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I would like to address four questions this morning:

a) What are the lessons from the broader international experience in respect to poverty alleviation?

b) What is the extent, magnitude and concentration of poverty incidence in OIC countries?

c) What should be the strategy for poverty alleviation in light of the Makkah Summit declaration?

d) What are the features of this strategy that distinguish it from other similar initiatives?

Lessons from international experience 


There is by now a rich literature full of empirical evidence that documents the successes, failures, reversals and slippages of economic development and its impact on poverty alleviation in the development countries.  A few lessons can now be extracted from this fifty year record of economic development. The board lessons can be summarized as flows:


First, rapid rates of growth over a sustained period of time, are necessary, though not sufficient, for poverty reduction.  Complementary policies have to be put in place for bringing about the synergies between growth and poverty reduction. 

Second, there are some fundamental economic principles and practices that do have a positive correlation with economic growth.  These include macroeconomic stability, trade openness, market competition, investment in human development and infrastructure, quality of institutions and good governance. 


Third, combating poverty also requires targeted interventions in the areas of social and human development such as basic education, health services and enhancing capabilities, particularly for women and children, empowering citizens, men and women. 

Forth, the poorest of the poor and the vulnerable groups of the society will require social safety nets and transfers in order to survive and lead a decent life.  

Fifth, foreign aid can provide critical support for poverty reduction but unless the country is in the driver’s seat foreign aid per-se will not be effective. 


Six, good governance and well functioning institutions are essential for the transmission of policies to the poor. 

Poverty incidence in OIC countries. 


The global fight against poverty has succeeded in bringing down the absolute number of poor living on less than US$1 per day in developing countries from 1.2 billion in 1990 to just over 1 billion in 2002.  In terms of the ratios, the incidence of poverty in the developing world has declined from 28 percent to 20 percent and the current evidence shows that the downward decline continues to persist.  The most spectacular gains have been made in Asia which is most likely to attain the MDG target of 14% by 2015.  


Against these global benchmarks, 400 million of the 1 billion people estimated to be in absolute poverty lived in 31 of the 56 OIC member states, i.e. 40% of the world’s poor live in the Muslim countries.  In relative terms out of 975 million people living in these countries 400 million or 40 percent are below the absolute poverty line. In other words, the incidence of poverty in this 56 OIC member countries in twice the average for the developing world. The Makkah Declaration was therefore quite timely in calling for action to meet critical challenge facing Ummah.  


Five large states – Indonesia, Pakistan, Nigeria, Bangladesh and Sudan with cumulative population of 690 million people have 250 million people living below the poverty line.  The incidence of poverty in these countries is slightly above 36 percent. 

Fifteen states with a total population of 143 million people out of which more than 50 percent i.e. 74 million live below the poverty line face severe problems and are also on a slipping path as far as fight against poverty is concerned. These countries are in urgent need of assistance.


Nine states inhabiting 113 million people have 55 million poor.  Although the poverty is severe in these states i.e. above 50 percent but they are making satisfactory progress in tackling this problems. 

Two states – Uzbekistan and Albania – with a population of 30 million people have only 8 million poor i.e. incidence of poverty is 27 percent and is manageable. 


Fourteen states mainly in the Middle East and including Malaysia and Brunei are relatively well-off and do not have serious poverty problem.  Some of these rich countries, though, have weak human development indicators which need immediate attention by public policy makers. 

Strategy for poverty alleviation for OIC member countries


The basic foundation for a successful poverty alleviation strategy remains rapid economic growth.  But in keeping with the injunctions of Islam the pattern and quality of this growth should be such that it is able to lift the poor out of their plight and also reduce income inequalities.  This pro-poor growth would require policies which are directed towards the redistribution of income gains from growth towards the poor segments of the population.  Empirical evidence shows that the rural areas and female households are disproportionately represented among the poor.  Public policies and interventions that provide agriculture inputs, rural infrastructure, credit and fair outputs prices will help in removing some of the obstacles to the participation of the poor in the growth process.  Similarly, micro credit to women has proved to be both income augmenting and social empowering tool in many different parts of the world.  Emphasis in these components of growth process would ensure that the distribution of benefits accrue disproportionately in favour of these disadvantaged groups. 

As the poor often depend heavily on fragile natural resources for their livelihoods, promoting environmental sustainability is integral to promoting pro-poor growth.  The poor use fire wood for their cooking depleting the forests.  Alternative sources of energy such as biomass, solar or wind should be developed to help arrest the degradation of forests.  Similarly, water-borne diseases are correlated with high incidence of absenteeism from work, low productivity and incomes losses.  Availability of safe drinking water would reduce the debilitating effects affecting the productivity of the poor and make them vulnerable to periodic income loss shocks.   

Market failure hurts the poor relatively more seriously than the better off and the poor may be disadvantaged by the terms on which they participate in markets. Well-functioning agriculture produce markets under the vigilant eyes of effective regulators have given rise to competition, removed monopolistic or collusive pricing practices and augmented the returns to the small farmers.  The opportunities to the poor for taking advantage of the efficiency of the market are thus enhanced. 


Employment elasticities of growth have been found to be high in case of agriculture, SMEs and services sector such as wholesale and retail trade, transportation, tourism.  Productive employment provides the link between economic growth and poverty reduction.  Most developing countries still have large numbers of labour force either self-employed or employed in informal sector.  The capabilities of the poor can be strengthened by providing them training, tools and appropriate technology leading some of them to enter organized sector or create their own enterprises.  The high barriers to entry and exit for new businesses and small enterprises should be eliminated and facilitation and business support centres established under public- private partnership to help the new comers. 

Information and communication technology (ICT) is becoming a tool for empowerment of the poor.  Illiterate farmers physically distant from market towns have used the access to internet service and mobile phone in order to extract better prices from the middlemen for their produce. Similarly, a single person or family based service providers are relying upon mobile phones to use there time more efficiently and increase their daily earnings.  Investment in ICT through new technologies such as wireless in the far flung and remote areas would provide a big boost to the income generation capabilities of the disadvantaged communities. 

Female literacy, female labour force participation rates and other gender- differentiated human development indicators are quite low although women from almost half the population in OIC member states. They are thus disproportionately represented among the poor and the dispossessed. Women are more likely to slip below the poverty line whether in terms of income or in terms of well-being.  Poverty also distorts women’s access to assets, public goods and services and employment. It also dictates unequal distribution of resources within the family. The phenomenon of “feminization of poverty” appears to be well entrenched in most Muslim countries.  Gender sensitive development strategies should therefore be an integral part of economic growth process. Investment in women’s education, vocational training, reproductive health and economic opportunities as well as changes in institutions that deal with these policies and deliver these services would make a substantial difference. 

Human development strategies that make a significant contribution to poverty reduction are better known, understood and documented today then a few decades ago.  The difference between the countries that have successfully implemented these strategies and those that have failed lies in the nature of institutional capacity, governance structure, accountabilities and continuous innovation.  These attributes can be accomplished only through a literature and well educated and healthy labour force.  The OIC member countries with a few exceptions haven’t done so well either in higher or basic education, primary or tertiary health, drinking water and sanitation, nutrition or population control.  Any strategy for poverty reduction would have to draw upon successful examples such as Malaysia and make human development as their cornerstone and pivot.  Despite strong political commitment the gap between the rhetoric and delivery has in fact widened and needs to be bridged. 

Lastly, the Social Safety nets such as Zakat are an important instrument of Islamic economic system.  Is a pity that this instrument has not been effectively utilized to address the problem of poverty alleviation and reach out to the poor?  Education and health facilities to these families can be provided through the Zakat Fund.  The scope of Zakat and micro credit or Qasr & Hasna can be extended to meet the urgent needs of the poor households. 

Distinguishing characteristics of the OIC strategy


The OIC/ IDB Poverty Reduction Strategy is built around four dimensions which go beyond income alone. These dimensions are:
a) Opportunities – lack of access to the labour market, employment opportunity, mobility problems and time binders. 

b) Capabilities – lack of access to public services such as health and education.

c) Security – vulnerability to economic risks and to civil and domestic violence. 

d) Empowerment - being without voice and without power at the household, community and national levels. 

 
The other important dimension that should distinguish the Muslim Countries’ approach towards poverty alleviation from other on-going initiatives is the imaginative use of social safety nets and social transfer to the vulnerable and the disadvantaged population. Equity social justice and equality are the cornerstones of Islamic region.  Therefore an economic system that generates large income inequalities or deprivation for some parts of the society is incompatible with the injunctions of Islam.  The situation can be made consistent by bringing those suffering from income poverty under social safety nets. 

Another distinguishing feature is the complementarities that exist within the OIC.  Several OIC countries have surplus capital but are deficient in aggregate demand within their boundaries and some of them have limited managerial and professional skills.  On the other hand, a number of member countries have large markets of consumers but are short of capital.  A few countries have professionals and managers that can be employed elsewhere.  This exchange of capital, skills and goods within the framework of OIC can be mutually beneficial and create a win-win situation.  Intra-OIC trade, investment flows and labour and skills exchange should therefore be encouraged and promoted. 

Finally, the Islamic religion both though precepts as well as actions of our Holy Prophet has demonstrated that ethical values of justice, truthfulness and honesty are part and parcel of our day-to-day lives.  We will be held accountable on the Day of Judgment for our deeds in this world and whether we did comply with the injunctions of Islam in regard to these ethical values and also in respect of Huqooq-ul-Ibad.  If we strictly follow these teachings of Islam in practice then good governance and freedom from corruption will be ensured in the Ummah. 

Modern economics relies upon households and firms as the main economic actions and decision makers.  On the other hand, Islam broader this concept by including the family, community, the state and the society at large.  They are enjoyed to take care of the poor, vulnerable and weaker population among them.  This broader participation of all these units will certainty help in alleviating poverty.   


�.Presentation made to the panel on “Economic Development and Poverty Alleviation” at the International Forum held by Institute of Strategic and International Studies (ISIS) at Kuala Lumpur, Malaysia on September 3,2007
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