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IBRD provides important support for
poverty reduction. How? By providing
its middle-income client countries
access to capital in larger volumes, on
good terms, with longer maturities, and
in a more sustainable manner than the
market provides. IBRD:
■ Supports long-term human and social

development needs that private 
creditors largely find unappealing.

■ Preserves borrowers’ financial
strength by providing support in
crisis periods, when poor people 
are most adversely affected.

■ Uses the leverage of finance to 
promote key policy and 
institutional reforms (such 
as safety-net or anticorruption
r e f o r m s ) .

■ Catalyzes private capital by helping
create a favorable investment
climate.

■ Provides financial support (in the
form of grants made available from
IBRD net income) for global public
goods that are critical for the well-
being of poor people in all countries.

Meeting the Poverty Challenge: The Role of IBRD

…relying on the unique strengths of IBRD…

What Is IBRD?

IBRD is a AAA - rated financial institution—with some unusual chara c-

teristics. Its shareholders are sove reign governments. Its member 

b o r rowers have a voice in setting its policies. They also usually accord

p re f e r red creditor status to IBRD, helping it stay financially stro n g .

IBRD loans are typically accompanied by nonlending services to ensure

m o re effective use of funds. Also, unlike commercial banks, it is drive n

by a development impact, rather than profit maximization, objective .

Who Are IBRD’s Clients?

Seventy-five percent of people who live on less than $1 per day live

in countries that receive IBRD lending, which are typically middle-

income and enjoy some access to private capital markets but include

countries that also borrow from IDA. Even excluding countries that

also borrow from IDA, such as India, Indonesia, Nigeria, and Pakistan,

a full 25 percent of the world’s $1-a-day poor live in countries that

are IBRD borrowers.

Preserving AAA-rated financial strength

To maintain income-generating capacity,

help manage risk, and support IBRD’s

development objectives

■ Capital commitments of 183
sovereign shareholders

■ Strong record of repayment by

borrowers, reflecting priority given 

to IBRD debt

■ Conservative financial management

■ Substantial liquidity

■ Conservative capital structure

■ Risk-minimizing lending policies

Achieving efficient intermediation

To ensure cost-effective funding for

development uses

■ Wide access to markets

■ 50 years of capital market innovation

■ Leadership in new products, 

structured finance, emerging market

issuance

■ Wide underwriter partnerships

■ Diversified global investor base

■ Ample Treasury liquidity

■ Strong derivatives capacity

■ Active asset-liability management

Adapting to borrower needs

To ensure flexibility and innovation in

meeting diverse and changing client

needs

■ Product innovations to help clients

manage their financial, debt, and 

crisis strategies

■ Wide borrower choice in loan types

■ Increasing currency and interest rate

choice

■ Flexible guarantees, both to help 

private sector financing and to

support reforms

■ Increased choice of lending terms 

Elements of IBRD’s Financial Strategy

The Treasury
trading room
is the nerve
center of the
Bank’s innova-
tive financial
transactions
such as the
e-bond issued
in January 2000. 
Investing the
Bank’s liquid
assets, manag-
ing balance
sheet risks, and
meeting bond
investor needs
are crucial to
the Bank’s abil-
ity to respond
to clients’
financing needs.
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Meeting the Poverty Challenge: The Role of IDA

…and on IDA as an agent for progress in the poorest countries

Increasing Aid Effectiveness through Performance-

Based Allocations

Research shows that aid is most effective in spurring growth

and poverty reduction in countries that have a strong commit-

ment to reforms. IDA leads all development institutions in

directing its assistance to countries that pursue poverty-reduc-

ing policies. IDA employs a performance-based allocation sys-

tem to channel its resources to countries that are undertaking

reforms. Through targeted allocations, effective leveraging of

resources, and country-based strategies, I DA is helping the

poorest countries participate in the global economy, and pro-

moting equity and inclusive growth for their poorest citizens.

IDA helps the world’s poorest countries reduce
poverty by providing “credits,” which are loans at
zero interest with a 10-year grace period and maturi-
ties of 35 to 40 years. These countries face complex
challenges in striving for progress toward the inter-
national development goals. They must, for example,
respond to the competitive pressures as well as
opportunities of globalization; arrest the spread of
HIV/AIDS; and prevent conflict or deal with its
aftermath. To help these countries improve their
prospects, the policy framework emphasizes:
■ Accelerating broad-based growth through sound

macroeconomic and sectoral policies, especially
for rural and private sector development.

■ Investing in people through strong support for
the social sectors (see figure), including gender
mainstreaming and efforts to counter the chal-
lenge and social impact of communicable dis-
eases, especially HIV/AIDS.

■ Building capacity for improving governance—
including in public expenditure management—
and combating corruption.

■ Protecting the environment for sustainable
development. 

■ Fostering recovery in post-conflict countries.
■ Promoting trade and regional integration.

IDA’S EVOLVING ROLE: GREATER EMPHASIS ON
PARTICIPATION AND PARTNERSHIPS

Responding to recent changes in the international
development environment, IDA works more closely
with borrowers and other development partners. The
Poverty Reduction Strategy Papers, prepared in a
participatory manner by IDA countries, offer an
opportunity to align donor strategies more closely
with country strategies.

The Bank took important steps in the spring of
2001 to increase transparency and broaden partici-
pation in the formulation of IDA’s operational
approaches. Documents for the donor meetings on
the 13th Replenishment of IDA (IDA-13)—which
will fund lending in fiscal 2003–05—are publicly
available at www.worldbank.org/ida.8 And in
June 2001, for the first time in IDA’s 41-year history,
representatives of borrowing countries joined donors
in discussions about IDA’s future directions.

IDA’s Stepped-up Effort in the Social Sectors
285 Projects ongoing (compared with 184 a decade ago)

IDA commitment value of ongoing social sector projects

1991: $7.7 billion
1996: $13.1 billion
2001: $13.9 billion

As of June 30


