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At the outset, I would like to welcome the participation of Secretary General Ban Ki Moon and the heads 
of regional development banks in our meeting today. Indeed, this is a signal that the MDBs, as well as the 
IMF, are set to play a significantly bigger and multifarious role in the financing of the Sustainable 
Development Goals (SDGs) the global community is set to adopt at the United Nations later this year. 
And this is the right signal to send. 
 
Global Economy and the Role of the WBG 
 
I wish I could be more optimistic this spring about the global economy than when we met last fall. I am 
encouraged by the early signs of the growth picking up in Europe and Japan, which improves the short 
term outlook. However, slowed growth in emerging market economies and the prospect of a prolonged 
period of lower growth in the leading economies are a matter of concern. In order to sustain a healthy rate 
of global growth, it is all the more important that emerging market and developing country economies are 
supported to maintain strong growth. The World Bank Group and the rest of the MDB community have 
their role cut out for them, and I would urge them to keep this imperative in view in designing their 
country assistance programs. The World Bank in particular should help client countries identify and 
harness the sources of inclusive growth that also boosts employment. 
 
The Kingdom of Saudi Arabia, on its part, is contributing to growth of the global economy in a variety of 
ways, including by growing the domestic economy and supporting the growth of other economies through 
large volumes of imports, outward remittances, aid and foreign investment programs. We are pursuing a 
robust growth strategy, a key component of which is to direct large amounts of public expenditures for the 
development of infrastructure and human capital. As part of our countercyclical fiscal policy, we are 
continuing to maintain these expenditures despite the challenge caused by the steep decline in the price of 
oil. 
 
Oil Market Developments and the Role of Saudi Arabia 
 
Saudi Arabia is endowed with huge oil and gas reserves, which makes it an important player in the global 
energy markets. The Kingdom continues its role as a major supplier of energy to the world. It takes a 
long-term view of the oil market. Market fluctuations are nevertheless inevitable and the ongoing cycle of 
low oil prices is an evidence of that. However, the prevailing situation should not be considered 
permanent as both supply and demand would respond to low oil prices. The challenge would be to restore 
the supply-demand balance and reach price stability, and avoid high volatility including price spikes. On 
its part, the Kingdom remains willing to play its role in restoring market stability. But we cannot do it 
alone. The current supply side structure of the market requires cooperation of all major producers.  

 



 

Financing for Development 
 
I welcome that the WBG, regional development banks and the IMF are bracing themselves, jointly and 
individually, to enhance the role of multilateral finance in the financing of the SDGs. The paper before us 
is the result of their joint effort, which I very much appreciate. 
 
The SDGs agenda is indeed much larger and much more ambitious than their predecessor MDGs, and so 
are the corresponding financing requirements. The sustainable development agenda, however, is not 
synonymous with the climate change agenda, which is being debated in a different UN forum. In their 
support to client countries’ pursuit of the SDGs, the MDBs should not mix the two agendas, which would 
be implemented in parallel, once agreements have been reached in the UN. For the same reason, there 
should be separate accountability for climate finance and development finance. 
 
In the ultimate analysis, domestic resources will play a critical role in financing the SDGs. The MDBs 
will therefore need to support the developing countries with knowledge and policy advice on both 
domestic resource mobilization (DRM) as well as on prioritization and management of public 
expenditures. Needless to say that such policy advice will need to be differentiated based on individual 
country circumstances. In general, countries will need to design their tax policies and tax administration 
regimes keeping in mind the tax potential of the economy, as well as compliance and collection issues. 
Caution would need to be exercised that tax, subsidy and distributional policies do not hurt the poor. At 
the same time, it is important that resource-deficient countries are helped with technical assistance, 
capacity building and policy advice to improve domestic resource mobilization. These countries will 
benefit from sound advice and knowledge of successful practices elsewhere, including the G20 and 
OECD initiatives on base erosion and profit shifting, and automatic exchange of information. It needs, 
however, to be borne in mind that informal economy may be a major cause of low revenue mobilization. 
Countries may need MDBs advice on how best to “formalize” the informal economy, especially where 
the size of such economy is substantial.  
 
I urge MDBs and IMF to desist from recommending carbon taxes as a means of DRM or using arbitrarily 
determined carbon prices in economic analysis of investment projects, which could discourage MDB 
financing of high-priority and otherwise feasible development projects. The concept of carbon pricing is 
built on controversial assumptions regarding factors such as discount rates. It is a highly contentious 
issue, on which global consensus is highly unlikely in the foreseeable future. The UNFCCC is 
nevertheless the right place to debate climate change and climate finance issues. Furthermore, while 
countries may adopt policies to internalize externalities through a combination of taxation, market based 
instruments such as tradable permits, regulation and other measures on voluntary basis, there should be no 
explicit or implicit conditionality obliging them to do so as this may compromise the development 
interests of the poor.  
 
Related to this is the question of climate finance. MDBs indeed are well placed to intermediate climate 
finance but any role they assume in mobilization of such finance should be in the context of, and 
consistent with, the agreements reached in the UNFCCC. Climate finance should not be co-mingled with 
traditional development finance. 
 
In the area of energy subsidies or fossil fuel subsidies, the MDBs and IMF need to bear in mind the issues 
of energy access and affordability. Where energy subsidies are justified by these considerations, the 
MDBs’/IMF’s advice should be on better targeting rather than removal of such subsidies. It needs 
recognizing that low oil prices have already effectively reduced subsidies on energy produced from oil-
based fuels. Moreover, since all subsidies—whether in energy, agriculture or other sectors—have the 
same fiscal impact, the question of withdrawal of subsidies as a source of fiscal space should be 
considered in the broader context. 

 2 



 

 
I appreciate the paper’s acknowledgement that “benefits of sustainable development may not be sufficient 
to justify increased short-term costs”, and that, in some cases, “energy investment plans do not emphasize 
renewable energy and policymakers do not have the option of improving energy access in the country to 
capture the global climate benefit”. Yet the paper argues for policy conditionality around carbon pricing 
and energy subsidy reforms.  Given that this issue is at the heart of least-cost versus low-carbon 
development, which is critical for developing countries, I would urge IMF and the MDBs to exercise 
extreme caution in designing conditionality in the energy sector. 
 
The paper’s theme—that the discussion should move from “billions in ODA” to “trillions in investments 
of all kinds”—therefore is appropriate. However, these investments would not be a substitute for aid from 
rich countries and ODA would remain to be critical to the successful pursuit of the SDGs. Moreover, 
while the global pool of financial resources may have expanded, much of this pool comprises of pension, 
insurance and sovereign wealth funds. These are all for-profit enterprises and will invest in SDGs only to 
the extent such investment is compatible with their profit ambitions, risk appetites and investment 
policies. Caution is therefore needed about how much we can realistically rely on private investment. On 
the other hand, the advent of the Asian Infrastructure Investment Bank augurs well for development and 
adds to the resources available through the existing group of MDBs. 
 
It is well known that illicit financial flows are very substantial even though there is no systematic estimate 
of how much they add up to. It is clear, however, that such flows find safe havens abroad, and probably 
much of them in advanced economies and financial centers. Restricting cross-border movement of such 
flows in the future and restitution of the illicit wealth held abroad can thus significantly contribute to the 
resources needed to finance the SDGs. The MDBs should develop internal capacity to help countries track 
the illicit wealth held abroad and bring it back to the countries where it should legitimately belong. In 
particular, I would encourage the World Bank to strengthen and scale up the Stolen Asset Recovery 
(StAR) Initiative. 
 
Islamic Finance (IF) offers great potential to bring additionality to the resources needed for SDGs and 
infrastructure financing. I am pleased that there is a recognition among the IMF and MDBs of the 
growing importance of Islamic Finance (IF) and its rapidly growing share in financial transactions both in 
Islamic countries and global financial centers. It is now well established that IF’s asset backed and risk-
sharing features make it less risky from the perspective of lenders and investors, which in turn reduces 
systemic risks. Over the past decades, the Islamic Development Bank has accumulated a wealth of 
experience in the development and use of Islamic financing instruments. There is much to learn from this 
experience. Again, this is an area where the MDBs would benefit from strengthening their internal 
capacity, so as to gainfully diversify their resource mobilization efforts. 
 
Finally, it is gratifying that the MDBs and IMF see the value of innovation in mobilizing SDG financing, 
in particular the ambition to leverage ODA to crowd in other funding sources. In this regard, all 
possibilities should be explored, including blending of ODA resources and concessional finance with 
private or commercial finance in appropriate cases. MDBs also need to build on recent innovations such 
as exposure exchange arrangements amongst themselves and supplementing their concessional finance 
windows with borrowed funds within prudent limits. 
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