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On behalf of the Islamic Development Bank (IsDB), I would like to express our 
appreciation to the Development Committee for inviting us to attend its 75th Meeting. 
Indeed, it is a great honour for me to represent my institution in this important meeting, 
which will be discussing global economic issues including the challenges of gender and 
fragile states, and accelerating development outcomes in Africa. These issues are of 
special relevance to the Islamic Development Bank whose 56 member states include 28 
least developed countries, mostly from Africa, many of which, along with others in Asia, 
also come under the category of Fragile States.   
I will briefly highlight the economic performance of IsDB member countries, our 
position on various economic issues, and some of the major initiatives undertaken to 
address the challenges facing our member countries. 
 
I.  Economic Performance of IsDB Member Countries 
 
The world economy registered a strong growth of 5.1 percent in 2006 and is projected to 
slow down to 4.5 percent in 2007. The output growth in developing countries continued 
to remain high registering 6.5 percent in 2006 and is estimated to decline to 5.9 percent in 
2007. However, despite this strong economic growth, the unemployment rate remained 
high particularly in developing countries.  
 
In line with the global trend, the IsDB member countries as a group recorded an annual 
growth of over 5.5 percent during the period 2003-2006. Although real GDP growth in 
member countries as a group experienced a slight decline from 6.1 percent in 2005 to 5.9 
percent in 2006, it is estimated to pick up again and reach 6.1 percent in 2007. Despite 
this strong economic performance during the recent years, the average growth in IsDB 
member countries as a group is still below the average for all developing countries, and 
this gap is widening over time—it has increased from 0.5 percent in 2002 to 1.4 percent 
in 2006. The output growth in the least developed member countries of the Bank has 
indeed been quite impressive, with an annual average growth rate of 7.3 percent for the 
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period 2003-2006. Although lower than its peak level of 7.7 percent in 2004, the real 
GDP growth in the least developed member countries was 7.4 percent in 2006.  
In 2006, the IsDB member countries also continued to maintain their gross capital 
formation rate (as percentage of GDP) above 22 percent. Their fiscal balance as 
percentage of GDP improved from 1.8 percent in 2005 to 3.2 percent in 2006. In the case 
of least developed member countries, which had a fiscal balance of negative 2.3 percent 
in 2005, the deficit narrowed down to -0.03 percent in 2006. The current account balance 
of member countries (as percent of GDP) more than doubled in just two years, increasing 
form 4.7 percent in 2004 to 8.4 percent in 2005 and further to 11.1 percent in 2006. 
Similarly, the current account deficit of least developed member countries narrowed 
down from 4.8 percent in 2004 to 4.2 percent in 2005 and to 1.4 percent in 2006. The 
total external debt of IsDB member countries stood at $914.36 billion in 2006, up from 
its level of $903.77 billion in 2005. The external debt of least developed member 
countries of the Bank declined from $96.77 billion in 2005 to $93.26 billion in 2006.  
 
The global political uncertainty and its resulting impact on the energy prices pose a 
serious challenge to the stability of economic growth in developing countries, including 
those that are members of the IsDB, which are already facing the daunting challenges of 
effectively dealing with the problems of widespread poverty and low human 
development, coupled with binding resource constraints and low institutional and human 
capacity. The IsDB is also conscious of the need for these countries, especially the least 
developed member countries, to reform their economic and social policies, strengthen 
implementation capacity, and improve absorptive capacity.  
 
II. Global Monitoring Report 2007 
 
The key messages emerging from the Global Monitoring Report 2007 are indeed very 
strong and clear, and nobody can dispute these conclusions – growth is reducing poverty 
but not everywhere; women still lag behind men in education and mainstream economic 
activities; fragile states are the largest “MDG deficit” states; quality is lagging behind 
quantity with children completing primary schools without much cognitive skills; and 
scaling up of quality aid requires greater coherence among donors, developing countries, 
and international agencies. The issues posed in the document deserve serious 
consideration and, hopefully, the discussion in the Development Committee will pave the 
way for their meaningful resolution. We need to be mindful of the fact that discussions on 
these issues in this meeting will impact the lives of millions of people across the globe, 
mostly the less privileged groups. The Islamic Development Bank concurs with the 
findings of the Global Monitoring Report 2007 and is ready to cooperate and collaborate 
with other development partners in playing its role in finding suitable solutions to the 
relevant issues.   
 
The IsDB believes that while development assistance from donor community is not the 
solution to all development needs of the developing world, achievement of MDGs 
including meaningful reduction in the levels of poverty would not be possible without 
sufficient support of developed countries and multilateral donors. According to the World 
Bank estimates, in order to achieve the MDGs by 2015, the required additional aid would 
be between $40 billion to $50 billion annually. However, the additional aid, with all 
efforts for increased coordination, may not be sufficient to attain the MDGs. The 
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developing countries, including IsDB member countries, must aggressively reform their 
economic and social policies to make the additional spending effective. In this respect, 
the IsDB will continue to build synergy with the World Bank, IMF and other 
development partners to provide development aid for its middle- and low-income 
countries. However, there is a need to make this collaboration more meaningful by 
becoming an equal partner in achieving the shared goals. On the other hand, 
policymakers in developing countries also need to focus their attention on improving 
access of the poor to financial services as well as to build strong financial institutions, 
which is imperative to give opportunities and means to the poor to better their lives on 
longer-term and sustainable basis. 
 
I would like to take this opportunity to highlight some of the major initiatives, which the 
IsDB has undertaken recently. These include: setting up of a fund for poverty reduction, 
establishment of a new entity under the name of International Islamic Trade Finance 
Corporation (ITFC), and IDB Roll Back Malaria Pilot Program. The details of these are 
given in the following sections.  
 
III. Accelerating Development Outcomes in Africa 
 
The IsDB would like to express its strong support to the World Bank Group’s 
comprehensive Africa Action Plan, which forms an important part of the international 
efforts to spur development in this region. The Action Plan rightly focuses on building 
state capacity and improving governance, strengthening the drivers of growth, and 
promoting broad participation in growth and sharing its benefits. The Islamic 
Development Bank also looks with appreciation to the Plan’s comprehensive approach 
toward developing the African private sector, creating jobs, enhancing exports, 
expanding infrastructure, raising agricultural productivity, strengthening human 
development, building capacity, supporting conflict-affected countries, and increasing 
regional integration. We also commend the Plan for its results-oriented approach and 
proposals of concrete actions to ensure that increased aid will be used effectively for the 
benefit of the African countries.  

In this regard, the Islamic Development Bank would like to reaffirm its support and 
cooperation to the World Bank, as well as other development partners, such as the 
African Union, New Partnership for Africa’s Development, African Development Bank, 
African Partnership Forum, for its effective implementation of this Plan. It also goes 
without saying that the success of this Plan will depend crucially on the African 
countries’ commitment to foster responsible public spending, improve market 
competitiveness, increase social service delivery, financial sector reform, improve 
governance, and work strenuously on all the important areas which have been called for 
by the Plan. 
Poverty alleviation is one of the strategic objectives of the Islamic Development Bank. 
Given the fact that the majority of the poor are illiterate, low-skilled, and unemployed, 
generally malnourished, lacking access to health care, safe water and sanitation and 
ranking very low on other human development indices, the IsDB included human 
development, agriculture sector, and infrastructure development among its priority areas 
as the main enablers for poverty alleviation. It is envisaged that these sectors combined 
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will account for more than two-thirds of total IsDB Group financing over the period of 
the Strategic Plan (1426H-1430H/ 2005-2009). 
 
The Third Extraordinary Session of the OIC Summit held in Makkah, Saudi Arabia, on 7-
8 December 2005, underlined the importance of cooperation in the fields of poverty 
alleviation, capacity building, elimination of illiteracy, and eradication of diseases and 
epidemics such as AIDS, Malaria and Tuberculosis and the need to mobilize the 
necessary resources to this end by establishing a special fund within the IsDB. The 
Conference mandated the IsDB Board of Governors to implement this proposal.  
 
After necessary preparatory work and consultations with member countries, the IsDB will 
establish a fund for poverty reduction. The capital of the Fund is targeted to be US$10 
billion in the form of a Trust. It is hoped that with this size, the Fund will enable the IsDB 
to contribute significantly to the development and poverty needs of its member countries. 
The Fund will provide financing on highly concessionary terms, while, its status as a 
Trust, is envisaged to ensure its sustainability. It will give highest priority to employment 
and income-generation activities that will have immediate impact on the lives of the poor 
in Sub-Saharan Africa and other least developed OIC member states. The Fund will also 
focus on investments in social sectors, particularly health and education. In doing so, it 
will accord special priority to women issues and fighting of infectious diseases as major 
areas in reducing poverty in member countries.  
 
To demonstrate their commitment to the Fund, member countries have already started to 
make their voluntary contributions. Notwithstanding this substantial increase in 
resources, the IsDB recognizes that it cannot tackle the problem of poverty in its member 
countries single-handedly and will be looking forward to collaboration with development 
partners and recipient countries alike. 
 
In this regard, I am gratified to say that the objectives of this Fund and the manner, in 
which it will be implemented, come in line with World Bank Group’s Action Plan for 
Africa. They share the common objective to fight poverty at the country and regional 
levels and supporting country-led efforts to achieve results, build stronger internal 
capacities, and encourage partnerships to achieve this goal. They both emphasize the 
important role of the private sector, expanded exports, infrastructure investment, 
increased agricultural productivity, as well as investments in education, health, and 
access to economic opportunity for the poor. They also put emphasis on increased 
productivity and enhancing growth, infrastructure development, and improvements in 
governance as the sine qua non for poverty reduction in this region. There is therefore an 
ample scope for our two institutions to cooperate with each other to work within the 
frameworks of these two important initiatives for the benefit of the African countries. 
 
Cognizant of the fact that Malaria continues to be the major cause of illness and death in 
many developing countries in the world, of which a large majority are IsDB members, the 
Bank has developed a Quick-Win Roll Back Malaria Pilot Programme. This Programme 
will be implemented over the period of two years in selected IsDB member countries and 
is expected to contribute to the achievement of several MDGs. The specific objectives to 
be achieved by 2010 are to increase: (i) the proportion of children under five years 
regularly sleeping under Insecticide Treated Nets by 50%; (ii) the proportion of pregnant 
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women regularly sleeping under insecticide treated nets by 50%; (iii) to reduce the 
malaria case fatality rate (CFR) at health facility level below 2%; (iv) the proportion of 
the population at risk of malaria who receive effective treatment for malaria within 24 
hours of the onset of symptoms to 80%; (v) the coverage of households receiving targeted 
Indoor Residual Spraying (IRS) at least once a year in epidemic prone area by 80%; and 
(vi) the  proportion of pregnant women  receiving two doses of Intermittent Presumptive 
Treatment (IPT).  
 
I would also like to mention that in October 2002 the IsDB Board of Governors at its 
Annual Meeting held in Ouagadougou, Burkina Faso, adopted the Ouagadougou 
Declaration in support of the NEPAD initiative, under which the IsDB Group committed 
$2 billion for financing projects in key sectors in African least developed member 
countries over a period of five years. The objective of this intervention is to accelerate 
economic growth and contribute to fighting poverty in these countries. During the last 
four years, the IsDB Group has approved $1.66 billion of development assistance to 
African least developed member countries under this programme, which represents 83 
percent of the total programme allocation. Of this amount, $1.17 billion was for project 
financing and $0.49 billion for trade financing.  
 
IV. Establishment of International Islamic Trade Finance Corporation (ITFC)  
 
The Islamic Development Bank was the first multilateral development financing 
institution, which started trade financing as a tool for promoting economic development 
in the member countries during the initial years of its establishment. Trade financing 
operations gained importance over time and outpaced the growth in project financing and 
technical assistance operations of the Bank. Up to the end of 1427H (January 2006), the 
total trade finance operations of the Bank had reached US$27.2 billion. During the recent 
years the IsDB realized that in view of their growing importance, the trade financing 
operations need to be separated from the ordinary operations of the Bank and that a 
separate entity needs to be established for this purpose. In May 2006, the IsDB Board of 
Governors approved the establishment of a new entity within the IsDB Group under the 
name of International Islamic Trade Finance Corporation (ITFC). The Board also 
approved the Articles of Agreement of ITFC. Forty-seven member countries and 8 
financial institutions signed these Articles of Agreement, and 29 of these signatories have 
concluded the ratification process. The First General Assembly of the ITFC was held in 
Jeddah on 24 February 2007. 
 
The principal objective of ITFC is to supplement the activities of the IsDB by providing 
trade finance and promoting trade in member countries, and in particular by: (a) 
promoting and financing intra-trade among member countries (b) furthering the 
development impact of trade financing in member countries (c) enhancing the export 
capabilities of member countries. All trade financing operations performed by the various 
windows will be conducted under the ITFC. The establishment of ITFC with its own 
capital structure will enable the IsDB to focus more on development projects in member 
countries.  
 



 

 6

V. Trends in Official Development Assistance 
 
The IsDB is pleased to note that the total official development assistance (ODA) from 22 
Development Assistance Committee (DAC) members rose by 32% (from $79.41 billion 
in 2004 to $106.8 billion in 2005), which represents 0.33% of members’ combined gross 
national income in 2005, up from 0.26% in 2004, and the highest ratio since 1992. This 
assistance is, however, still far away from achieving the target of 0.7% set by the UN 
more than 30 years ago. 
 
The IsDB is also pleased to note that the level of ODA commitments to its 56 member 
countries increased from $37.5 billion in 2004 to $55.3 billion in 2005, which represents 
a 47.2% increase, a significant improvement over the negative 2.1% growth from 2003 to 
2004.  
 
In addition to ODA, the other major sources of resource flows to developing countries are 
Foreign Direct Investment (FDI) and workers’ remittances. Remittance flows to 41 IsDB 
member countries, for which the latest data is available, almost doubled from $18.7 
billion in 1990 to $37.8 billion in 2004, which constitute almost a quarter of total 
remittance flows to all developing countries. Although the relative importance of 
remittance flows in relation to ODA flows to member countries is declining, it stood at 
140 percent of ODA flows in 2004. An important aspect of remittance flows is its 
significant poverty alleviation impact on the recipient poorest households.  
 
Keeping in view the key role played by foreign direct investment (FDI) in raising 
economic growth and underpinning export competitiveness, the IsDB through its 
financing operations also tries to promote intra-investment among member countries. The 
share of IsDB member countries in global FDI flows was less than 1 percent in 2000, 
which rose to 7.5 percent in 2005. FDI flows to all member countries increased from 
$11.7 billion in 2000 to $69.1 billion in 2005. 
 
There are many factors responsible for the current upsurge in FDI flows to member 
countries. These include macroeconomic factors such as higher economic growth, rising 
exports, and increased business and investment confidence; microeconomic factors such 
as improving corporate profitability, favorable financing conditions, increasing stock 
market valuations, and fast rising commodity prices) and institutional factors like 
enhancing process of privatization, and liberalizing of FDI in real estate sector). 
 
As mentioned earlier, the IsDB believes that while the developing countries need 
increased development assistance, aid alone would not be sufficient to attain the MDGs, 
and that these countries, including IsDB member countries, must aggressively reform 
their economic and social policies, strengthen implementation capacity, and improve 
absorptive capacity to make the additional spending effective. The IsDB would fully 
support the World Bank and other sister institutions in their efforts towards assisting 
these countries in achieving the shared goals.  
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VI. Clean Energy for Development Investment Framework: The World Bank 
Group Action Plan 

 
The World Bank paper on Clean Energy for Development Investment Framework: The 
World Bank Group Action Plan builds on the earlier papers on this subject that were 
presented at the previous two meetings of the Development Committee. It updates the 
work undertaken on the investment framework and discusses the World Bank Group 
Action Plan and the need for partnership. It underlines the key conclusion of the 
September Report that a significant increase in funding is needed if meaningful progress 
is to be made in the three pillars (energy for development and its access to the poor, low 
carbon emissions, and adaptation to climatic change and variability). On the financing 
issue, the IsDB would like to reiterate its commitment to continue funding the energy 
projects. On the whole, energy financing at the IsDB Group level is around 7 percent of 
the cumulative net approvals. To support energy-related operations in its member 
countries, the IsDB Group focuses on R&D of clean energy alternatives, development of 
new refinery capacities as a means of alleviating the adverse effects of rising global 
energy prices, and strategic alliances in the area of energy security with member 
countries particularly those depending on oil imports.  
 
The IsDB has been involved in the development of energy sector since its inception. Its 
first project in 1976 was a hydropower project in Cameroon followed by a number of 
projects in power generation, transmission, and distribution in other member countries. 
Two of the recent examples are the Agcabadi-Barda power line and Agcabadi high-
voltage substation, both in Azerbaijan, co-financed with the European Bank for 
Reconstruction and Development (EBRD). On the advocacy aspect, in 2005, the IsDB 
organized a Roundtable with MDBs and regional donors to discuss the financing package 
of two major dams (in Mali and Niger). The IsDB is actively pursuing to implement the 
Clean Development Mechanism in its project financing. It is also considering to launch a 
private equity “Kyoto Enhanced Energy Fund”, as most of IsDB member countries 
categorized as Annex-1 countries (non-polluters) and will benefit from free capital 
injection for development projects, boosting their FDI inflows. This fund will be neither a 
debt nor an aid.  
 
The benefits of implementing small and medium-scale energy-related projects are 
enormous. For example, solar mini-hydro electric or wind generated electricity can be 
made available to far-flung, often isolated rural communities at much lower costs than 
linking them to the national grids. 
 
VII. Fiscal Policy for Growth and Development: Further Analysis and Lessons 

from Country Case Studies  
 
The IsDB would like to compliment the World Bank for preparing a report, based on 
solid research, providing useful analysis on fiscal policy for growth and development and 
lessons from 12 country case studies. It is important to note that five out of these 12 
countries are IsDB members (Cameroon, Morocco, Tajikistan, Turkey, and Uganda). 
These five countries have benefited directly from the exercise and for this the IsDB 
would like to thank the World Bank. 
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The target date of the U.N. Millennium Declaration is nine years away and most 
developing countries have realized that they need to scale-up their development programs 
to enable them to achieve the already committed Millennium Development Goals 
(MDGs). As economic growth is an important and necessary condition to achieve the 
MDGs, the report provides a timely input to guide decision makers on how to use various 
instruments of fiscal policy to support growth and development and at the same time 
maintain stability. The IsDB concurs with the view that the constraints in the public 
sector outputs and the appropriate fiscal instruments to use are highly country and 
context-specific. It is obvious that countries at different stages of development have 
different needs and face different constraints, and these should be clearly identified and 
reflected in the design of fiscal policy. The report aptly indicates that in some countries, 
improved efficiency in existing public spending or shifts in the composition of public 
expenditure would be sufficient to address the constraints, but in others it may be 
necessary to increase the level of expenditure via revenue, aid and borrowing. In case a 
higher level of spending is taken as means to address the constraints of economic growth, 
then there would be trade-off in terms of other policy goals, such as stability and MDGs, 
hence some adjustments of the policy goals may be necessary. 
 
In terms of development financing, the IsDB particularly notes an important implication 
stated in the report, namely the need for the development partners to extend the time 
horizon for high aid flows for some countries. The IsDB fully supports this conclusion 
and is ready to collaborate with other development partners in implementing it. 
 
VIII. Governance and Anticorruption  
 
Good governance is critical in order to foster economic growth, reduce levels of poverty 
and increase confidence in the state and its administrative mechanisms. Corruption on the 
other hand, which is an outcome of poor governance, is one of the obstacles to economic 
and social development.  It distorts the rule of law and weakens the institutional 
foundation on which economic growth rests. Marginalized communities are the worst 
affected by the harmful effects of corruption. They tend to bear the brunt of economic 
decline, are most reliant on the provision of public services, and are least capable of 
paying the extra costs associated with corruption. 
 
It is therefore critical that one does not lose sight of the fact that the focus on governance 
and anticorruption is an integral part of any poverty reduction strategy, and is key in 
assisting countries in achieving their Millennium Development Goals (MDGs). Hence it 
is the interest of all development institutions and MDBs in particular to address this vital 
issue in order to ensure higher levels of success in their endeavours across the globe.  
 
In this regard, the efforts by the World Bank, and its report on strengthening its 
engagement on governance and anticorruption are highly appreciated. Of particular 
importance is the recognition that there is no “one size fits all” solution, but that there is a 
need for a “consistent approach towards operational decisions across countries”, with a 
focus on strengthening as opposed to by passing existing country systems. A holistic 
coordinated approach between the different multilateral, regional and donor institutions 
will ensure a coherent and harmonized approach in tackling a key obstacle to growth and 
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development. This approach is consistent with the discussions in the 74th meeting of the 
Development Committee held in September 2006. 
 
The IsDB President in his 2006 address to the Thirty-First Annual Meeting of the IsDB 
Board of Governors in Kuwait reiterated that “The mission of IsDB is to promote 
comprehensive human development, with a focus on the priority areas of alleviating 
poverty, improving health, promoting education, improving governance and prospering 
the people. This is a cause like no other. IsDB is privileged to be entrusted with the 
responsibility.”  
 
The commitment of the IsDB in fostering good governance and anticorruption is evident 
from its efforts over the years. The IsDB has played a proactive role in strengthening the 
workings of various Islamic standard setting bodies and infrastructure institutions. During 
2005/2006 the IsDB established two dialogue platforms: the Islamic Financial Sector 
Development (IFSD) Forum, and IFSD Working Group. In addition, the IsDB 
participated in various technical committees of the Islamic Financial Services Board 
(IFSB) towards the development of (a) Corporate Governance Guidelines; (b) Task Force 
on Money Market; (c) Principles of Disclosure and Transparency; and (d) Prudential 
Financial Statistics for Islamic Financial Institutions. Of these, the Corporate Governance 
Guidelines were finalized and adopted during 2006, while the work on the other three is 
in progress.  
 
In light of the above, the IsDB would like to commend and support the efforts of the 
World Bank in strengthening governance and enhancing anticorruption efforts globally. 
 
With these words, I wish the 75th meeting of the Development Committee every success. 
 


