment, and environmen-
tal protection, resulting in more efficient market processes and positive dynamic
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effects. Moreover, specific economic theories, such as neo-classical trade theory
and optimum currency area theory, elucidate the benefits of regional policies,
while the absence of a global regime or the need for increased policy autonomy
and negotiation power also justify regional cooperation initiatives. Evaluations
of proposals for regional integration underscore the importance of considering
both the net benefits and potential costs of non-cooperation across various sec-
tors, emphasizing the spillover effects and multiplier impacts of regional coopera-
tion on broader societal challenges (De Lombaerde, 2023).

In particular, regional trade liberalization has shown significant positive
impacts on intra-regional trade worldwide, with a meta-analysis showing an aver-
age increase over 50% (Head & Mayer, 2014). Similarly, it is found that Euro-
pean monetary integration has raised trade (+50%) and investment (+30%) in the
Eurozone, while fixed exchange rate regimes in Africa and the Caribbean ensure
price stability but have uncertain growth effects (De Lombaerde, 2023).

Over the recent period, there has been a notable slowdown and even rever-
sal in some aspects of global economic integration, driven by a combination of
factors including economic challenges, geopolitical tensions, and the COVID-19
pandemic. The aftermath of the Global Financial Crisis (GFC) left many econo-
mies grappling with slow growth and rising inequality, fuelling skepticism about
the benefits of globalization. This sentiment has been further exacerbated by the
uneven distribution of gains from globalization, leading to a rise in populism and
protectionism in some parts of the world. Events like Brexit and the trade war
between the United States and China have highlighted the tensions surround-
ing globalization, with countries increasingly prioritizing their own interests over
global cooperation. The COVID-19 pandemic has further strained international
relations, disrupting global supply chains and exacerbating economic disparities.
Geopolitical conflicts, such as the war in Ukraine, have added another layer of
complexity to the global landscape, deepening divisions and increasing uncer-
tainty about the future direction of globalization.

The term “geoeconomic fragmentation,” as coined by Aiyar et al. (2023), aptly
captures the phenomenon of a policy-driven reversal of global economic inte-
gration, often influenced by strategic considerations. This concept encapsulates
the idea that geopolitical tensions and strategic interests are increasingly shaping
economic policies, leading to a fragmentation of the global economic landscape.
While fragmentation may entail strategic advantages for some countries in certain
settings, it is very likely to involve significant economic costs in the aggregate.
The fast-growing literature on the economic costs of global fragmentation has
generated a wide range of quantitative estimates, reflecting the consideration of
different channels as well as different assumed fragmentation scenarios (see, e.g.,
Bolhuis et al., 2023; IMF, 2022; Javorcik et al., 2022). For example, technological
fragmentation can lead to losses in the order of 5% of GDP for many economies
(Cerdeiro et al., 2021).

The benefits of globalization, disseminated through various channels, have
historically catalyzed income convergence and poverty reduction globally, par-
ticularly benefiting low-income consumers and facilitating technological diffu-
sion; however, the adverse consequences of geoeconomic fragmentation, such as
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