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On behalf of the Islamic Development Bank 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 83rd meeting of the Development Committee. This year’s meeting of the Development 
Committee is taking place at a period when the world economy is recovering from the worst economic 
recession of 2009. Although the pace of recovery is somewhat slow, fragile, uneven and laced with risks, 
the global economy in real term, and trade activities have both rebounded, with noticeable improvement 
in the financial markets. However, two major concerns related to economic recovery need to be addressed 
collectively such as increasing the level of debt and rebalancing the economies of advanced and 
developing countries.  

Concerns over Global Recovery  

Due to the unprecedented global responses to the financial and economic crisis, the year 2010 marked the 
recovery of global economy which recorded a growth of 5.0 percent compared with negative growth of 
0.6 percent in 2009. The advanced economies rebounded with a growth of 3.0 percent in 2010 from a 
contraction of 3.4 percent in 2009. The emerging and developing economies which are leading the 
recovery, achieved 7.1 percent growth in 2010; nearly three times their growth rate of 2.6 percent in 2009.  
However, sustaining this momentum is a major concern, in the face of associated uncertainties facing 
advanced economies such as fiscal distress, macroeconomic imbalances, worsening real estate markets, 
low credit growth, sluggish private sector development, high rate of unemployment, and inadequate 
policy responses.  

In consistence with the global economic recovery, the 56 IDB member countries (as a group) recorded a 
significant growth of 5.3 percent in 2010 compared to 2.0 percent in 2009. Similarly, the current account 
surplus also improved from 2.5 percent of GDP in 2009 to 2.9 percent of GDP in 2010.   

Addressing the economic and financial challenges through bold and collective policy actions is critical for 
consolidation of economic recovery. In this delicate environment, advanced economies face difficult 
policy choices to strike a balance between the imperative of fiscal consolidation and the need to support a 
sustainable recovery and growth. For emerging and developing economies, the road to sustained recovery 
is overshadowed by a number of key concerns, which are the following. 
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First, the recent surge in capital inflows to emerging and developing countries is posing serious 
challenges to growth and stability, especially in the form of currency appreciation and risk of domestic 
credit and asset price bubbles. These challenges are closely related to the financial weaknesses and policy 
stances in developed countries. Large capital flows to developing countries picked up in 2010, in part 
because persistent low interest rates in certain high-income countries led investors to seek higher yield in 
developing countries. Net international equity and bond flows to developing countries also rose sharply 
by 42% and 30%, respectively. Overall the capital flows trend is a positive development, but, unless such 
flows are well managed, they can destabilize movements in exchange rates, commodity prices, and asset-
prices.  

Second, commodity price volatility, especially food prices, constitutes another risk to recovery in 
developing countries. Recent disappointing agricultural crop news and energy price hike, are  causing real 
food prices in developing countries to rise substantially—potentially cutting into the meager budgets of 
poor families in low income countries. According to the Global Hunger Index (2010), twenty-nine 
developing countries still have levels of hunger that are “extremely alarming” or “alarming.” In addition, 
the recent turmoil in the MENA region will likely increase pressure on formal and informal social 
protection mechanisms and may also affect poverty and social balance. The developing countries, 
including IDB member countries need to develop and improve the policies of targeting the most needy 
people to mitigate the impact of social and economic turmoil.   

Third, unemployment remains a major concern both at national and global levels. There is a significant 
risk that the job crisis will have long-lasting negative social and economic implications. In this context, 
two things are clear: (i) the high unemployment rate, particularly youth unemployment is a problem that 
affects virtually all countries of the world and; (ii) the policies followed in response to economic 
recession have not been effective in addressing the problem of unemployment. Therefore, developing 
countries need to re-orient their growth strategies to place employment and social protection at the centre 
of global economic recovery, which may require them to focus on: (i) maintaining investments in 
infrastructure; (ii) supporting small and medium-size enterprises and microfinance and; (iii) enhancing 
social safety net programs to protect the most vulnerable. 

The role of global development community in assisting developing countries to build comprehensive 
National Social Protection program is imperative. This is required to enhance the resilience of vulnerable 
people to internal and external shocks. By doing so, these countries will be able to: (i) ensure linkages 
between social progress and economic development; (ii) devote priority attention to protecting and 
increasing employment through sustainable enterprises, quality public services and build adequate social 
protection for all; and (iii) increase equal access and opportunities for skills development, quality training 
and education. 

Fourth, climate change is another key challenge facing the world today and will remain on the top of the 
global development agenda for many years. Climate change needs to be seen not only as an 
environmental concern but as a growing threat to sustainable development and poverty reduction in the 
long-term. The MDGs will not be achieved if climate change and environmental degradation are not 
tackled effectively. According to the Stern Report (2007), if the world does not act, the overall costs and 
risks of climate change will be equivalent to losing at least 5 percent of global GDP each year. Therefore, 
it is imperative for the global development community to work closely with developing countries, 
especially low-income countries, to assist them in their national efforts to climate-proof MDGs, through 
the formulation and implementation of effective national adaptation programs, including water and food 
security and disaster risk management. On the mitigation front, they need to mainly focus on (i) 
improving energy efficiency; and (ii) clean energy development such as hydropower, solar energy, and 
wind power.  
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Fifth, availability of sufficient resources to developing countries with limited fiscal space and large 
development needs, including resources for achieving MDGs is another key challenge. Despite the fact 
that the amount of Official Development Assistance (ODA) from Development Assistance Committee 
(DAC) members to developing countries increased marginally from 0.27 percent of combined gross 
national income (GNI) in 2007 to 0.3 percent of their GNI in 2009, it still remains far short of the United 
Nations target of 0.7 percent of GNI. Failure to fulfill these commitments will not only impede further 
progress towards the MDGs, but could jeopardize gains already made. The ability of countries to mobilize 
domestic resources for development is also in jeopardy. The decline in economic activities has reduced 
government revenues. Most governments in developing countries will not be able to make up the shortfall 
in their budgets by borrowing domestically or internationally. This will likely lead to lower public 
spending on social services, thus affecting progress on MDGs as well.  

Global Development Agenda  

Given the fact that, downside risks remain of great concern, the G20 has focused on “collaborative and 
collective policy actions” to sustain the recovery and achieve the objectives of strong and sustainable 
balanced growth. Accordingly, the Seoul Development Consensus for Shared Growth highlighted the 
G20 members’ commitment to working more closely with other developing countries with a view to 
helping to build capacity and maximize growth potential. In this context, the G20 designed a Multi-year 
Global Development Agenda (GDA) assigning responsibilities to key stakeholders of global development 
anchored on nine key pillars for achieving strong growth and resilience at the global level1.  

The Islamic Development Bank actively participated in the process of developing the global development 
agenda and, in alignment with the key recommendations of the GDA, has contributed to G20 action plan. 
The recommendations are in conformity with the medium-term strategic operational plan of the IDB 
Group. We believe that coordinated efforts are underway to ensure that developing countries become 
more important on the global arena. In this context, the shifting balance of economic power in the world 
requires significant improvements in the business and investment climate in developing countries. I 
suggest that G20 should add another important pillar in the GDA entitled “Mainstreaming Islamic 
Finance and Resource Mobilization” as an alternative financial mechanism to support robust economic 
growth in the world. 

Mainstreaming Islamic Finance and Mobilizing Resources 

We believe that Islamic banks contributed to financial and economic stability during the global financial 
crisis of 2008, at the time when the failure of other financial institutions was reaching its peak. Islamic 
finance requires financial transactions to be supported by real economic activity and shielded from over-
leveraging. During the recent crisis, growth in Islamic bank assets and financing doubled with a 
remarkable performance compared to conventional financial institutions.  

Let me reaffirm here that the IDB Group is ready to play a leading role in assisting G20 to develop an 
action plan to mainstream Islamic finance into the global financial system. I am confident that partnering 
with IDB in this regard will lead to achieving key priority areas: (i) strengthening infrastructure building 
blocks of the Islamic financial services industry to further enhance the industry’s resilience; (ii) 
accelerating the implementation of Shariah and prudential standards and rules to facilitate the creation of 
a more stable, efficient, and internationally integrated Islamic financial services industry; and 

                                                 
1 The nine pillars are (i) infrastructure, (ii) human resource development, (iii) aid for trade, (iv) private investment and job 

creation, (v) food security, (vi) growth with resilience, (vii) financial inclusion, (viii) domestic resource mobilization and 
(ix) knowledge sharing. 
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 (iii) creating a common platform for the regulators of the Islamic financial services industry to enhance 
constructive dialogue. 

IDB Group Response to Economic Recovery 

Given the development financing needs of member countries and expanded mandates of MDBs arising 
directly from the global economic crisis, the IDB Group has been very active in generating and 
implementing new initiatives to mitigate the adverse impact of food, fuel and financial crises. Let me 
share some of the new initiatives with you. 

 The IDB increased its financing of development projects in member countries by 37 percent in 
2010 over 2008, targeting projects in key sectors of the economies of member countries, 
including infrastructure projects to spur growth of the economies of member countries. 

 The IDB embarked on issuance of Sukuks (Islamic bonds) to raise additional resources that 
enable the implementation of critical development projects in assisting member countries to 
cushion the effects of the crisis. The Sukuk market as an important source of financing for large 
scale investment projects has played a key role in facilitating the economic development process. 
Apart from mobilizing medium-term resources through Sukuk, the Bank has developed a ‘reverse 
murabaha’ arrangement for mobilisation of short-term funds from the financial market. This 
Shariah-compliant arrangement facilitates management of IDB’s short-term liquidity.  

 In recognition of the essence of infrastructure development in stimulating growth to strengthen 
resilience to global shocks, the Bank launched the IDB Infrastructure Fund-II, with target size of 
$1.5 billion to operate as Private Equity Fund. In addition, the Bank approved $2.9 billion 
infrastructure financing in 2010 for development of electricity generation and transmission, 
transportation, water and sanitation infrastructure to catalyze the economic growth in its member 
countries. 

 The Bank continues the implementation of Jeddah Declaration which was launched in 2008 with 
a financing package of $1.5 billion over a period of five years aimed at supporting the member 
countries affected by the global food crisis to strengthen their food security and agricultural 
sector.   

 Given that the Least Developed Member Countries (LDMCs) were more vulnerable to the effects 
of the global recession, the IDB reinvigorated the implementation of existing programmes that 
target the LDMCs.  One of such programmes is the Special Programme for the Development of 
Africa, a five-year programme spanning 2008–2012 with an allocation of $4 billion to contribute 
effectively to poverty reduction and promoting sustainable economic growth in African member 
countries. Second is the Islamic Solidarity Fund for Development with a target capital of $10 
billion, a special fund dedicated to the implementation of poverty reduction related projects in 
needy member countries.   

 The IDB Group has launched new initiative called the Member Country Partnership Strategy 
(MCPS) aimed at achieving alignment between the Group’s Strategic thrusts and the member 
countries’ development needs and priorities. Through the MCPS framework, the IDB Group, in 
close consultation with the governments of member countries, development partners, and other 
key stakeholders develop mutually agreed strategy to address development challenges.      
 



 

 5

Finally, let me to stress here that the IDB is following with keen interest the ongoing developments in its 
member countries, particularly the issues relating to unemployment. Accordingly, the Bank, recently, 
approved $250 million additional fund to address unemployment in selected member countries. The 
assistance is designed mainly to reduce poverty and create job opportunities through training programs 
that meet demands of the job market, bolster micro-finance and vocational training and provide small- 
and medium-size enterprises with lines of financing. 

CONCLUDING REMARKS 

Let me reiterate that the IDB Group will intensify its support to critical sectors for achieving high 
multiplier impact on the economies of member countries in alignment with their development priorities. It 
will also intensify efforts to promote the mainstreaming of Islamic Finance into the financial systems to 
enhance productive financial intermediation for engendering sustainable and inclusive growth.  

The IDB is aware that effectively tackling the development challenges facing its member countries is 
beyond any single institution. In this regard, the IDB 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 IDB’s commitment to working closely with the development community in its quest to 
providing resources for fighting poverty and generating job opportunities. 
 
 


