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The Islamic Development Bank (IsDB) Group is pleased to participate in the 85
th
 meeting of the 

Development Committee which is an important platform for discussing global development issues and 

finding collective measures to tackle them.  

 

Global Economic Developments 

 

This year‟s Development Committee meeting is taking place at a time when the global economy is facing 

multiple challenges. The past year has been challenging largely due to the sovereign debt overhang in 

some Eurozone countries and the subdued economic recovery in the United States; the continued impact 

of Japan earthquake; and the social unrest in some countries in the Arab region. These multiple adverse 

developments around the globe have impacted international commodities markets, heightened volatility of 

international currencies and increased uncertainties in consumers‟ and investors‟ confidence.  

 

The global economic recovery that was evident a year ago is now fragile. Although, recovery is 

anticipated in the major advanced economies, it is expected to be weak. Economic growth in emerging 

and developing economies is expected to slowdown mainly through trade channel as a result of 

contraction in aggregate demand in advanced economies. Overall, it is projected that global growth will 

decelerate from about 4 percent in 2011 to around 3.5 percent in 2012. Growth in advanced economies is 

expected to drop from 1.6 percent to 1.4 percent and in emerging and developing economies from 6.2 

percent to 5.7 percent during the same period. In line with these trends, economic growth in the 56 IsDB 

member countries is expected to slowdown from 4.9 percent in 2011 to 4.4 percent in 2012.  

 

Recent global events have highlighted the need to urgently mainstream distributional policies in order to 

achieve equitable sharing of the growth and development outcomes. Attention must, therefore, focus on 

ensuring that economic growth is pro-poor, inclusive and sustainable.  

 

Prospects of IsDB Member Countries 

 

The fragility of global economic developments will impact IsDB member countries mainly through the 

trade channel, remittances and FDI flows. The economic recovery prospect for IsDB member countries 

hinges on the revival of these three major transmission channels. In this context, the outlook of the global 

economy is clouded by the fact that it will be difficult to recreate the consumption boom in advanced 
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economies prior to the financial and economic crisis in 2008 and 2009 that had spurred high growth in 

emerging and developing countries.  

 

Consequently, the prospects of economic acceleration in IsDB member countries are uncertain. Given that 

several IsDB member countries are highly vulnerable to the incidence of poverty from the economic 

slowdown, the potential favorable benefit from offsetting growth in domestic demand is likely to be 

limited. Hence, many developing countries, including IsDB member countries, face prospects of 

increasing incidence of poverty as well as challenges in adequate resource mobilization to address multi-

faceted development issues. The volatility of international commodity prices and the reliance of many 

IsDB member countries on commodity exports are even more likely to constrict the fiscal resources for 

the provision of social safety nets for the most vulnerable poor in many member countries.  

 

IsDB member countries will have to intensify institutional and human capital to foster long-term inclusive 

and sustainable growth. Member countries will need to diversify their economic activities based on strong 

linkages between domestic production and consumption and market expansion through fostering regional 

integration. In this context, re-balancing factor intensity in production activities, away from capital- to 

labor-intensive activities, will hold the key for employment generation accompanied by sustainable 

economic growth. This will require robust efforts to addressing a variety of supply-side constraints to 

growth and development of SMEs sector. Going forward and given the demographic or youth bulge, 

developing countries cannot simply afford another lost decade of jobless growth.  

 

IsDB Group Response 

 

In line with its south-south orientation, IsDB Group will further intensify its catalytic role in fostering 

south-south cooperation as the cornerstone of regional and inter-regional economic cooperation for 

achieving mutually reinforcing inclusive growth. This will assist member countries to mitigate risks in the 

context of changing global economic landscape. As part of its continuing efforts, IsDB Group is assisting 

member countries to deal with the aftermath of 2009 global financial crisis by targeting the most critical 

binding constraints to inclusive economic growth and development.  

 

During the crisis period from 2009 to 2011, IsDB Group provided countercyclical development 

assistance. Total financing approved by IsDB Group increased significantly from $6.8 billion in 2009 to 

$8.3 billion in 2011, which represents a growth of 22 percent. In fact, the front-loading of IsDB Group 

development assistance during the crisis period is attested by the fact that the disbursements rose by an 

annual average of 13 percent cumulating to about $13 billion.  

 

IsDB Group countercyclical development assistance to member countries was mostly targeted to provide 

short-term trade financing and longer-term support for infrastructure sector, particularly in key areas such 

as energy, transportation and water. Clearly, the task of supporting inclusive economic development is 

beyond the financial capability of any single multilateral development financing institution.  

 

A key strategic plank of IsDB Group is to foster development cooperation with regional and multilateral 

development financing institutions. For instance, in 2011, IsDB co-financed 21 operations in 16 member 

countries with a total cost of around $7.9 billion, with the IsDB accounting for about $1.5 billion (19 

percent), while MDBs and the Arab Coordination Group contributed $2.1 billion and $1.4 billion, 

respectively, and country-level counterpart resources accounted for the balance. Therefore, for IsDB 

Group, strategic cooperation with other development partners is important for leveraging resources and 

optimizing developmental impact in member countries.  
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Safety Nets Work: During Crisis and Prosperity 

 

In today‟s world, citizens are demanding fundamental rights to live decently and equitable opportunities 

for gainful employment. Stakeholders in the development community need to identify those policy gaps 

that hamper inclusive growth and development strategies from being adopted. A less than forceful 

implementation of inclusive development strategies has resulted in low-income groups not being able to 

fully reaping the benefits of economic growth and globalization.  

 

The importance of embedding inclusiveness is recognized in IsDB Vision 1440H (2020G), which 

identifies nine key strategic thrust areas including “prosper the people”, which is to be supported by 

pursuing “prosperity that seeks to support and stimulate …wealth creation that is, as much as possible, 

equitably shared”. On the occasion of the Annual Meeting of the Board of Governors, IsDB organized 

23
rd 

Annual Symposium, which was held in Khartoum, Sudan on 3April 2012 to “Fostering Inclusive 

Development in IsDB Member Countries”. A key insight of the Symposium was that achieving 

inclusive development requires a strong commitment to reform socio-economic systems, institutions and 

governments. In addition, the participation of all stakeholders including the private sector, civil society 

and donor community is important for articulating a shared agenda and strategies for social inclusion and 

cohesion. However, within the polity, the role of governments is critical in leading the process, with the 

development partners, playing at best a catalytic and facilitator role.  

 

Building safety nets is a critical element of inclusive development agenda. Development community 

needs to work with developing countries in creating a social safety nets framework for those segments of 

society that are vulnerable to economic shocks or lack relevant human capital to productively participate 

in economic activities. Recent World Bank data presents a highly alarming picture – at least 60 percent of 

population in developing countries, and about 80 percent of population in low-income countries, lack 

effective safety nets coverage.  

 

In many developing countries, the limited or almost non-existent budgetary resources for building or 

strengthening existing social safety nets are well known. Therefore, it is important to consider out of box 

approaches whereby new partnerships are forged and resources mobilized in order to systematically begin 

addressing the enormous task of building sustainable social safety nets, particularly in low-income 

developing countries. Private philanthropists and charity organizations have been typically at the forefront 

of providing a variety of safety nets support to the most vulnerable groups. In fact, Muslims are 

religiously mandated to perform charitable deeds through Zakat (it is obligatory upon all Muslims to give 

2.5% of wealth and assets each year aimed at addressing immediate needs of the poor), and Awqaf (Waqf, 

plural of Awqaf, is a voluntary transfer, mostly permanent and  irrevocable, of a portion of one‟s movable 

or immovable assets or wealth assigned for social services for the community through charitable trusts). A 

global compact between philanthropic / religious institutions and the development community, including 

the multilateral development institutions, is more likely to lead improved social safety nets structures and 

developmental impact, augment resources and enhanced transparency.  

 

Innovations in Leveraging the Private Sector for Development 

 

The private sector is the engine of innovation, investment and essential for attaining sustainable and 

inclusive growth. In order to attain the broader goal of leveraging the private sector for development, 

IsDB undertakes private sector operations/ activities through both the Bank as well as the specialized 

independent private sector affiliates. The most important include activities by the Islamic Corporation for 

the Development of the Private Sector (ICD), which provided a variety of financial products with an 

amount of $1.7 billion to both private and public companies. A trade financing entity of IsDB namely 

International Islamic Trade Finance Corporation (ITFC) established in 2005, provided $11.1 billion 

aiming at promoting trade and improving competitiveness of the private sector in member countries. IsDB 
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has also undertaken significant efforts to support PPP-based operations to achieve the objective of 

sustainable development. Currently, PPP operations stand at $3.2 billion. The Islamic Corporation for 

Insurance and Export Credit (ICIEC) provided export credit and investment insurance of $15.2 billion, 

both to the public and private sector.  

 

The Special Program for the Development of Africa (SPDA), covering the period 2008-12, was launched 

by IsDB with an amount of $4 billion in February 2008 with commitment to leverage an additional US$ 8 

billion from other development partners. The SPDA aims at supporting and complementing the 

development efforts in African member countries for sustained growth, and attainment of the Millennium 

Development Goals, in close collaboration with the private sector. So far, total approvals under SPDA are 

exceeded $4 billion allocated for projects, trade and technical assistance operations. A significant amount 

of resources has also been mobilized from other development partners. Meanwhile, as the Program is in 

its final year of implementation, conceptualization and formulation of the successor Programme – SPDA 

II has been started. Furthermore, IsDB Group also continues to provide special assistance to drought-

affected African member countries.  

 

With a view to leveraging private sector for development, IsDB continues to enhance its partnership and 

co-financing activities with its traditional and non-traditional development partners. Among main 

initiatives, IsDB, in partnership with Asian Development Bank (AsDB), launched the Islamic 

Infrastructure Fund. In this regard, IsDB signed co-financing framework agreements with AsDB worth $6 

billion to be implemented during 2012-2014, of which IsDB will provide $2.5 billion and AsDB will 

provide $3.5 billion to common member countries. A similar initiative was undertaken in 2011 for the 

Arab region with the establishment of the Arab Infrastructure Finance Facility (AFFI), jointly sponsored 

by the World Bank/IFC to provide financing and technical assistance for PPP-based cross-border 

infrastructure projects. Under AFFI, IsDB and IFC are each investing $50 million, which is expected to 

grow to $300-500 million. IsDB also signed a MoU with African Development Bank (AfDB) worth $1 

billion for co-financing projects in common member countries during 2011-2013. Furthermore, to 

leverage its technical and financial resources, IsDB has been very active in enhancing its partnership with 

other development finance partners through co-financing activities.  

 

Recently, IsDB 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, IsDB Group, in close consultation with 

the private sector, governments, development partners, and other key stakeholders develop mutually 

agreed strategy to address development challenges in its member countries. Among the main 

implementation modalities for the MCPS, Reverse Linkage activities take central stage in the MCPS. The 

prime players in forging the Reverse Linkage activities are the Provider‟ and „Recipient‟, mainly private 

sector institutions. Reverse Linkages are specific cooperation activities whereby member countries 

themselves are primary, forefront, and direct agents in the provision of specific expertise, knowledge, 

know-how, investments, success stories, and best practices. In this context, the private sector or 

businesses are encouraged to cluster around specific thematic areas or regions. Cross-country business 

partnership is assisted by IsDB through identifying unique market opportunities and fostering mutually 

beneficial arrangements. So far, the thematic areas under Reverse Linkages include Islamic financial 

sector development, poverty reduction, community development, and promoting affordable access of the 

poor to renewable energy.  

 

The IsDB Group will continue its pioneering and leadership role in growing Islamic finance and Islamic 

capital market. At the end of 2011, IsDB had equity investments in 32 Islamic banks and financial 

institutions in 21 countries. In addition to its capital resources to finance operational activities, IsDB has 

embarked upon mobilizing funds through the issuance of Sukuk and Ijarah-based Medium-Term Notes in 

order to meet the financing needs of both the public and private sectors in its member countries. 
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Supporting Economic Recovery in the Arab Region 

 

The Arab region has the world‟s highest youth unemployment rate at 25 percent costing the region about 

$50 billion each year. In the wake of unrest in some countries in the Arab region, IsDB approved $250 

million Youth Employment Support (YES) targeting reduction of youth unemployment in the affected 

Arab countries. Under this package, IsDB has already approved $50 million each for Tunisia and Egypt. 

Similar programs for other affected member countries in the Arab region are also being prepared. 

Furthermore, in order to address education gaps in the region, IsDB and IFC launched the Education-for-

Employment (E4E) Initiative for the Arab Youth in April 2011, with the aim to mobilize $1.5 - 2 billion 

over the next five years, while engaging the private sector to create new job opportunities for 

employment-based education, and enhancing labor market skills for Arab youth and women for 

productive employment. At the G8 Summit in Deauville in May 2011, the Deauville Partnership was 

launched to assist in the economic recovery of most affected Arab countries. Under this Partnership, IsDB 

agreed to contribute up to $4.5 billion (out of total assistance of $38 billion) to Egypt, Jordan, Morocco, 

and Tunisia during 2011-2013.  

 

With a view to continually promoting youth involvement in the socio-economic development and 

addressing the state of youth unemployment and successful models of tackling it, IsDB Group organized 

a seminar on “Youth and Development in OIC Member Countries” on the occasion of 37th IsDB 

Board of Governors Annual Meeting on 2 April 2012 in Khartoum, Sudan. International experts 

emphasized that if the necessary measures are neglected, the threats such as social unrest, social exclusion 

and growing informal employment might be repeatedly confronted in IsDB member countries. The 

conclusions and recommendations drawn from the seminar were presented to the 37th Board of 

Governors of the IDB Group Meeting in order to provide a roadmap to devise policies and programs 

aiming at youth development in member countries. 

 

Concluding Remarks 

 

I would like to reiterate that promoting inclusive development should be high on our agenda. Achieving 

inclusive development requires partnerships and the participation of the private sector, civil society, 

philanthropists and donor agencies. IsDB Group is hopeful that, even though the recovery horizon is 

uncertain, the goal of the development community to achieve inclusive and sustainable global economic 

growth accompanied by significant poverty reduction is, indeed, attainable.  

 

With these thoughts and on behalf of IsDB Group, I wish the Development Committee fruitful 

deliberations in its 85
th
 Meeting. The IsDB Group, as always, remains committed to contributing in 

building global synergy for addressing global development challenges. 


