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On behalf of the Islamic Development Bank (IsDB) Group, I would like to express our profound gratitude 
to the World Bank and the International Monetary Fund for the invitation extended to us to participate as 
an observer at the 84th meeting of the Development Committee. This year’s meeting of the Development 
Committee is taking place at a period when the global economic recovery is threatened by multiple 
problems including supply shocks (soaring oil prices and Japan’s Earthquake), financial shocks 
(Eurozone and US debt crises and downgrade of US credit rating), high unemployment, famine and 
hunger in the Horn of Africa, social unrest and civil war in the Middle East and North Africa, and food 
crisis. 
 
Concerns over Global Economic Recovery  
 
Two years into the post-crisis era, the global economic recovery is still fraught with uncertainties. The 
global growth, which trended up a year ago, is expected to trend down this year due to a number of 
factors. The first factor, the supply shocks are due to the earthquake in Japan which disrupted 
manufacturing activities and the turmoil in the Middle East and North Africa which contributed to high 
oil prices. The second factor, the financial shocks are due to debt overhangs in Eurozone and United 
States of America and the S&P downgrade of the US credit rating which sent shockwaves across the 
financial markets worldwide.  The third factor is high unemployment especially among the youth which 
remains a terrible scourge across the world.  
 
As of last year, there were two speeds to the global economic recovery. The emerging and developing 
countries, leading the recovery, had high and impressive growth while growth in advanced countries was 
positive but subdued.  Growth prospects of the advanced economies and by extension, of the global 
economy, will depend largely on how the EU sovereign debt crisis is addressed and to what extent 
confidence can be restored in US investment instruments.  There is an  urgent need for a coordinated and 
robust international policy actions to address sovereign and financial crisis that has been brewing in the 
euro area, rebalancing of fiscal imbalances and repairing and reforming the financial systems in advanced 
economies.  
 
The role of emerging economies as driving force of the global economy is crucial for achieving strong 
global economic recovery. However, despite the decoupling of economic growth policies in the wake of 
the global financial and economic crisis of 2008-2009, the emerging economies need a robust economic 
performance of advanced economies. Even though China’s economy remains strong, it is not completely 
immune from the global repercussions of the EU sovereign debt crisis and highly susceptible to the US 
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debt exposures. Besides, China’s exports, its veritable source of strong growth, are likely to slack as 
consumer confidence tumbles in developed markets.  
 
Let me stress here that high and volatile commodity prices pose significant risks to balance of payments 
and sustainability of growth in developing countries. The pressing problem of rising food and energy 
prices is aggravating inflation in many countries and posing serious challenges to prudent macroeconomic 
management and financial stability. In the short time, policy makers need to implement well-designed and 
well-targeted programs for the poorest and the most vulnerable groups. Medium to long-term measures 
are needed to improve agriculture productivity and modernize the rural economy, including increased 
investment in research, rural infrastructure and rural finance. Food stocks are also crucial to maintain 
price stability but sustained productivity increase is even more important in the longer run. 
Unemployment is the number one priority of governments worldwide and their development partners. 
Thus, there is an urgent need to address youth unemployment in particular through engaging the private 
sectors, bridging skills mismatches, and designing education policies that are forward looking and 
inclusive.  
 
 
Economic Growth and Prospects in IsDB Member Countries  
 
The IsDB member countries, a group of 56 developing countries, are affected differently by the 
uncertainty in the global recovery depending on the level of their global integration. The IsDB member 
countries as a group are projected to grow by 4.7 percent in 2011 from 5.3 percent in 20101. Regionally, 
Sub-Sahara African member countries as a group is projected to achieve 5.3 percent growth in 2011 from 
6.4 percent rate in 2010. Projections for other regional groupings indicate that MENA region will slow to 
4.2% in 2011 from 4.7% in 2010, Asia 5.4% in 2011 from 6%  in 2010, the same is true of Countries in 
Transition.  
 
To cope with emerging challenges and chart a strong and sustainable recovery path, member countries 
need to bolster domestic and regional markets through a coordinated intra-investment and intra-trade 
agenda that distribute production of goods and services among countries based on comparative advantage. 
This requires improvement in infrastructure and human capital development to foster inclusive growth. It 
is essential for member countries to diversify their economic activities to achieve strong linkages between 
domestic demand and value-adding productive activities.  
 
Achieving stability will require broadening of economic opportunities to engender inclusiveness to 
achieve stability and pave the way for sustainable inclusive development. This requires: (i) enhancing 
investments in human development and critical infrastructure to create incentives for effective private 
sector growth that create jobs; (ii) intensifying forward-looking diversification activities to create 
domestic stimulus for self-sustainable growth to minimize vulnerabilities to global macroeconomic 
shocks; and (iii) forging strong economic integration to reinforce mutual benefits anchored on value-
adding and high income-earning economic activities to prosper the people.  
 
Let me elaborate on the economic prospects of the MENA region which has experienced significant 
structural changes in the last two years. Looking forward, the forecast is for improvement in the economic 
prospects of the MENA region in 2012 as compared with 2011 and 2010 mainly due to contribution of 
the Kingdom of Saudi Arabia and Turkey, who are also members of the G20. Both Saudi Arabia and 
Turkey had sufficient fiscal space to provide countercyclical fiscal stimuli to support economic recovery. 
The structural causes of discontents against the established political, social and economic order in many 
Arab countries are briefly enumerated below: 

 The inflationary pressures in the MENA region remained elevated at about 10 percent throughout 
2000 to 2010. The single most contributing factor was food price inflation which was exacerbated 

                                                 
1 Based on data from IMF’s WEO database online of April 2011 
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by the global food crisis of 2007-08. In the absence of compensating transfers to the households, 
the food inflation reduced the real incomes of the vulnerable income groups.  

 The overall economic growth in the MENA region averaged 5 percent during 2000-2010, which 
was the sustained strongest economic growth in more than two and a half decades. Yet, the 
unemployment rate in the MENA region throughout the period remained invariant at 10-11 
percent throughout the period. This phenomenon of sustained economic growth accompanied by 
relatively low growth of employment gave rise to what can be termed as jobless growth.   

 In some MENA countries, youth unemployment ranged between 35 to 40 percent.2 In recent 
years, the development partners have continued to highlight the need in MENA countries to 
undertake credible economic reforms that directly address the challenge of youth unemployment 
through labor market and education sector reforms, in particular dealing with wage disparities 
between public and private sectors, alignment of education sector output with the needs of the 
private sector, and unshackling the existing business environment with a view to spurring growth 
in labor-intensive private sector such as the SMEs.  
  

IsDB Group Responses to MENA Needs  
 
The recent developments in some Arab countries make it imperative for the IsDB Group to assist in the 
country-owned formulation and implementation of employment-focused reform and development agenda. 
In this regard, the IsDB Group has formulated a multi-tiered program to assist the affected Arab countries 
in achieving better alignment between economic growth and employment generation objectives, 
particularly through support to SMEs and improved access to microfinance facilities.  The major 
platforms of the IsDB Group multi-tiered program are: 
 
Partnership with the Development Community 
 

 On 10 September 2011, IsDB Group endorsed along with nine other international development 
partners the framework of Deauville Partnership, which was launched at the G8 Summit in May 
2011 in Marseilles, France. The Deauville Partnership for the MENA Region establishes a 
framework to support country-owned economic programs in the following areas: (a) governance, 
transparency and accountability of economic activities, (b) social and economic inclusion, (c) 
economic modernization and job creation, (d) private sector led economic growth, and (e) 
regional and global integration.  

 IsDB along with International Finance Corporation (IFC) and the World Bank established an 
‘Arab Financing Facility for Infrastructure’. This Facility will mobilize new resources up to US$1 
billion to support inclusive economic growth objectives.  

 IsDB along with World Bank, the Arab Fund for Economic and Social Development (AFESD), 
the African Development Bank (AfDB), the European Investment Bank (EIB), the Agence 
Francaise de Developpement (AFD) and the Arab Trade Financing Program (ATFP) are in final 
stages of establishing a ‘Cross-Border Trade Facilitation and Infrastructure Program’.  

 A Memorandum of Understanding between IsDB Group and the European Bank for 
Reconstruction and Development (EBRD) was signed on 10 September in Marseilles which 
established partnership arrangements to support joint operational activities in some MENA 
countries.  

 

                                                 
2 Based on ILO database online, accessed in August 2011. 
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Knowledge-based Activities 

 During the 36th Annual Meeting of the IsDB Board of Governors, the Bank organized a 
symposium on ‘Addressing Unemployment in Member Countries in the Post-Crisis World’ on 
29th June 2011 in Jeddah, Kingdom of Saudi Arabia. Based on the Governors’ feedback, an 
Action Plan has been prepared which will guide the strategic orientation and operational work of 
the IsDB Group in the medium term.  

 IsDB Group and IFC jointly financed a study on ‘Education-for-Employment Initiative in the 
Arab World’, which was completed in July 2011. Based on the results of the study, efforts are 
underway to mobilize in the range of US$1.5 to 2 billion  over the next five years to support job 
creation opportunities and provision of relevant labor market skills for the Arab youth.  

 The Islamic Corporation for the Development of the Private Sector (ICD, which is the private 
sector financing arm of the IsDB Group) supported a study on the ‘Inaugural Start-up Enterprise 
Survey in Saudi Arabia’ in 2011. The study has identified major binding constraints in the 
expansion of the SMEs in Saudi Arabia, which will help the relevant stakeholders to design 
appropriate and supportive measures.  

Strategic Orientation  

 The IsDB Group framework for country dialogue instrument, the Member Country Partnership 
Strategy (MCPS), is being further strengthened to mainstream the diagnostics and programming 
with supporting employment growth as a focused area.  

 The on-going work in the Bank to prepare Sector-level Policies will be further strengthened to 
cover issues related to choice of technology and its employment impact.  

 An effectiveness review of the impact of IsDB programs (such as Jeddah Declaration for the 
Achieving Food Security, Vocational Literacy for Poverty Reduction (VOLIP), IsDB Knowledge, 
Information and Communications Technologies for Development (KICT4D), Lines of Financing 
for the SMEs, Microfinance Support Program, and Integrated Community-Driven Development 
(ICDD) on employment growth in targeted areas / regions will be undertaken over the medium-
term.  

Supportive Operational Activities  

 Up to the end of August-2011, the cumulative net approvals for the MENA-19 member countries 
of IsDB amounted to US$39.5 billion, which is about 52 percent of the total. During the three 
quarters of 2011, the IsDB Group approvals for the region amounted to about US$2.4 billion.  

 In March 2011, IsDB approved additional US$250 million program over the regular Operations 
Plan for 2011 to support youth employment generation in the affected countries in the Arab 
region.   

 The IsDB Group is in the process of preparing an interim assistance strategy for both Egypt and 
Tunisia, covering the period 2011 to 2013, with an estimated financial envelope of US$2.5 billion 
and US$1.5 billion, respectively. The strategic thrusts of the interim strategy will be to support 
those sectors that will rapidly help in economic revival and employment generation. As part of 
IsDB efforts to fast-track development assistance, it is expected that, by the end of 2011, IsDB 
will approve US$50 million each to Egypt and Tunisia as lines of financing to support growth of 
micro, small, medium enterprises (MSMEs).  

 In partnership with IFC, IsDB has allocated US$50 million to support operational activities under 
the ‘Education-for-Employment Initiative in the Arab World’. In particular, E4E country plans 
are being prepared for Egypt, Morocco, Jordan and Tunisia.  
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 The ICD along with the IsDB and other fund partners are in the process of launching a ‘Saudi 
SMEs Fund’ of SR1 billion (US$200 million). The Fund will help boost the prospects of self-
employment and support the growth of SMEs in the non-oil private sector.  

Looking ahead, there is a need to carefully sequence country-owned reform initiatives and programs for 
economic revival and employment generation. As it is to be expected, there are heightened expectations 
by the people in many MENA countries for a new governance and economic compact. To achieve long 
term political stability, it is imperative that both bilateral and multilateral agencies provide calibrated and 
predictable advisory and economic assistance to the affected countries in the MENA region. In the short 
to medium term, sequencing of constitutional, political and economic governance and convergence on 
developmental agenda will be critical for resumption of investment led economic growth and stability. In 
this journey, the international development community could assist in articulating clear choices or 
tradeoffs.  
 
G20 and Global Development Agenda  
 
The consequences of years of unbalanced growth, exacerbated by the global financial crisis, are 
increasingly apparent in rising social tensions in many parts of the world. The current policies are not 
addressing deep seated imbalances and inequalities within and between countries. In a number of 
countries, the lack of economic opportunity has led to unproductive activities, political instability, and 
even conflict. The central policy challenge for coming years will be how to grow on a more equitable, 
sustained and balanced basis. It is time to re-conceive adjustment policies to adjust to citizens’ needs and 
aspirations for decent work and a better life for themselves.  
 
Given the fact that downside risks remain of great concern, the G20 need to focus more on “collaborative 
and collective policy actions” to sustain the recovery and achieve the objectives of strong and sustainable 
balanced growth. I call on G20 to develop a long-term strategy to help countries explore better ways to 
respond to citizens’ aspiration and desire for economic and social reforms. In particular, our attention 
should be on those activities that can foster the greatest and earliest gains in productivity and 
competitiveness. These include (i) enhancing infrastructure to facilitate the movement and exchange of 
goods and services; (ii) improving education and research to enhance efficiency; and (iii) strengthening 
natural resource management to ensure sustainable gains in productivity and reduce the impact of climate 
change on agriculture.  
 
In this context, the MDBs and other regional and international organizations, under the leadership of G20, 
can play a key role in funding the implementation of the various Action Plans through focusing on 
existing and emerging challenges such as food security, climate change, job creation and private sector 
development, inclusive growth, the development of strong institutions, and the enhancement of security 
and justice particularly in countries affected by fragility and conflict.  
 
Concluding Remarks 
 
Let me reiterate that the IsDB Group is aware that effectively tackling the development challenges facing 
its member countries is beyond any single institution. In this regard, the IsDB continues to forge strategic 
alliance with other development partners to leverage additional development assistance to its member 
countries.  
 
I am confident that this meeting will have fruitful deliberations on the key development challenges facing 
the World today, and more importantly, will provide valuable insights into potential solutions that the 
development community could adopt to tackle these problems. With these few thoughts, I would like to 
reaffirm the IsDB’s commitment to working closely with the development community in its quest to 
providing resources for fighting poverty and generating jobs for the unemployed youths. 


