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The Islamic Development Bank (IsDB) has the pleasure and honor to participate in the 
68th Meeting of the Development Committee, which will discuss, among others, the importance 
of sound policies with adequate financing, mechanisms for enhancing the voice and participation 
of developing countries and economies in transition in the decision making process related to the 
provision of development assistance, trade and development. Obviously, these agenda items 
assume special significance for all developing countries, including IsDB member countries, as 
they are considered at the moment when we continue to address the substantive issue of 
achieving the Millennium Development Goals (MDGs) by accelerating progress towards 
education for all, combating the HIV/AIDS, tropical and communicable diseases (such as, 
Malaria, Tuberculosis, etc.) and improving access to water and sanitation. As expected, the 
agenda of our meeting also cover other equally important issues, which require further 
discussion, including the progress made in supporting the enhanced HIPC Debt Initiative and in 
harmonizing operational policies and procedures. 
 

As our member countries are expecting fruitful debate and suitable decisions from this 
epic development forum, the IsDB would like to briefly offer its view on recent economic 
performance and trends in the transfer of resources and comment on each item on the agenda, 
highlighting its current position and identifying areas for further cooperation and partnership. 
 
Recent Economic Performance and Trends in Resource Flows 
 

To begin with, IsDB member countries, like other developing countries, have benefited 
from the recovery experienced by the world economy in 2002. The global GDP growth 
recovered from 2.3 per cent in 2001 to 3.0 per cent in 2002. With this economic recovery and a 
turnaround in high-tech markets in industrial countries, world trade in goods and services 
increased in volume terms by 2.1 per cent in 2002, also recovering from a negative rate of 
growth in 2001. 
 

oncomitant with the world economy, the real GDP growth rate of IsDB member countries 
as a group increased from 3.2 per cent in 2001 to 3.9 per cent in 2002. However, although the 
overall economic performance of member countries in terms of GDP growth rate was higher than 
the growth rate of the world as a whole, it remained below the growth rate of developing 
countries. The real GDP growth rate for the developing countries as a group increased from 3.9 
per cent in 2001 to 4.2 per cent in 2002. While this recovery was driven by external demand, its 
sustainability would depend on the prospects for continuity of a global recovery, particularly for 
the IsDB member countries.       
 

Given the continued reliance of the developing countries on external resource flows to 
achieve accelerating growth and reduced poverty, the decrease in net long -term resource flows 
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to these countries continues to be an issue of concern. Net private capital inflows to developing 
countries in 2002 fell form the previous year levels. Net foreign direct investment to developing 
countries declined by nearly US$30 billion. Net debt flows to developing countries were even 
negative. Although net FDI flows varied considerably across geographical regions, the decline 
was centered in Latin America.   
 

Net resource flows to IsDB member countries increased from US$25 billion in 2000 to 
US$27 billion in 2001. Nearly half of these capital flows in 2001 went to few IsDB member 
countries. There are, however, serious concerns about the steep decline in FDI flows to the IsDB 
member countries over the past several years. In fact, the share of the IsDB member countries in 
the total FDI inflows to the developing countries decreased from around 22 percent in early 
1990s to 12 percent in 1994 and about 7 percent in 2001. Only a small number of the IsDB 
member countries are active recipient of FDI inflows. In 2001, four countries, namely Algeria 
(US$1.2 billion), Kazakhstan (US$2.8 billion), Morocco (US$2.7 billion), and Turkey (US$3.3 
billion) were the main beneficiaries of FDI. 
 

Another point of serious concern for the IsDB is the drop of official development finance 
(ODF) to member countries has declined for the third consecutive year  from US$38 billion in 
2000 to US$36 billion in 2001. As a share of aggregate resource flows to IsDB member 
countries they declined drastically from an average of 87 percent in 1990 to 61 percent in 2001. 
The IsDB understands that the concessional flows may have been restricted, especially in the 
Sub-Saharan African countries where aid remains crucial, on account of delays that have 
occurred in implementing reforms. Nevertheless, the ODF flows should urgently reach the UN 
target of 0.7 percent of donors’ GNP.  
 

The causes of the imbalance in these flows need to be thoroughly studied, and urgent 
measures need to be taken at different levels and by all stakeholders to promote the flows of such 
resources to a larger number of developing countries, including the great majority of the IsDB 
member countries.  
 

Given the vital importance of the transfer of adequate resources to its member countries 
and the various difficulties encountered in securing sufficient amounts through its traditional 
sources, the IsDB recently launched tradable bonds compatible to the principles of Islamic 
Shariah (called Sukuk) which has enabled IsDB to mobilize US$400 million from the market. 
This would enable the Bank to further enhance its financing for development projects in member 
countries.  The Bank is also continuing its financing policy towards the Least Development 
Member Countries (LDMCs) by providing interest free loans and other concessional financing.1  
This will be in line with its commitment to support appropriate development strategies in its 
member countries in order to help them achieve the Millennium Development Goals, particularly 
the target of reducing the poverty by half by 2015. 
 

                                                 
1 The LDMCs include 23 IsDB member countries, namely Afghanistan, Bangladesh, Benin, Burkina Faso, Chad, Comoros, 

Djibouti, The Gambia, Guinea, Guinea-Bissau, Maldives, Mali, Mauritania, Mozambique, Niger, Senegal, Sierra Leone, 
Somalia, Sudan, Togo, Uganda and Yemen. As a special case, the State of Palestine is also treated as an LDMC by the 
IsDB. 
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Supporting Sound Policies with Adequate and Appropriate Financing 
 

The importance of sound policies in achieving national economic goals and enhancing 
effectiveness of development assistance can hardly be over emphasized.  It is well-established 
that foreign aid has been successful in reducing poverty in countries with effective economic 
management and robust government institutions. Sound policies and institutions that closely 
correlate with economic growth and poverty reduction include: open trade, secure private 
property rights, absence of corruption, respect for the rule of law, social safety nets, and sound 
macroeconomic and financial policies.   
 

The IsDB believes that increasing financial assistance to poor countries with sound 
policies and good institutions is likely to lead to the improvement of standard of living of 
millions of the poorest people in the world. Accordingly, the Bank in its financing strategies 
gives high priority to strengthening institutions through capacity building.  The IsDB also 
supports the global efforts to promote private sector development and market reforms which 
could contribute to improving policy environment in member countries.  The success of the IsDB 
modes of financing also crucially depends on sound policies and procedures.  The Bank therefore 
fully endorses the efforts at the multilateral level to further improve soundness of policies for 
enhancing the aid effectiveness. 
  
Enhancing the Voice and Participation of Developing and Transition Countries 
 

The second major item on our agenda does not really need very detailed comment from 
our part. It is obvious that better cooperation between the World Bank and IMF is essential for 
broadening and enhancing the participation of developing and transition countries in their 
decision- making process. This enhanced participation is consistent with the current efforts for 
improving development assistance effectiveness. 
 

While the IsDB is confident of the capacity of the Bretton Woods institutions to adopt the 
necessary changes in order to strengthen the participation of their developing and transition 
countries, joint efforts are necessary to overcome differences between these institutions and other 
multilateral development banks and financial institutions. 
 

In fact, the IsDB does not really face internally this kind of issue since its membership is 
composed exclusively of developing countries and countries with economies in transition. 
 

Unlike some other regional development banks, there are no developed countries as non-
regional members in the IsDB. However, some of the issues raised under this subject are also 
relevant to the IsDB Group. These include mainly the voting structure and strength, the capacity 
for owning programs and projects financed, the level of decentralization, the degree of 
transparency, the diversity of staffing, etc. 
 

Like Bretton Wood institutions and other multilateral development institutions, the voting 
structure in IsDB is dependent on the number of shares subscribed. However, the tradition to rely 
more on consensus rather than on majority has facilitated the participation of all IsDB member 
countries in the process of decision- making both at the level of the Board of Governors and 
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Board of Executive Directors. In addition, the increase in the number of Executive Directors, the 
establishment of regional offices and the diversity in staffing have improved the participation of 
LDMCs and member countries in transition from Eastern Europe and Central Asia in the 
activities of the IsDB Group. 
 

On the other hand, this subject is relevant to the IsDB as far as the relation of its member 
countries with major international institutions is concerned. The IsDB is fully aware of the 
concerns expressed by developing countries about the weaknesses of their voice in various 
forums as well as the solutions that they have already suggested in view of improving their 
participation in the global process of decision- making. In this regard, the IsDB has already 
responded at its level by putting in place various programs aimed at enhancing the voice and 
participation of its member countries in designing the new economic, financial and trade order. 
For instance, the IsDB continues to assist its member countries in general and the LDMCs in 
particular, in strengthening their negotiation skills and institutional capacities in order to 
successfully face challenging negotiations with their partners from developed countries under 
WTO.  
 

Within the framework of its WTO-related technical assistance program, the IsDB has 
helped its member countries in coordinating their positions on major issues put before WTO 
Ministerial Conferences. In particular, it has organized several consultative meetings of OIC 
member countries in order to provide a forum for the exchange of views on agenda items of 
these conferences. 
 

The IsDB welcomes the efforts of Bretton Wood institutions in enhancing the voice and 
participation of developing and transition economies in their decision-making process and 
suggests that these efforts should be extended to cover other leading multilateral financial 
institutions as well as major international organization such as WTO. Accordingly, we stand 
ready to learn from the experience of Bretton Wood institutions and other organizations in this 
important area for our member countries.  
 
Progress on Trade 
 

Regarding trade and development, the IsDB broadly endorses the objectives and 
approach of the multilateral development financing institutions and the World Bank. Helping 
developing countries to use the multilateral system to expand trade, making greater use of the 
regional free trade arrangements, and supporting trade related reforms at the national level are 
highly desirable objectives to enable these countries to take advantage of new trade 
opportunities. Similarly, strengthening trade-related capacity building in the least developed 
countries (LDCs), and provision of greater market access by developed countries would certainly 
assist them in their global integration and poverty reduction efforts. Therefore, the IsDB 
welcomes this emphasis on issues related to trade and development and increased commitment to 
support LDCs.  
 

However, the IsDB believes that having greater market access to the developed countries 
is a matter which interests all developing countries and should not be confined to LDCs only. 
Hence some of the instruments identified in the World Bank document would be equally helpful 
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to 5 other middle-income developing countries. Similarly, most developing countries are facing 
serious problems of preparing themselves for implications of globalization on their economies.  
 

A major challenge for developing countries is to bring about necessary changes in their 
output and trade structures in order to meet enhanced competition emanating from trade 
liberalization. Their capacity to deal with the multilateral trade disputes is still very low. 
Therefore, there is a need to recognize problems related to the implementation of multilateral 
trade system and to provide adequate assistance to the developing countries to face the challenge 
of new trade regimes. The multilateral development financing institutions would be required to 
play more active role in mitigating some of the these challenges; thus, enabling developing 
countries to benefit from the emerging global trade opportunities.  Similarly, there is need to 
strongly support the developing countries' stand on agricultural subsidies by the rich industrial 
countries.  The true test of the new global trade regime would crucially depend on bringing down 
such subsidies and provide genuine market access in this area to the developing countries. 
 

For its part, the IsDB has always given a high priority in its assistance to the issue of 
promoting trade and realizing its beneficial impact on economic development in its member 
countries. At the regional level, the IsDB is currently implementing a multi-faceted 3-year trade 
promotion program designed to achieve an increase in intra-trade among its member countries by 
3 percent. At the global level, the IsDB embarked upon an extensive programme to upgrade 
institutional and human resources of its member countries so as to enable them to effectively 
participate in the multilateral trading system. Its WTO-related technical assistance programme 
covers two sets of activities: (i) those related to preparing member countries for coordinating 
their positions on major issues in the context of the WTO Ministerial Conferences as well as the 
related multilateral trade negotiations; and (ii) other technical assistance activities aimed 
primarily at national capacity building. IsDB’s Technical Assistance Programme is being 
implemented in close cooperation with WTO and UNCTAD. 
 

Furthermore, the IsDB has endeavored through its trade financing operations to increase 
trade in manufactured goods of its member countries in order to limit their vulnerability to 
commodity price shocks and also to improve their terms of trade. In this regard, the IsDB 
reiterate its support to the call of the UNCTAD X to formulate international competition policy 
in order to increase market efficiency and improve prospects of market access of relatively small 
producers of manufactured goods in international trade. In addition, the IsDB supports the 
emphasis on removing anti-development bias in trade in services and the instruments envisioned 
by the World Bank on promoting trade in services. 
 
Monitoring Policies and Actions Needed to MDGs 
 

Although the IsDB has not been directly involved in the elaboration of the conceptual 
framework for the monitoring of the essential policies and actions for achieving the MDGs and 
for assessing the status of their implementation by developing and developed countries, it agrees 
with the general approach and shares the idea of instituting a regular reporting mechanism to the 
Development Committee. In reality, the priorities for action highlighted by the Bretton Wood 
institutions in the proposed framework are already subject to a general consensus. No doubt, 
better progress on achieving the MDGs may be made possible if priority is given to accelerate 
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economic growth, enhance the capabilities of poor to participate in growth, improve the 
environment for private sector by strengthening the rule of law and infrastructure, improve the 
quality of governance and the capacity of public sector, increase the effectiveness of the delivery 
of services to poor people, provide better market access to developing countries, and improve aid 
effectiveness. 
 

While the IsDB is confident that adequate solutions will be found for resolving the 
technical issues related to the development of a monitoring and reporting framework for tracking 
implementation of agreed policies and strategies, it expresses its desire to be associated with this 
process along with all concerned stakeholders. In this context, we fully agree with the idea to 
give the leadership for monitoring work in a specific area on the basis of institutional 
comparative advantage and expertise. As one of the partner agencies, the IsDB stands ready to 
contribute in impact analysis of its developmental assistance towards achieving MDG targets 
within its available financial and human resources. Among others, the IsDB may participate in 
enhancing the statistical capacity building of its least developed member countries (LDMCs) 
through its technical and cooperation programs. 
 

In this context, the IsDB Group will also continue to distill and learn from the experience 
of Bretton Wood Institutions and other multilateral institutions in monitoring policies, actions 
and outcomes related to the achievement of MDGs. Obviously, learning from this experience is 
very useful for the IsDB, which is currently in the process of finalizing a new vision, mission and 
strategic framework and exploring ways and means for increasing the developmental impact of 
its technical and financial assistance. 
 
IsDB's Participation in the Original and Enhanced HIPC Debt Initiative 
 

The IsDB has, at the outset, supported the HIPC Debt Initiative and is fully committed to 
its broad objectives.    To date, 14 member countries have qualified to receive debt relief under 
the original and enhanced HIPC initiative.  Five other IsDB member countries are still under 
consideration to receive debt relief under the enhanced debt initiative. The cost of the initiative to 
IsDB for its fourteen eligible member countries is expected to be around US$136 million in net 
present value (NPV) terms. 
 

The IsDB Board of Executive Directors has so far specifically approved the participation 
of the Bank in the debt relief packages for 12 countries. The implementation of debt relief 
packages have already started for Benin, Burkina Faso Mauritania, Niger and Uganda, with the 
other approved countries to follow in the immediate future. 
 

 IsDB provides debt relief starting from the decision point date or on reaching the 
completion point date at the request of the member country.  The implementation at the decision 
point date is designed to provide interim debt relief.  The interim debt relief is expected to 
contribute to the country’s efforts in putting in place the measures and reforms set out in its 
Poverty Reduction Strategy Paper (PRSP) and assisting the country in meeting the conditions for 
attaining the completion point.  
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However, there are challenges in implementing the enhanced HIPC initiative to achieve 
its objectives and purpose as many HIPCs in the interim period are taking longer than anticipated 
duration to reach the completion point.  The outlook of many HIPCs has deteriorated as a result 
of the global economic downturn and the fall in commodity prices.  
 

IsDB is strongly committed to the objectives and successful implementation of the 
enhanced HIPC Debt Initiative. IsDB will deliver in full its share of debt relief to its member 
countries via rescheduling of debts and/or concessional loans with the  front-loading of debt 
relief resulting in  substantial reduction in debt servicing. The provision of additional 
concessional loans will be linked to programs identified in the Poverty Reduction Strategy Paper. 
 

IsDB remains confident that all participating creditors and donor countries will fulfill 
their obligations towards the enhanced HIPC initiative, which will assist the heavily indebted 
countries in reducing poverty and achieving economic growth and social development. 
 

In sum, although all the items in the Agenda do not address issues specifically related to 
the IsDB, they cover crucial areas of cooperation among all development partners.  We, 
therefore, hope that the deliberations of the 68th Development Committee Meeting will 
contribute to improving policy environment for increasing the development assistance and its 
effectiveness as well as reducing poverty and achieving the Millennium Development Goals 
(MDGs).  The IsDB would particularly look forward to the deliberation on trade and 
development as well as enhancing the voice and participation of developing and transition 
countries in the multilateral decision making on global development issues. 
 
 

 
******* 


