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Statement by 
Dr. Amadou Boubacar Cisse, 
Vice President (Operations) 

Islamic Development Bank (IsDB) 
to the 73rd Meeting of the Development Committee 

 

Mr. Chairman and Distinguished Delegates 

The Islamic Development Bank (IsDB) Group has the privilege and honour to participate in the 
73rd Meeting of the Development Committee, which has on its agenda the following items: (i). 
Clean Energy and Development: Towards an Investment Framework, and (ii). Global 
Monitoring Report 2006: Strengthening Mutual Accountability – Aid, Trade and Governance. In 
addition, following Background Reports are submitted for the consideration of the Development 
Committee: (iii). Fiscal Policy for Growth and Development: An Interim Report, (iv). Trade 
Progress Report – The Doha Development Agenda and Aid for Trade: Hong Kong and Beyond, 
and (v). Heavily Indebted Poor Countries (HIPC) Initiative: List of Ring-Fenced Countries 
Potentially Eligible under the Initiative. All these Agenda Items and Background Reports 
address emerging development challenges facing the developing countries, including the IsDB 
member countries, and provide useful and relevant insights in terms of their immediate 
operational relevance as well as enhancing the effectiveness of assistance provided by 
multilateral development banks. 

While the developing countries and development community are ten years away from the target 
date of the U.N. Millennium Declaration, many regions and countries have achieved significant 
improvements in various socio-economic indicators. Efforts by the development community, 
including the IsDB Group, to assist the African countries by way of debt write-off, supporting 
poverty alleviation programmes, and duty-free market access for exports have certainly 
improved their overall economic prospects and resources to tackle entrenched socio-economic 
indicators. Indeed, progress towards achieving eight Millennium Development Goals (MDGs) 
and eighteen related targets by some African countries have started to show some progress yet, 
for many, the slippages raises cause for serious concern. 

On this occasion, the IsDB Group wishes to reiterate its commitment to forge further 
collaboration with the development community in the common cause of social emancipation and 
economic progress of the poor and the underprivileged people in the developing world. Along 
with other participants, the IsDB Group welcomes the opportunity to participate in the discussion 
on the emerging developmental challenges during the 73rd Session of the Development 
Committee. The IsDB Group would like to briefly update the recent economic performance of 
the IsDB member countries, to share its perspectives on the Agenda Items, and to identify areas 
for further cooperation and partnership. 

I. Recent Economic Performance of IsDB Member Countries 

According to the latest World Bank estimates, the global economic growth decelerated from 3.8 
percent in 2004 to 3.2 percent in 2005 and is projected to grow at the same rate in 2006. Real 
GDP growth of developing countries remained fairly robust at 5.9 percent in 2005, which is 
almost one percentage point below the growth recorded in 2004. 
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In line with the above global trends, the real GDP growth of fifty-six IsDB member countries, as 
a group, decelerated from 6.2 percent in 2004 to 5.5 percent in 2005, which is expected to 
slightly recover to 5.8 percent during 2006.1 The least developed member countries (LDMCs), as 
a group, sustained their economic growth of little over 6 percent both in 2004 and 2005, which is 
expected to accelerate to 7.9 percent during 2006.2 Inflation in IsDB member countries reached 
8.4 percent in 2005. 

Current account surplus of IsDB member countries surged from 5.5 percent of their combined 
GDP in 2004 to 9.6 percent in 2005, which is owing mainly to higher income of oil-exporting 
member countries. In contrast, the current account deficit of LDMCs, as a group, was reduced 
from 4.6 percent of their combined GDP in 2004 to 3.9 percent in 2005 and is projected to 
further fall to 1.7 percent during 2006. On the basis of revised data, the IsDB member countries 
recorded the highest flow of net foreign direct investment (FDI) at US$38.9 billion in 2004, 
which is an increase of 46 percent as compared to 2003.  In recent years, the annual increase in 
the stock of external debt of LDMCs, as a group, ranged between $3 to $4 billion, which appears 
to be sustainable as the debt servicing ratio is gradually declining from 12.8 percent in 2000 to a 
projected 7.7 percent in 2006. 

For the IsDB member countries, risks and uncertainties arising from global financial imbalances 
generate concerns for the future economic development prospects. During 2005, a rising trend in 
international interest rates has emerged which, coupled with rising energy prices, could 
potentially lead to economic slowdown, particularly in the U.S.A. and the E.U. region. Such a 
global slowdown of economic growth could setback the gains achieved through wide-ranging 
market reforms, sectoral restructuring, trade liberalization and integration measures implemented 
over the past two or more decades. Set against these challenges, the emergence of major growth 
nodes in the Asian region provides an opportunity to developing countries, including IsDB 
member countries, to diversify and strengthen new economic and trade relations. In this regard, 
the IsDB Group would like to call upon the major economies in the Asian region to launch an 
initiative for granting of unhindered market access to exports from the least developed countries, 
in particular to exports of Sub Saharan African countries. Such an initiative by the major 
emerging Asian economies will most likely accelerate growth impetus of Sub Saharan African 
countries, assist in the attainment of MDGs, and strengthen South-South cooperation.  

II. Clean Energy and Development: Towards an Investment Framework 

The IsDB Group expresses appreciation to the World Bank for preparing extremely well 
researched document which addresses complex set of issues related to investment framework for 
clean energy and development. A notable feature of the global economic performance during last 
two years was its resilience in the face of higher energy prices. In many industrialized countries, 
economic activity is close to its maximum while many emerging economies continue to expand 
at a robust rate. However, the economic performance of oil- importing developing countries are 

                                                 
1 Data on IsDB member countries’ macroeconomic performance is based on estimations made in September 2005.  
2 Of the fifty-six member countries, the IsDB Group classifies 28 countries as the 'least developed member 

countries' (LDMCs), which makes them eligible to receive concessional financing and flexible terms and 
conditions on other modes of financing.  
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vulnerable to the rising risk premium as exemplified by the future energy market scenarios. 
Furthermore, meeting the energy needs of underserved population in developing countries could 
lead to both massive environmental degradation and soaring prices. Such a vulnerability to long 
term and sustainable economic growth can be addressed by forging an equitable global energy 
compact that embodies security, access, and greater investment in developing alternative sources 
of energy. 

The focus of the document “Clean Energy and Development: Towards an Investment 
Framework” is to highlight the national level energy sector policy reforms, achieving 
macroeconomic stability through diversification of sources of energy, utilization of clean and 
efficient energy technologies, addressing impact of energy on climate change and mitigating 
greenhouses gases, and developing new financing instruments and options. While all the issues 
addressed provide numerous insights for reforming energy policies and development of energy 
sector at the national level, there is clear need to developing regional approaches for meeting the 
energy requirements of developing countries. In this context, developing energy corridors 
between west/central Asian region and the rest of Asian countries offers not only attractive 
investment opportunities but will also address the need for utilizing cleaner energy sources for 
sustaining economic growth as well as enhance the prospects of regional integration. In addition, 
involvement of multilateral development banks (MDBs) in financing of nuclear-based parks for 
energy generation, albeit under internationa l safeguards, could also be considered as a viable 
option for generating efficient and clean energy. 

The estimate that for developing countries to meet their energy needs will require a total 
investment of $8.1 trillion, which averages to about $300 billion between 2003 and 2030, 
highlights the enormity of developing sustainable investment framework for the energy sector at 
the global level. Treating climate as a public good necessitates the need to mitigate adverse 
effects of human-induced climate change and ecosystems. To mitigate adverse effects also 
requires an international investment framework for energy sector with MDBs along with the 
private sector catalyzing financing of efficient and clean energy projects. 

Like other MDBs, the IsDB Group has been mainly involved in the financing of fuel- and hydro-
based energy generation projects in the public sector. The cumulative net approvals by the IsDB 
Group up to the end-2005 to finance electricity generation, distribution, and transmission reached 
$2.2 billion. A recent example of innovative public-private sector financing partnerships between 
the IsDB Group’s co-financing arrangement with the Asian Development Bank (AsDB), and 
consortium of local banks to finance construction of an environmentally friendly hydropower 
project in the Pakistani private sector at a cost of $150 million. The project will not only provide 
clean energy but will also generate cheaper power especially against the backdrop of rapidly 
escalating hydrocarbon prices. In fact, the wider central Asian region holds the potential to 
replicate such environmentally friendly energy projects on a much larger scale that could feed 
the growing energy needs of emerging and rapidly growing economies in the region.  

III. Global Monitoring Report 2006: Strengthening Mutual Accountability – Aid, Trade 
and Governance 

The IsDB Group commends the World Bank for producing the Global Monitoring Report, 2006 
(GMR-2006). The previous Global Monitoring Reports identified a number of actions aimed at 
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accelerating the attainment of MDGs in the least developed countries. Also, the U.N. Human 
Development Report, 2003 had identified crisis countries against the various MDGs targets, i.e. 
where the current indicators are extremely entrenched and the current rate of progress is also 
slipping back. Given the inadequate ODA flows to fully fund the implementation of MDGs, such 
crisis countries need the donors' attention and to target resources in the light of their absorptive 
capacities.  

As emphasized by the GMR-2006, the international donor community need to urgently commit 
to supporting crisis countries by providing grant-based financing to implement MDG-related 
programs. It has been estimated that additional aid is needed in the range of US$40-100 billion 
annually in order to fully support the implementation of MDGs and related targets. Doubling the 
current level of ODA will imply 0.43 percent of DAC countries' gross national income, which is 
still below the target of 0.7 percent reaffirmed in the Monterrey Consensus. An innovative 
financing mechanism for generating grant-based resources are efforts by seventy-nine countries 
to establish a new international fund under the International Finance Facility, which will help to 
raise additional resources by levying taxes on airline travel. Such grant-based funding of poverty 
alleviation and other MDG-related programs will help accelerate progress towards achieving 
MDGs by the year 2015. In addition, over $50 billion was pledged in new aid commitments by 
2010, including a doubling of aid to Africa, while the new multilateral debt relief initiative will 
write-off about $50 billion of debt, which translates in generating fiscal space of around $1 
billion annually.  

The GMR-2006 helps to clarify links between governance, investment climate and access of 
poor to basic infrastructure services. Paradoxically, the least developed countries place the 
greatest regulatory burden on businesses and their efforts to reform investment climate are the 
least. In terms of regional progress towards attaining the human development MDGs, the GMR-
2006 reports that the relevant indicators in South Asia and Sub-Saharan Africa regions are not 
only extremely entrenched but the current rate of progress is also worsening. However, latest 
survey results do indicate that progress across various human development indicators are indeed 
being made and gains are reaching the poorest households in selected least developed countries, 
including at least three LDMCs.  

More than half of the low human development countries and one-third of the medium human 
development countries are accounted for by the IsDB member countries. Given that the majority 
of the LDMCs are in Sub Saharan African region and also face serious challenges to attain the 
MDGs, the IsDB Group pledged to substantially increase the volume of financing within the 
framework of the New Economic Partnership for Africa (NEPAD). The IsDB Board of 
Governors, on the occasion of the 27th Annual Meeting held in Ouagadougou, Burkina Faso in 
October 2002, issued a 'Decla ration on IsDB Group Cooperation with Africa'. Under this 
Declaration, the IsDB Group pledged to attain financing target of US$2 billion over a five year 
period from 2003 to 2007. After three years of its implementation, the IsDB Group cumulatively 
approved development assistance amounting to $1.2 billion million by end-January 2006, which 
represents 60 percent of $2 billion earmarked under the Declaration.  

More recently, the Third Extraordinary OIC Summit, which was held in December 2005 in 
Makkah Al-Mukarramah, Saudi Arabia, commissioned the Board of Governors of the IsDB to 
establish an IsDB poverty alleviation fund. The 31st Annual Meeting of the IsDB Board of 
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Governors, which will be held in Kuwait city in May 2006, is likely to endorse the preparatory 
steps for establishing such a fund. In the near term, it is expected that the IsDB Group will be 
able to further strengthen and expand its role in providing concessional financing for accelerating 
growth and improving socio-economic indicators in the LDMCs.  

The IsDB Group welcomes the insight of GMR-2006 that the focus of MDBs should shift from 
managing inputs and processes to achieving real results and development outcomes. 
Nevertheless, it is important to recognize that MDBs efforts to manage processes related to 
development financing are also vital for ultimately ensuring desirable outcomes at the ground 
level. The IsDB Group would like to support and express interest in participating and developing 
common performance measurement system (COMPAS) and initiatives to integrate management 
for development results into MDB practices.  

IV. Fiscal Policy for Growth and Development: An Interim Report 

The IsDB Group expresses appreciation for preparing well researched Interim Report ‘Fiscal 
Policy for Growth and Development’. The Report develops useful topology of options available 
for creating fiscal space for growth. In the context of developing countries, especially those 
which are implementing second or third generation reforms, the renewed interest to using fiscal 
policy as an instrument for economic growth, albeit maintaining fiscal solvency and 
macroeconomic stability, is indeed welcome. The Report argues that the past stabilization 
programs achieved their success in part due to disproportionate share of fiscal adjustment being 
borne by cutbacks in public investment programs. Widespread evidence points to countries 
significantly reducing infrastructure category of the public investment expenditure in order to 
achieve fiscal deficit reduction targets. Such an approach to fiscal stabilization may have been 
achieved at the cost of long-term economic growth by making the expenditure provision of basic 
infrastructure services difficult as well as by restraining the ‘crowding- in’ effect of public 
investment.  

Beginning from early 1980s, many developing countries have actively pursued privatization 
programs that have resulted in the selling of both profit- and loss-making public enterprises. The 
Interim Report does not adequately address the experiences of privatization programs in terms of 
creating fiscal space. In some developing countries, the option to enhance public revenues was 
substituted by an active privatization program. The issue to examine is under what conditions the 
fiscal space generated through privatization program could lead to either debt retirement or 
funding the public investment programs.  

Public investment in infrastructure development, particularly in rural areas, reduces poverty 
through higher growth in the agriculture sector and increases rural non-farm employment 
opportunities. In recent years, the IsDB volume of assistance for infrastructure development 
grew rapidly from $353.95 million in 2002-03 to $928.97 million in 2005-06. IsDB’s assistance 
in infrastructure development mainly supports power generation; electrification, water supply 
and sanitation; and expanding road networks, particularly in member countries in Central Asia 
and Sub-Saharan Africa regions. In addition, IDB assistance to support rural electrification 
programs has allowed access to basic services at affordable prices by the poor, thereby 
improving their quality of life. In 2001, the Bank established $730.5 million IsDB Infrastructure 
Fund for equity investment in infrastructure projects. So far, the Fund, which is a prime example 
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public-private partnership, has committed equity investment of $496.1 million in the power, 
petrochemical, telecommunication, transport, and mining sectors.  

V. Trade Progress Report – The Doha Development Agenda for Trade: Hong Kong 
and Beyond 

The launch of the new multilateral trade negotiations in Doha, 2001, was deemed to be a major 
step towards achieving the objectives envisioned by the Marrakech Declaration at the conclusion 
of the Uruguay Round of trade negotiations. The Doha Development Round focuses on the 
developmental aspects of its work programme. Hence, when the Doha Round of trade 
negotiations started in 2001, developing countries, and the LDCs, expected that the outcome 
would meet their economic development needs. The expectations of the developing countries 
were, that the Doha Round would help to remove supply-side constraints, improve trade-related 
infrastructure, diversify export capacities, enhance productivity and competitiveness, and above 
all improve their market access.  

Given that the WTO Ministerial Conferences in Seattle and Cancun faltered, the Hong Kong 
Ministerial Conference gained added importance. The credibility of the multilateral trading 
system was to some extent restored when the Conference reached various agreements that 
carried forward the Doha Work programme. Nevertheless, the trade negotiators face intense 
pressure to complete the “full modalities” in agriculture and non-agricultural market access 
within the new deadlines. 

The most significant achievement of the WTO Ministerial Conference held in December 2005 in 
Hong Kong, was the agreement to end export subsidies in agriculture by 2013. EU’s export 
subsidies comprise around 2 percent of total farm subsidies and the Hong Kong Declaration 
states that the agreed date is conditional. In order to even make this commitment effective, some 
of the issues related to hidden export subsidies in credit, food aid, and sales of exporting state 
enterprises must be addressed. On the issue of domestic support, the Declaration states that there 
would be three bands of tariff reductions in final bound total “aggregate measure of support 
(AMS)”. In the overall reduction in trade-distorting domestic support, there would be higher 
linear cuts in higher bands. However, the cuts in subsidies are subject to further negotiations. 
Also, the Declaration does not adequately address issues related to dumping caused by 
“excessive” levels of domestic support in the industrial countries, both in terms of cutting the 
amount spent and closing gaps that enable countries to exempt their subsidies via the Green Box.  

For the cotton sector, the deadline for elimination of domestic subsidies is end-2006. In addition, 
cotton exports from least-developed countries will be allowed into developed countries without 
import duty or quotas from the start of the period for implementing the new Agriculture 
Agreement. The Declaration also states that trade-distorting domestic subsidies on cotton will be 
cut by more than would normally apply under the new Agreement.   

With respect to negotiations on market access for non-agriculture products, members agreed to 
adopt the “Swiss Formula”, which primarily aims to cut higher tariff rates proportionally more 
than lower tariff rates. As yet, there is no agreement on the specific parameters to be adopted but 
the choice of parameters is to be guided by a number of development-related considerations.  
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In terms of trade in services, the Declaration states that negotiations must include the setting of 
qualitative targets, the level and type of liberalization, and reduction or elimination of economic 
needs tests (ENTs). The Declaration also requires members to increase their level of engagement 
in the negotiations. As for the negotiation techniques, there has been an agreement to supplement 
the bilateral approach of negotiations with a plurilateral approach. Developing countries viewed 
this approach as altering the architecture of GATS, which ensures and protects the concept of 
progressive liberalization, the right to regulate and the opening up of sectors and modes of 
supply depending on the development needs of developing country members. The insistence by 
developed member countries for expanding and expediting the sectoral and modal coverage in 
GATS negotiations could potentially undermine the position of the developing countries.  

The WTO Declaration does not reflect the concerns of developing countries with regard to a 
number of development issues. The text of the Declaration simply calls upon members to 
“redouble their effort” on a range of issues including special and differential treatment, 
implementation related issues, the particular problems faced by small economies, trade, debt and 
finance, trade and transfer of technology, commodities and preference erosion. Regarding Aid 
for Trade, which is an emerging concept, a negotiating structure is yet to be constituted; 
however, the WTO Director General has been requested to form a task force, which will submit 
its recommendations by July 2006. 

The IsDB Group has an active WTO technical assistance program to support member countries 
to strengthen their WTO trade negotiation capacity and assist in trade integration. Prior to the 
Conference in Hong Kong and within the framework of its WTO-related Technical Assistance 
Programme for the OIC Member Countries, IsDB organized a Ministerial- level consultative 
meeting for the OIC member countries. Held in Hong Kong, the meeting was attended by 22 
Ministers and 157 delegates representing 35 OIC member countries and several regional and 
international organizations. The Ministerial- level consultative meeting provided the OIC member 
countries with a forum to exchange views and share information on the latest developments in 
the Doha Work Programme with emphasis on agriculture, non-agricultural market access, 
services, accession and cotton issues, particularly in the OIC least developed member countries 
in West Africa.  

The meeting requested the Bank to organize a workshop for OIC member countries that are 
currently in the WTO accession process, which was held in March 2006, where experiences of 
those member countries which have recently acceded were shared with member countries in the 
WTO accession process. The meeting also provided an opportunity to explore how best to 
enhance cooperation on WTO-related issues, particularly in terms of evaluating the outcome of 
the 6th WTO Ministerial Conference. 

In addition, the Bank supported initiatives to promote competitiveness of cotton-producing 
member countries. During 2005, IsDB organized an Expert Group meeting as well as a 
Conference to explore ways of addressing challenges to enhance competitiveness and export of 
cotton and its value added products from member countries, particularly in Sub-Sahara region.  

In 1997, the IsDB launched an extensive Technical Assistance Program (TAP) for strengthening 
the human and institutional capacity of OIC member countries and to enable them to better 
participate in the multilateral trading system. The WTO-related TAP of the IsDB consists of a 
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number of activities, such as holding of workshops/seminars on WTO Agreements, organization 
of Trade Policy Courses, and undertaking of subject-specific studies. During 2005-06, the Bank 
undertook eleven different activities to assist member countries on WTO-related matters. These 
included organizing two seminars, two trade policy courses, one consultative meeting and six 
WTO specific activities in selected member countries. 

VI. Heavily Indebted Poor Countries (HIPC) Initiative: List of Ring-Fenced Countries 
Potentially Eligible under the Initiative 

After its introduction in 1996, the Heavily Indebted Poor Countries (HIPC) initiative was 
enhanced in 1999 to provide deeper and faster debt relief to a larger group of eligible countries 
and to increase the programme’s links with ongoing poverty reduction efforts. Despite its 
groundbreaking nature, there was a growing consensus that the HIPC initiative has had limited 
impact. This was because the volume of debt relief provided under HIPC was limited and 
generally insufficient to fund poverty alleviation programmes. The limited success of the HIPC 
initiative coupled with the prospects of slippages in achieving MDGs led the international donors 
to consider debt cancellation as well as to substantially increase ODA.  

The G8 Summit launched the debt cancellation initiative to HIPCs, which was subsequently 
endorsed at the Annual Meetings of the World Bank and the IMF, in September 2005. This 
initiative is now known as the Multilateral Debt Relief Initiative (MDRI) and is designed to 
provide 100 percent cancellation of HIPCs debt owed to IDA, IMF and the African Development 
Fund (AfDF). The MDRI will assist HIPCs to reach the MDGs while preserving the financial 
integrity of the creditor institutions. MDRI entails a total debt cancellation of at least $57 billion, 
to be funded entirely by donor payments to IDA and the AfDF, and mostly by internal resources 
in the case of IMF.  

The potential benefits of the new debt cancellation initiative for the IsDB member countries are 
many. Debt relief generally has lower transaction costs than other forms of aid and provides 
resources that can be used for meeting development needs. Eligible countries could also set aside 
a portion of the annual forgone debt service as a buffer for expenditure needs created by future 
exogenous shocks. Once implemented, MDRI will potentially restore long-term external debt 
sustainability of the IsDB member countries. For the post-completion point HIPCs, the average 
NPV debt/exports ratio is expected to fall from 140 percent after current HIPC relief to a 
projected 52 percent after the implementation of the MDRI. Furthermore, resource transfers in 
the form of additional official aid will assist the eligible countries to achieve their MDGs. 
Without additionality, debt cancellation would only alter the composition of external assistance, 
leaving overall ODA volumes unchanged. In addition, recipients of debt relief should maintain 
adequate performance standards, including in the areas of governance, accountability and 
transparency, to ensure that savings from debt relief are used for economic development.  

Debt cancellation directed toward post-completion point member countries is estimated to be 
around $11 billion or 38 percent of the total IDA debt relief for this category of countries. Post-
decision point member countries are expected to receive about $4 billion or 56 percent for this 
category. The total debt relief for 14 HIPC-eligible member countries amounts to $15.5 billion or 
41 percent of the total debt relief granted by IDA. Five pre-decis ion point member countries will 
have a share of $3.2 billion and the two sunset clause IsDB member countries, Kyrgyz Republic 
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and Bangladesh, are potential beneficiaries of almost $9.7 billion or 79 percent of the total share 
for these groups of countries.  

The IsDB Group expresses its appreciation to the World Bank for preparing a report on the 
‘Heavily Indebted Poor Countries (HIPC) Initiative: List of Ring-Fenced Countries Potentially 
Eligible under the Initiative’. The report identifies 11 countries that meet the HIPC Initiative 
income and indebtedness criteria by using end-2004 data. Of the eleven countries in this 
category, the following IsDB member countries meet the ring-fenced criteria: Comoros, Côte 
d’Ivoire, Somalia, Sudan, Togo, and the Kyrgyz Republic. The cost of HIPC Initiative debt relief 
for the 11 countries is estimated at $21 billion in 2004 NPV terms 

Under the Ring-Fenced HIPC Initiative, the 11 identified countries should have initiated a 
comprehensive reform program supported by the IMF and IDA between October 1, 1996 and 
December 31, 2006, the date of the HIPC Initiative sunset clause. In order to obtain debt relief, 
the 11 eligible countries need to adopt national- level poverty reduction strategy and pursue a 
program of stabilization and structural adjustment. The IsDB Group reiterates its commitment to 
Ring-Fenced HPIC member countries in terms of continuing to support economic development 
programs as well as to participate in the HIPC debt relief packages.  
 
With these words, I wish the 73rd meeting of the Development Committee every success. 
 


