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Summary

The Bank’s resolute commitment to poverty reduction and the promotion of social equity in
Latin America and the Caribbean has been manifest in its successive capital replenishments
and in the review launched recently of its institutional strategy. That strategy singles out
poverty reduction with enhanced social equity and environmentally sustainable economic
growth as the Bank’s two overarching objectives. These action priorities are consonant with
the pledge by the region’s heads of state and of government to pursue the Millennium
Development Goals, notably the target of halving, between 1990 and 2015, the proportion of
the population living in extreme poverty.

According to recent national per capita income figures in the region and the findings of
studies that associate per capita income and poverty reduction, the decline in the incidence
of poverty (using as a poverty yardstick the percentage of the population subsisting on less
than two dollars a day, in purchasing power parity) was steady until the late 1990s but the
improvement appears to have stalled in 2001. Thus, today over one third of the population
of Latin America and the Caribbean are still living in poverty.

This report describes the Bank’s activities in support of poverty reduction and social
equity enhancement throughout 2001. Next year's report will present early findings of the
work currently under way to analyze and track the poverty and social equity impact of a
number of Bank projects, by reference to available impact evaluations.

In 2001 the Bank bolstered its commitment to poverty reduction and social equity
promotion objectives in the region. The chief quantitative indicators of its poverty and
social equity (SEQ) enhancement lending program marked an improvement over 2000
figures, surpassing the Eighth Replenishment indicative targets. By volume, SEQ lending
accounted for 53.7% of total 2001 loan approvals, up from 51.8% in 2000 and exceeding
the Eighth Replenishment 40% indicative annual target. By number of operations, SEQ
loans accounted for 59.3% of loan approvals in 2001, topping both the 50% indicative
annual target and the 2000 figure of 46.8%. In cumulative terms, SEQ lending between
1994 and 2001 made up 44.6% of the total, ahead of the 40% cumulative target. In terms
of loan numbers, SEQ operations approved over that interval accounted for 46.2% of
total loan approvals—still short of the 50% cumulative target. But the percentages are
trending up: whereas SEQ lending between 1994 and 1998 accounted for 41% and
42.4% of the total by volume and number of operations, respectively, achieving only the
indicative target for lending volume, between 1999 and 2001 the respective figures rose
to 51% and 51.9% of total lending, surpassing both targets.

Within the SEQ category, poverty targeted investment (PTI) and sector policy loans to
support national poverty reduction strategies and social reforms were up in 2001. PTI loans
accounted for 33.2% and 48.3% by volume and number of investment operations approved
in 2001, compared to the 2000 levels of 31.7% and 40.7%. SEQ sector loans made up
42.4% and 61.5% by volume and number of operations, respectively, of aggregate 2001
sector loan approvals, well beyond the 13% and 20% of the total that these operations
constituted in 2000. The Bank also has developed and carried out innovative operations in
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the four priority areas singled out for action in its institutional strategy—competitiveness,
social development, modernization of the State, and regional integration—and to support
national poverty reduction strategies and social protection programs. The Multilateral
Investment Fund (MIF), for its part, continued to devote a sizable share of its resources to
projects in the areas of microenterprise, microfinance, youth employment training, and
migrant remittances. Other IDB Group lending products, such as Inter-American Investment
Corporation (IIC) operations to foster the development of small and mid-sized businesses in
the region, contributed indirectly to poverty reduction in the region.

The Bank’s array of nonlending activities in 2001 helped put poverty reduction and inequity
concerns high on national policy agendas in the region. Many of these activities fall within
the action plan in areas of special emphasis, such as support for national poverty reduction
strategies, innovative projects in social and nonsocial sectors whose benefits will accrue
directly to the poor, institutionalization of comprehensive social safety nets, improvements
in tracking progress toward the region’s development goals, and more impact evaluations of
Bank lending operations.

This report discusses many additional activities proposed in the above-mentioned spheres
for 2002. In particular, the Bank is developing its framework strategy for poverty reduction
and social equity promotion as well as strategies for its other paramount objective of
environmentally sustainable economic growth and its four priority sector focuses, explicitly
connected to the objective of poverty reduction and social equity enhancement.



I. INTRODUCTION

1.1 The Bank’s resolute commitment to poverty reduction and the promotion of social
equity in Latin America and the Caribbean has been manifest in its successive
capital replenishments and in the recently launched review of its institutional
strategy. That strategy singles out poverty reduction with enhanced social equity
and environmentally sustainable economic growth as the Bank’s two overarching
objectives.' These action priorities are consonant with the pledge by the region’s
heads of state and of government to pursue the Millennium Development Goals,
notably the target of halving, between 1990 and 2015, the proportion of the
population living in extreme poverty.

1.2 At a meeting on 29 July 2001, the Policy and Evaluation Committee of the Board
agreed that a complete poverty reduction report would be submitted to the
Committee every other year. This report would include quantitative trends in
lending to reduce poverty and promote social equity as well as an analysis of the
impact assessments of such projects. It was further agreed that in alternate years
another report would be furnished updating the information on quantitative trends
in poverty reduction and social-equity enhancement lending and the progress made
in implementing the action plan in areas of special emphasis. The present report,
therefore, describes the main poverty-related activities carried out in 2001 whereas
the more analytical report for 2002 will include the initial findings of the analysis of
the impact that Bank projects with impact assessments were having on poverty and
social equity.

1.3 This report recounts the Bank’s activities and indicators for action areas mandated
by the Eighth Replenishment: (i) quantitative lending program indicators,
specifically the number and volume of operations aimed at poverty reduction and
social equity enhancement (compared with the indicative targets of 40% and 50%
by volume and number of operations, respectively), loans aimed at the poor, and
other IDB Group lending operations; (ii) qualitative aspects of the poverty
reduction/social equity enhancing lending program, singling out a number of
operations that were aptly targeted and/or feature innovative approaches; and
(ii1) the Bank’s nonlending activities, such as support for the generation and
dissemination of knowledge on poverty and its determinants, policy dialogues to
make poverty reduction a top national policy priority, and development of
national poverty reduction strategies, amongst other things. An important
component of the report is a follow-up on the action plan for areas of special
emphasis for poverty reduction, developed by SDS/POV in coordination with the

' See Eighth General Increase in Resources, document AB-1704, and Renewing the Commitment to

Development: Report of the Working Group on the Institutional Strategy, documents GN-2077-1 and
GN-2077-9.
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II.

2.1

2.2

central and regional departments and presented in the 2000 report. Those sections
describe 2001 activities and those programmed for 2002.

Section II of the report is an overview of recent trends in poverty indicators in the
region. Section III presents the quantitative results of the Bank’s poverty
reduction/social equity enhancing lending approved in 2001. Section IV describes a
sample of projects approved in 2001 to support national poverty reduction strategies
and social protection programs and innovative operations in the institutional
strategy’s four priority areas. Section V reports on accomplishments under the
action plan in areas of special emphasis, including nonlending activities in 2001.
Section VI sums up the report’s conclusions.

POVERTY AND INEQUALITY IN LATIN AMERICA AND THE CARIBBEAN

The general consensus is that Latin America and the Caribbean did reduce poverty
in the 1990s but that the gains were modest—roughly a 13% reduction in the
portion of the population living in poverty.” Taking as a poverty yardstick the
percentage of the population subsisting on less than two dollars a day in purchasing
power parity (PPP), 35% of the region’s population were poor in 1999.°

No comparable poverty data for 2000-2001 are available at this writing for
the majority of countries in the region®, but some preliminary inferences can be
drawn about recent regional poverty trends from the findings of numerous studies
that point to a close positive correlation between poverty and economic growth.
One way of characterizing that relationship is to look at the growth elasticity of
poverty, specifically at the percentage change in the poverty rate associated with a
1% increase in per capita income. The usual measure of poverty is some absolute
poverty line, preferably one that lends itself to international comparisons. Recent
elasticity estimates for the region yield values ranging from 1 to 3 depending on the

2

Efforts to characterize recent poverty trends run into methodology issues. Nevertheless, other recent studies

using different methods all point to a moderate decline in poverty in the 1990s. See, for instance, Q. Wodon
et al. (2001), Poverty in Latin America: Trends (1986-1998) and Determinants, World Bank.

From data in J. Behrman, N. Birdsall and M. Székely (2001), Pobreza, Desigualdad y Liberalizacion
Comercial y Financiera en América Latina [Poverty, Inequality and Trade and Financial Liberalization in

Latin America], Inter-American Development Bank.

Table 5 in Appendix I presents the most recent estimates of the incidence of poverty in each country.

Because these figures are based on national poverty lines and come from different sources, an overall figure
for the region cannot be determined.
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poverty line used.” The evidence also speaks of a diversity of experiences with
growth spells and changes in poverty: in some countries and over certain intervals,
economic growth achieves considerable inroads against poverty; other countries are
less successful. How quickly growth reduces poverty depends in large measure on
the initial income disparity and how it changes over time, and on the pattern of
growth. To account for the effect of the initial income distribution, elasticity
coefficients can be adjusted for inequality measures in each country (using, for
instance, the Gini coefficient). Such adjustments are particularly apposite for Latin
America and the Caribbean given the pronounced levels of inequality across the
region.

According to recent per capita income figures for the region and findings of the
above-mentioned studies, there was a steady decline in the incidence of poverty
(measured as the percentage of the population living on less than two dollars a day
PPP) until the late 1990s but the improvement appears to have halted in 2001.° A
drop in regional per capita income in 1999 did edge up poverty figures, but robust
growth in 2000 apparently reduced poverty below 1998 levels. The projections
tentatively suggest that the region’s poverty rate fell by 1 to 1.5 percentage points
between 1998 and 2000. But in 2001, to judge from estimates of a moderate drop in
per capita GDP, poverty figures appear to have worsened slightly. Today, over one
third of the population of Latin America and the Caribbean continue to live in

poverty.

2.4 These recent poverty trends as inferred from economic growth reports in the region

are consistent with changes in regional indicators of unemployment and real wages.
According to ECLAC data, the region’s unemployment rate climbed from 7.9% to
8.8% between 1998 and 1999 and held steady at 8.4% in 2000 and 2001. Available
data on average real wages show their performance to echo that unemployment
trend.

5

For instance, taking an elasticity of 1 and a referential poverty rate of 34%, a one percent rise in per capita
income would lower the poverty rate to 33.7%. For recent estimates see Ravallion and Chen (1997), “What
Can New Survey Data Tell Us About Recent Changes in Distribution and Poverty?”, World Bank
Economic Review, 11 (2), 357-382, and ECLAC (2001), Social Panorama of Latin America (the latter
based on national poverty lines).

The projections adjust for initial inequality levels in each country according to the most recent available
data and assume no change in income inequality in the past three years. Calculations are based on findings
of studies by Ravallion and Chen (1997) and by Ravallion (1997), “Can High-Inequality Developing
Countries Escape Absolute Poverty?”, Economics Letters 56 (1): 51-57, and data on per capita income
increases in ECLAC, Preliminary Overview of the Economies of Latin America and the Caribbean,
2000-2001, Santiago, Chile, Statistical Appendix, Table A-1 and IMF, World Economic Outlook, the WEO
(on-line) database, 2001, Washington, D.C. An appendix providing further methodology details is available
to interested readers.
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A more disaggregated analysis reveals striking differences across the region in
1999-2001 poverty projections owing to differing per capita income trends and
income inequality in individual countries. A number of them reported sustained
growth over that interval; in others, per capita income fell sharply. Overall, the past
three years have seen the majority of South American economies stall while some
other countries in the region were posting healthy growth figures.’

These are indicative projections only: as was noted earlier, changes in poverty do
not depend solely on economic growth performance. Growth patterns, growth-
driven shifts in the income distribution, the efficacy and scope of social and
economic policies, and country-specific features may also have had some bearing
on the ultimate effect of growth on poverty reduction in the region over the last
three years. Be that as it may, if the region hopes to achieve the international goal of
halving poverty by 2015 it is imperative that countries strive to return to a strong
growth path and take specific steps to make sure the benefits of growth reach the
poor and help propel the economy. These concerns are addressed in depth in the
Bank’s strategy for poverty reduction and social equity promotion currently being
developed.

Insufficient income and disparities in income distribution are not the only
characteristics that define poverty. The income poverty indicator does not capture
the great strides that countries across the region have made in other areas of well-
being. In particular, human development indicators have improved significantly.
Hence, the region shows progress in a substantial number of the goals set by the
United Nations in its Millennium Development Targets. Based on the most recent
preliminary data, the progress made in the region to fulfill some of these targets is
as follows:

Halving extreme poverty between 1990 and 2015. Not enough progress has been made
towards achieving this goal over the last decade. The percentage of people living on
less than a dollar a day in terms of purchasing power parity (PPP) fell by approximately
10% and the percentage of those living on less than two dollars a day in terms of PPP
by about 13%.

Universal access to primary education by 2015. The progress made in attaining the
goal of universal access to primary education has been adequate, with net enrollment
increasing from 89% in 1990 to 97% in 1998. However, the recent Summit of the
Americas proposed a stricter target for 2010 that included factors of education quality,
universal access, and retention in primary school of boys and girls, and 75% coverage
for young people in secondary school.

7

The gap between the different subregions is even more pronounced when one considers that inequality is

relatively less pronounced in the fastest-growing countries in the Central America and Caribbean subregion,
which makes for greater growth-poverty adjusted elasticities.
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Gender equality in primary and secondary education by 2005. This target implies
building on the success achieved in most countries in the region, where in the early
1990s the differences in basic schooling for boys and girls had virtually disappeared.
The ratio of girls to boys in primary and secondary school remained at around 99%
between 1990 and 1998.

Reducing infant mortality and mortality in children under 5 by two thirds between 1990
and 2015. Since 1990, relatively rapid progress has been made in the region in reducing
these indicators. Between 1990 and 2000, the mortality rate for children under 5 had
declined by 26%, to 36.7 per 1,000 live births. Infant mortality (children under one
year) was down by 30% to 29 per 1,000 live births by the end of the 1990s.

Reducing maternal mortality by 75% between 1990 and 2015. Unfortunately, there are
no reliable data on maternal mortality for the previous decade. Figures available for the
last five years suggest that the relative progress made in the region prior to the early
1990s stagnated over the ensuing decade at an average rate of approximately 86 deaths
per 100,000 live births. However, since the coverage of reproductive health programs
and prenatal consultation and the proportion of births attended by qualified health
professionals tend to increase over time, it is possible to foresee improvements here
provided that the main risk factors associated with maternal mortality are addressed.

Checking and reversing the spread of HIV/AIDS, malaria, and other serious illnesses
by 2015. Over the last four years, the rate of adults at between 15 and 49 years of age
infected with HIV/AIDS in the region has stabilized between 0.5% and 1%. In the
Caribbean area, the rate is closer to 2%. Generally speaking, the prevalence of HIV
infection is greater in men although the infection rate in women is rising rapidly. For
other infectious diseases, such as malaria and dengue, some headway was made during
the 1990s

Ensuring environmental sustainability. This goal as well as the global alliance for
development still require a more precise international definition of quantitative targets
and measurement indicators. Amongst the issues raised at the most recent Sustainable
Development Summit in Johannesburg were the major advances in the region in terms
of access to drinking water and sanitation. The percentage of the population without
basic services declined by approximately one fifth between 1990 and 2000. It is
important to note that during the 1990s, fourteen countries in the region were ranked
amongst the 40 countries with the world’s fastest deforestation rates.

In hanging on to the advances in some of the nonmonetary indicators associated
with the WDT and in seeking to fulfill the international goal of halving poverty by
2015, efforts to restore growth in countries in the region must be resumed together
with specific initiatives to ensure that the benefits accrue to the poor and help to
speed up the pace of growth. These issues are described at length in the Bank’s
poverty reduction and social equity enhancement strategy now in preparation.




III. POVERTY REDUCTION/SOCIAL EQUITY ENHANCING LENDING IN 2001
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In 2001 the Bank continued to demonstrate its firm commitment to the objectives of
reducing poverty and promoting social equity in the region. The chief quantitative
indicators of its poverty reduction/social equity enhancement (SEQ) lending
program marked an improvement over the 2000 figures, surpassing the Eighth
Replenishment indicative targets. Tables 1-3 in Appendix I provide a detailed
breakdown for 1995-2001.°

SEQ loan approvals in 2001 came to US$4,203.7 million, up from
US$2,714.1 million in 2000 (see Figure 1). The SEQ figure represented 53.7%, by
volume, of overall lending that year, exceeding both the 2000 level of 51.8% and
the Eighth Replenishment 40% indicative annual target. In terms of number of
operations, the 48 SEQ loans approved in 2001 (up from 37 in 2000) accounted for

Figure 1: SEQ Share of total loan approvals, 1999-2001
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59.3% of total 2001 approvals, above the Eighth Replenishment 50% indicative
annual target and the 2000 figure of 46.8%. In cumulative terms, 1994-2001 SEQ
approvals made up 44.6% of aggregate lending by volume, surpassing the
40% cumulative target. In numerical terms they accounted for 46.2% of total
loans—still short of the 50% cumulative target. But the percentages are trending up:
whereas between 1994 and 1998 SEQ lending accounted for 41% and 42.4% of the
total by volume and number of operations, respectively, achieving only the
indicative target for lending volume, between 1999 and 2001 the respective shares
rose to 51% and 51.9% of total lending, thus surpassing both targets.

8

Appendix II lists the current classification criteria and explains how they have changed over time.
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Table 2 breaks down SEQ lending by country group. One highlight is the rise in the
SEQ share of total number of loan approvals in all country groups. The sharpest
increase was in the Group C countries, which saw their SEQ share jump from
18.2% in 2000 to 64.3% in 2001, more than regaining the pre-2000 level. The
Group D countries continued to post the highest SEQ share of total loan numbers
(68.6%) in 2001. In volume terms, the SEQ portion of lending to Group C countries
that year was 56.9%, up considerably from 11.4% in 2000; in Group A countries
the SEQ share climbed from 46.4% to 51.9% over that interval. In 2001, as in
previous years, the Group D countries had the highest proportion of SEQ operations
in total lending volume, at 80.9%. In the Group B countries, SEQ lending in 2001
was down in volume and as a percentage of the total.

Table 3 and Figure 2 give sectoral breakdowns of SEQ lending. The year 2001 saw
an increase in the proportion of poverty reduction/social equity enhancing social
projects, with notable rises in volume and number of social investment operations
that addressed such pressing and diverse needs as support for implementation of
comprehensive poverty reduction strategies, comprehensive services for indigenous
and Afro-descendant communities, labor market modernization, local development
programs, and improvements in transfers to the poor, tying these to human capital
investment. Likewise noteworthy was the increase in education sector lending. The
SEQ share of social sector lending climbed, in terms of operation numbers, from
59.5% in 2000 to 64.6% in 2001; by volume the increase was from 63.7% to
68.4%. As for SEQ projects in nonsocial sectors, the number of SEQ approvals for
modernization of the State was up appreciably in 2001 as was lending for SEQ
productive-sector projects.

Figure 2: Percentage distribution of SEQ lending volumes, 2000-2001
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Poverty targeted investment (PTI) lending—one segment of SEQ lending—trended
up in 2001 with the approval of 28 PTI loans, up from 24 the previous year. These
operations accounted for 48.3% of investment loan approvals in 2001 compared to
40.7% in 2000. PTI lending increased in volume terms as well, from US$1,125.2
million in 2000 to US$1,461.7 million in 2001, taking its share of the total from
31.7% to 33.2% during this period.

In 2001 the Bank also approved more sector loans (in percentage share and volume
terms) to support policy initiatives intended primarily to benefit the poor and thus
qualifying as SEQ projects. There were eight SEQ sector loan approvals that year
compared to a single such operation in 2000. The eight loans represented 61.5% of
total sector loan approvals in 2001—triple the 2000 figure of 20%. By lending
volume, SEQ sector operations approved in 2001 came to US$1,325 million
compared to US$150 million in 2000, marking a percentage increase from 13% to
42.4%. Among the SEQ sector loans approved in 2001 were operations supporting
national poverty reduction strategy implementation in Bolivia and Honduras and
others to help improve the poverty focus on social protection systems, social
services, and transfer programs in Brazil, Colombia, the Dominican Republic and
Jamaica. These sector loans do not qualify as PTI operations, that classification
being reserved to investment lending. Other noteworthy operations outside the PTI
universe were education-sector loans with subcomponents providing direct benefits
for the poor, such as support for a study grant program for poor secondary school
students in Argentina and for employment training programs for poor young people
in Bolivia. Some other non-PTI operations are technical cooperation and private
sector projects that stand to benefit the poor directly. However, all these operations
can classify as SEQ lending, which thus is a more complete indicator of the Bank’s
direct efforts in support of poverty reduction and social equity promotion.

MIF and IIC contributions

In 2001 the MIF continued to devote a substantial share of its funding to poverty
reduction and social equity promotion, having approved 27 projects to provide
support for microenterprise and microfinance (US$18.4 million), youth
employment training (US$10.8 million) and family remittances (US$8.3 million).

The MIF is continuing to help microfinance NGOs upgrade to regulated financial
institutions, through investment and technical assistance facilities. To judge from
the success of its first two investments in financial intermediaries—Financiera
Calpia in El Salvador and Caja Los Andes in Bolivia—this kind of investment can
yield returns and perform a social role at the same time. This is an important
consideration for attracting enough capital to the microfinance sector to meet the
region’s needs. In 2001 the MIF approved its first bond purchase in the Caribbean,
which will enable the firm Caribbean Microfinance Limited to expand its services
to microenterprises in Trinidad and Tobago, Barbados and Guyana. After some
successful exits the MIF’s active investment portfolio stands at US$27.5 million in
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microfinance institutions and US$155 million in equity funds. In addition, under its
Line of Activity program the MIF approved US$2.4 million in 2001 for
institutional strengthening of ten microfinance institutions in the region.

A MIF-funded regional employment training initiative is structuring partnerships
between NGOs, training centers, and the business community to train young people
and ultimately help them find jobs in the information technologies sector. Another
regional project is developing business skills in indigenous youth in Chile, Ecuador,
Paraguay and Peru.

Continuing its pioneering work in new development niches, the MIF is drawing
attention to the importance of family remittances for the region’s economy. These
funds sent by migrant workers to their home countries contribute significantly to
many economies, in some countries accounting for over 10% of GDP. In May 2001
the MIF sponsored the first regional conference on remittances, and subsequently
developed a series of projects that are testing new approaches to lower the cost of
these transfers and magnify their economic impact. These include the creation of
equity funds to help returning migrants start businesses and pilot projects to bring in
new technologies that can lower the cost of transfers and involve the formal
financial system more in this area.

Other IDB Group lending operations are indirectly helping to reduce poverty in the
region, notably Inter-American Investment Corporation (IIC)loans and equity
investments. These operations have been fostering the establishment, expansion and
modernization of numerous small and mid-sized private enterprises in Latin
America and the Caribbean. Over the past twelve years, US$1,010 million in IIC
commitments have benefited an estimated 2,590 small and medium-sized
businesses in the region, helping directly or indirectly to create over 205,000 jobs in
the process. The sixteen IIC loans and three equity investments approved in 2001,
totaling US$128 million, will help create more than 38,000 jobs in the region in the
coming years.
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IV. POVERTY REDUCTION/SOCIAL EQUITY ENHANCING LENDING IN

4.1

4.2

4.3

PRIORITY AREAS

In 2001 the Bank approved 48 poverty reduction/social equity enhancing projects in
countries in the region. The sample of approved projects summarized in this
section, with their innovative design features, are supporting interventions in each
of the four priority areas of the Bank’s institutional strategy, national poverty
reduction strategies, and moves to strengthen social safety nets in Latin American
and Caribbean countries.’

Competitiveness

In Peru, the second stage of the National Rural Transportation Infrastructure
Program (PR-2585), with US$50 million in funding, is giving poor rural residents
better access to social and economic services by providing them with a dependable,
integrated rural road system. The anticipated benefits are a sharp reduction in travel
costs and times, a larger and more diversified supply of transportation services, and
readier access to social services like education and health care and economic
services such as regional markets, supply of agricultural inputs, rural extension
services, etc. A more accessible and dependable transportation system will boost
the economic capacity of the roads’ service areas and hence their income-
generation prospects. On the institutional side, the capacity the program will build
in provincial municipalities will equip them to plan and manage road systems in
their jurisdictions, improving coordination with the districts and resource use, with
particular attention to road system maintenance.

The primary aims of the Multiphase Training and Employment Support Program
in Mexico (PR-2644), with a US$300 million first-phase loan, are to improve
employment assistance facilities for underemployed workers and the unemployed,
help active workers become more productive and competitive, and improve labor
market policy evaluation. The program will help government-run employment
services operate more efficiently and reach more workers and job seekers, thereby
lowering job search costs and businesses’ recruitment costs and helping more of the
unemployed find work. The program also will augment the technical resources and
funding available to train workers on the job, thereby enhancing the productivity of
microenterprises and small and mid-sized businesses and their workers and making
them more competitive.

9

The projects were selected by SDS/POV on the basis of inputs received from the Bank’s three regional
departments. Appendix I lists all poverty reduction/social equity enhancing loan approvals in 2001.
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The US$90 million Program to Support Sustainable Development in
Pernambuco’s Mata Region in Brazil (PR-2619) calls for investments to make
more and better-quality basic municipal services available to the poor and for
management capacity building in municipal governments, sustainable natural-
resources management, and diversification of the region’s economy. Two
innovative features of this program are: (i) investments to strengthen civil society,
so as to give the public an effective voice in participatory investment planning
forums, and (ii) tying municipal infrastructure investments to municipal fiscal
performance indicators. The program will promote sustainable economic activities
in the region, funding technical assistance services, training, technology
dissemination and business advisory services for farmers with small and mid-sized
operations and nonagricultural microentrepreneurs in the region.

Social development

The objective of the US$500 million Sector Program to Build Human Capital in
Brazil (PR-2636) is to improve federal income-based transfer programs for poor
households so these families can build human capital and help break the vicious
circle of poverty. Brazil’s Bolsa Alimentagdo and Bolsa Escola programs, the child
labor eradication program, and the youth-support program Agente Jovem transfer
cash directly to poor families in exchange for a set of commitments having to do
with health care, nutrition, education and training. In the education area, for
instance, families pledge to make sure that their children attend school, the aim here
being to lower dropout rates and improve student performance. This sector program
is helping to improve targeting and evaluation of the aforementioned programs’
implementation and impact, to be able to report on their targeting, efficiency and
effectiveness and improve them accordingly.

The Comprehensive Indigenous Community Development Program in Chile
(PR-2562), with US$35 million in Bank funding, has as its central aim the
improvement of living conditions of Mapuche, Aymara and Atacameio
communities, fostering their advancement but preserving their cultural identity. The
projects comprising this program will promote productive rural activities, bilingual
intercultural education, improved access to the intercultural health services
network, and community and organizational development of indigenous peoples.
One key feature of the program is the voice it gives to the beneficiaries in
developing its strategy and implementation plan. Another is the gender perspective
in its activities, giving indigenous women avenues to decide on their own priorities
and the form their participation in the program will take.

Modernization of the State

The Local Development and Fiscal Accountability Program in Bolivia (PR-2565),
funded by a US$47 million loan, will help that country improve municipal
management efficiency in order to expand and improve the quality of local service
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delivery, particularly in the poorest communities. The program’s contribution to
that end will take the form of direct support for municipal investments, with
funding for local development projects, and improvements in the municipal sector’s
institutional apparatus and financial framework. There are explicit targeting and
performance mechanisms in the project to help reduce poverty and enhance social
equity. Specifically, it seeks to smooth interregional disparities through a financial
compensation arrangement favoring localities with the weakest resource base and
highest poverty rates.

Integration

The US$22 million Trinational Program for Sustainable Development in the
Upper Lempa River Basin (PR-2586) is intended to improve the quality of life of
residents of this zone shared by El Salvador, Guatemala and Honduras, through
actions to further sustainable development and break the vicious cycle of poverty
and natural resources degradation. Among the program’s anticipated benefits are
gains for farmers (most of them poor) when they diversify crops and boost yields
after adopting farming and soil conservation techniques; benefits ensuing from
economic diversification projects aimed at boosting earnings from gainful off-farm
activities; and public environmental, sanitation and natural disaster prevention and
mitigation benefits for people across the region. The program also will strengthen
local governments and improve the coordination of efforts to resolve problems
common to the three countries sharing this border area, thereby further benefiting
the region’s economy.

National poverty reduction strategies

The Social Sector Program in Support of Bolivia’s Poverty Reduction Strategy
(PR-2640), with US$40 million in Bank funding, is assisting with this strategy’s
implementation while working to preserve macroeconomic stability in Bolivia.
Support will be provided in the program to institutionalize the office responsible for
monitoring the strategy, come up with quantitative and qualitative indicators for the
monitoring process, give civil society more input into government decision-making,
and set in place mechanisms for societal oversight and monitoring of public
policies. One of the program’s priorities is spending on social programs that are
crucial for human capital development of the poor during fiscal adjustment
episodes. Other planned actions will help ensure timely delivery to indigenous and
aboriginal communities of the kinds of social services these groups require, and
firm up a public gender equity policy.

The Program of Support for Implementation of Honduras’s Poverty Reduction
Strategy (PR-2603), for US$30 million, will help Honduras revamp its public
policy development and public resource allocation framework to target it to the
poverty reduction objective, taking a cross-sectoral, transparent approach. The
program is helping to develop mechanisms to monitor the poverty reduction
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strategy’s implementation along with financial instruments needed to channel and
track debt relief funds. It also will help create a participatory environment in which
civil society has a say in the strategy’s design, implementation and monitoring, so
as to give priority to programs that most directly address the needs of the poor and
provide for an ongoing social audit of the process and its outcomes.

Social protection

The aim of the US$390 million Social Reform Program in Colombia (PR-2639) is
to heighten the impact of social spending and make it more effective, ensuring
rational, sustainable capital investments and cushioning the social impact of
economic crises. This sector program will support the creation of transparent
countercyclical mechanisms to fund social protection programs aimed at the poor
and the vulnerable, in order to curb increases in poverty in times of economic
upheaval. Social expenditure targeting instruments will be refined and made more
transparent, for application nationwide. Other health and education initiatives and
measures to assist vulnerable groups will make social spending more efficient, and
lowering nonwage labor costs will provide incentives for job creation.

The primary objectives of the Social Safety Net Reform Program in Jamaica
(PR-2612), with US$60 million in funding, are to facilitate the restructuring and
improve the targeting of programs comprising Jamaica’s social safety net and
protect basic spending on health care, education, and social protection during
periods of stiff fiscal adjustment. The program will make for more rational social
spending by merging the country’s three core transfer programs—Food Coupon
Program, Poor Relief, and Economic and Social Assistance Program—which assist
roughly 15% of the country’s poorest and most vulnerable. A new beneficiary
selection tool common to all these programs will be developed. The volume of real
spending on pre-identified health, preschool, primary and secondary education, and
social security reform programs will be protected. A parallel technical cooperation
operation will help build monitoring and impact evaluation capacity in the local
institutions that operate these programs.
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V. PURSUIT OF THE ACTION PLAN IN AREAS OF SPECIAL EMPHASIS

The Bank also contributes to the fight against poverty and the promotion of social
equity in the region by way of its array of nonlending activities on a number of
fronts mandated in the Eighth Replenishment. These include support for
improvements in poverty and standard of living data, analyses of determinants of
poverty, efforts to make poverty reduction a policy priority in the countries, and
assistance to countries in developing their national poverty reduction strategies.

The Bank continues to spearhead the generation and dissemination of knowledge
about poverty and inequality in the region by way of improvements in surveys and
measurement of living conditions in the region, support for and conduct of research
projects, and dissemination of good practices. It continually encourages and
facilitates dialogues and consensus-building around poverty reduction and equity
enhancement goals through its programming exercises, high-level policy dialogues
with country authorities (encerronas), country strategies, country and regional
policy dialogues, seminars and conferences. The Bank has stepped up its support
for the development of national poverty reduction strategies with specific indicators
and targets to monitor and evaluate efforts and outcomes. This section summarizes
the Bank’s main activities in these spheres in 2001 and those slated for 2002 in
pursuit of the action plan in areas of special emphasis.

In concert with the central and regional departments, SDS/POV drew up an action
plan in 2001 to promote Bank activities in areas of special emphasis for poverty
reduction and social equity improvements. The plan was presented to the Board of
Executive Directors as part of the 2000 annual report on the Bank’s poverty
reduction and equity promotion activities (GN-2166-1). Pursuant to the
recommendation of the Board’s Policy and Evaluation Committee on 26 July 2001,
this report gives an update and reviews the status of the action plan activities.

The plan is concordant with recommendations in the Bank’s institutional strategy,
in particular with its new poverty reduction and social equity promotion strategy
currently being developed. The latter is premised upon a multidimensional concept
of poverty encompassing four interrelated issues that have a bearing on human
welfare: income and asset levels too low to meet basic needs; low human
development; the inability of the poor to shield themselves against and manage
shocks that can erode their income or assets; pervasive social problems, and barriers
to social and political participation. At work in the strategy is the idea that
economic growth and macroeconomic stability are necessary but not sufficient
conditions for poverty reduction. A comprehensive poverty reduction strategy
requires a cohesive package of economic and social policies on the aforementioned
fronts to make sure that the poor benefit equally—if not more than the nonpoor—
from growth. What is needed particularly are simultaneous initiatives to create
economic opportunities for the poor and excluded; give them better access to
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physical and social infrastructure; tackle structural inequities in the distribution of
assets (in education, for instance); remove the social barriers that still shut out some
groups by reason of ethnicity, gender, or disability, and foster development with
identity of indigenous and Afro-descendant groups; put comprehensive social
protection systems in place; leave the poor less vulnerable to the kinds of social
problems that impair their quality of life, and assist in the development of more
efficient, effective, accountable institutions that are sensitive to the needs of the
poor. These actions cut across the Bank’s four priority action focuses—
competitiveness, social development, modernization of the State, and regional
integration—the ultimate aim being to heighten the impact of growth on poverty
reduction while helping to spur growth.

To that end, the action plan enumerates activities in a number of areas of special
emphasis, centering on five sets of actions: (1) support for development and
implementation of national poverty reduction strategies with targets and indicators
of effort and outcomes, linked in with the Bank’s country policy dialogues and
enriching the content and broadening the scope of its country strategies for poverty
reduction policy and program purposes; (2)identification, promotion and
implementation of innovative projects in nonsocial areas that afford direct benefits
to the poor; (3)assistance to institutionalize comprehensive social protection
systems that include prevention and management of adverse shocks (economic
crises, natural disasters, unemployment, disability, illness, and so on), social safety
nets, and labor and social policies; (4) identification, promotion and implementation
of innovative social-sector projects that directly benefit the poor; and (5) better
monitoring of progress being made toward the region’s development goals,
including impact evaluations of the Bank’s lending operations.

The following is a concise, selective summary of the main action-plan activities
carried out in 2001 and those proposed for 2002." The final section of this report
summarizes the action plan; a matrix in Appendix I gives details on activities and
the responsible departments and divisions.

Poverty reduction strategies

Poverty reduction strategies are medium- and long-range action plans, subject to
periodic review, that are drawn up by national governments after extensive
consultation with national stakeholders and the international community. In 2001
the Bank continued its support for development and implementation of such
strategies in Bolivia, Guyana, Honduras and Nicaragua, by way of technical
cooperation and assistance within the framework of the Heavily Indebted Poor

10

The list of 2002 projects being prepared and negotiated is based on the proposed project pipeline (“pipeline

A”) as of the first quarter of 2002 and on individual regional department inputs. Some of these projects
likely will not be approved in 2002, and new ones might be added to the pipeline later on.
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Countries (HIPC) Initiative, and began work to assist in the development of poverty
reduction strategies in the Dominican Republic and Guatemala.

In Bolivia, a multidivisional technical team closely tracked the National Dialogue
process and provided support for the development of Bolivia’s poverty reduction
strategy (PRS). The Bank provided funding for this National Dialogue and
monitored its outcomes, coordinated the Anti-Poverty Group made up of
representatives of the international community in Bolivia with that objective, and
furnished technical support on the PRS content and methodology issues. The Bank
also supported the strategy’s implementation through the sector program described
in paragraph 4.9. For Honduras, the Bank approved three technical cooperation
operations to support the indicators system, monitoring and evaluation, and PRS
consultations. It took part in various technical support missions, prepared comments
on successive PRS drafts, and approved a sector loan to assist in the strategy’s
implementation (see paragraph 4.10). In continuing support of Nicaragua’s PRS,
the Bank approved technical cooperation to support the indicators system and
evaluation, and prepared comments on successive versions of the PRS.

As for the non-HIPC countries, the Bank is assisting Guatemala in developing its
PRS by way of a technical cooperation project approved last year, two technical
assistance missions, comments on PRS drafts, and ongoing support from the Bank’s
Country Office. In the Dominican Republic the Bank’s initial support for
development of a PRS took the form of a social sector loan. It also approved
technical cooperation to set up and fund technical support for the unit in charge of
the strategy’s development.

In the near term the Bank expects to continue supporting PRS strategy development
work in the above-mentioned countries and to promote PRS exercises in other
countries in the region that indicate an interest in this kind of initiative, among them
Peru and Paraguay. In 2001 a working group composed of SDS and the regional
department country and social divisions launched a review of various facets of
Bank support for poverty reduction strategies, pursuing three core objectives:
(1) summarize and analyze lessons learned to date in Bank support for these
strategies, to identify major issues and opportunities for future Bank action;
(i1) devise guidelines for the Bank’s involvement in poverty reduction strategies in
non-HIPC countries, including middle-income countries; and (iii) contribute to
external evaluations of the PRS development process of organizations such as the
World Bank and International Monetary Fund.

The Bank’s support for PRS development and implementation interfaces also with
its country dialogue process. Hence, the action plan addresses the need to enrich the
content and broaden the scope of country strategies in the matter of poverty
reduction. These strategies should progressively come to contain concrete proposals
on policies and projects to directly benefit people living in poverty and extreme
poverty, based on a diagnosis of poverty’s chief determinants. This extends to
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countries that have yet to begin developing a PRS. In 2001 the Bank completed its
Mexico country strategy, which makes poverty reduction a core focus of activity.
Preparatory work began on the Bolivia country strategy, drawing on an evaluation
of the main strengths, weaknesses and risks for implementation of that country’s
PRS activities and updating the pipeline to create a framework for discussion of
Bank support to Bolivia in the priority spheres established in the PRS with the new
authorities. The work plan for the country strategy stresses such issues as the
cross-cutting nature of poverty, which will demand closer coordination between
Bank divisions and departments, analytical work to advance the PRS’s
implementation, and the need to ascertain the views of other international
cooperation agencies on these issues. Work began on the Haiti country strategy but
was postponed until the country’s political situation stabilizes.

5.12  Country strategies are expected to be completed in 2002 for Honduras, Nicaragua,
Peru and Costa Rica as well. The central focus of the first two is poverty reduction,
through support for each country’s PRS implementation; for Costa Rica, enhancing
competitiveness is the prime country strategy focus. In the Peru strategy the
emphasis is on human capital investment and better targeting of social spending as
key elements in combating poverty.

5.13 In 2002 a multidepartmental team led by SDS/POV will develop the Bank’s
poverty reduction and equity promotion strategy to guide Bank work in this area.
According to the tentative table of contents the strategy underscores the need for:
(a) quantitative objectives and targets for reducing poverty and enhancing equity in
the region; (b) specific policy initiatives in the areas of opportunities, human
development, social protection, social prevention, and political and social inclusion
to make swifter inroads against poverty; and (c) concrete lines of action in the
Bank’s lending and nonlending activities to help achieve this fundamental objective
of the region.

Activities in nonsocial sectors

5.14  To augment the Bank’s support for poverty-targeted investment operations in the
nonsocial sectors, the action plan envisages a long menu of activities to generate
and disseminate knowledge within the Bank and in the countries about innovative
programs in such fields as infrastructure, economic deregulation, financial products,
productive activities, and modernization of the State which can directly enhance the
productivity of the poor and help build more efficient and effective public
institutions.

5.15 In 2002 a multidepartmental team led by RES will develop the Bank’s
competitiveness strategy, which will include specific actions to boost the
productivity of small producing units and the poorest workers, as part of
improvements in the state of competitiveness in the region generally. Some of the
activities aimed directly at the poorest groups that the strategy will be emphasizing |



5.16

-18-

are the strengthening of property rights of the poor, development of finance markets
for small producers and poor workers, microenterprise development and assistance
in building partnerships between microbusinesses and fast-growth sectors of the
economy, basic infrastructure services and extending new information technologies
to the poor, and training for the poor workforce. The Bank’s integration strategy,
headed up by INT, will spell out activities whereby low-income groups can derive
the greatest possible benefits from regional integration and cooperation. This would
include initiatives to maximize the impacts of today’s more open global
marketplace, easier access to new technologies and mounting capital flows to the
region on employment for low-skills groups; assessment of the tax implications of
tariff reductions so that these do not jeopardize social programs; promotion of
infrastructure corridors in urban or industrial enclaves in less developed border
areas; creation of regional public goods such as greater knowledge of poverty’s
causes and effects and best practices for combating poverty; synergies in regional
disaster prevention and mitigation efforts; coordination on health and phytosanitary
standards and regional environmental agreements, and initiatives to secure balanced
participation of countries of different sizes and economic weight.

Infrastructure and financial products

The Bank is placing special emphasis on innovative solutions to basic infrastructure
shortfalls in the region that are a problem primarily for groups living in extreme
poverty. In 2001, SDS/IFM launched a study to identify good contracting practices,
based on incentives for the supply, regulation and supervision of basic utility
infrastructure (energy, telecommunications, water and sewer systems) for the poor.
A multidepartmental group headed by SDS/IFM developed an action plan to
improve property rights adjudication and organized a seminar on identifying
financial instruments for natural disaster risk management, which drew
representatives of investment banks, other financial institutions, and rating
agencies. Out of that gathering came a technical paper outlining lessons learned in
this field. SDS/ICT continued its support for operations that address opportunities
and pitfalls in today’s information and communications technologies for poverty
reduction and equity enhancement. One ongoing focus in 2001 was the
implementation of a technical cooperation operation to assist public agencies and
civil society organizations that are developing and using information technologies
in social programs. SDS/POV sponsored two workshops to develop studies on the
distributional effects of public utilities privatization and deregulation in the region,
and a presentation of preliminary findings at the annual meeting of the Research
Network on Inequality and Poverty. In the sphere of basic housing for the poor,
RE2/FI12 developed a housing strategy and held workshops with government
officials to share information on good practices, and SDS/SOC conducted a review
of housing program loans as an input for development of the Bank’s new social
development strategy. RE2/FI2 began drafting strategy guidelines for sustainable
development of the transportation sector, to identify concrete measures that can
improve passenger transit for low-income people, and pursued specific activities in
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this area in Costa Rica, Guatemala and Panama with support from the MIF and
other technical cooperation resources.

In 2002, SDS/IFM will complete its work to identify good contracting practices for
basic infrastructure services for low-income populations, producing a technical
paper and holding a workshop, and will conduct a technical cooperation operation
to examine the applicability of financial instruments for natural disaster risk
management in three countries in the region. As a contribution to the Bank’s
poverty reduction strategy SDS/POV will produce and disseminate a study of good
practices in basic infrastructure service delivery for the poor and will disseminate
the findings of studies on the distributional effects of privatization in the region.
SDS/ICT plans to develop a proposal for a fund to support studies and pilot
initiatives for information and communications technology use in social
development projects. SDS/IND and RE2/FI2 will finish developing ethno-
engineering guidelines to use in adapting the design, execution and maintenance of
small infrastructure works in ethnic communities to take environmental and
sociocultural considerations into account. SDS/POV and SDS/IFM will produce a
research methodology paper on connections between financial products and
activities and poverty reduction in Latin America and the Caribbean. This initiative
will identify ways of building poverty reduction components into Bank finance-
sector operations right from the design stage, in keeping with agreements that came
out of the recent Summit of the Americas in Quebec City on developing financial
products for groups of few means. When this methodology paper is finished, case
studies will be commissioned and workshops and a conference will be organized in
2002 to share and discuss the initiative’s results and outputs. RE1/FI1 plans to carry
out a regional study on urban transportation and poverty and an analysis of credit
access for SMEs in Chile and to publish a book on second-generation reforms in
infrastructure services. RE2/FI2 will complete and disseminate strategy guidelines
for urban transport and will develop activities in this area in El Salvador and
Honduras. A planned RE2/EN2 regional workshop on water and sanitation system
reform will seek to harmonize approaches for giving the poor in Central America
better access to affordable water and sewer services.

Development of microenterprise and the rural economy

In 2001, as in the past, the Bank actively supported activities in the productive
sectors and microenterprise development to open up more productive opportunities
for poor residents of rural and marginal urban areas. SDS/MSM continued to
promote microenterprise development in the region and to disseminate best
practices for microfinance, business development services and policy and
regulatory reforms, by way of the IV Forum on Microenterprise, “Innovation for
Microenterprise Development”, held in Santo Domingo, Dominican Republic. The
first competition was organized under the program of support for innovation in
financial and business development services for microenterprise, which was created
to foster replicable, high-quality, innovative initiatives to improve microenterprise
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efficiency and raise the standard of living of the region’s microentrepreneurs.
Another program approved in 2001 will help develop local microfinance
institutions to provide nimble, efficient financing for technical assistance to
improve the operation of microfinance institutions in low-income countries, guided
by principles of efficiency and operational and financial sustainability.

In 2001 the Bank approved 18 projects under the Social Entrepreneurship Program,
totaling US$6.2 million, which are helping to improve the quality of life of low-
income groups through operations to strengthen beekeeping cooperatives in
Paraguay, assist Garifuna women producers and marketers of yucca-based
products, diversify agricultural activities in indigenous communities in Cayambe,
Ecuador, support Brazilian small-scale rural flower producers, and other ventures.
Ten projects were approved under the “Line of Activity for Strengthening of
Microfinance Institutions” program, for a total of US$2.4 million. The
microentrepreneurs and low-income individuals who are the end-beneficiaries of
this activity line will receive technical cooperation and gain access to a larger menu
of sustainable, higher-caliber financial services more closely geared to their needs.
According to a recent evaluation, this initiative is proving to be an effective tool for
institutional strengthening of microfinance institutions.

In the rural development sphere SDS/RUR conducted various activities provided
for in the action plans of the rural poverty reduction strategy and the agrifood
development strategy. This included studies on investment in off-farm rural
activities, land lease markets, rural telecenters, lessons learned from European rural
and municipal development experiences, and a rural finance strategy. Cooperation
on rural development issues with other agencies and organizations was bolstered
through the Bank’s participation in the Inter-Agency Group on Rural Development.
RE2/EN2 produced a study on agrifood policy, competitiveness and rural poverty
in the Dominican Republic, which served as an input in preparing an operation to
assist in the competitive transition of the agrifood industry, incorporating facilities
to directly benefit small-scale producers. That division also produced papers
exploring short- and long-range solutions to the crisis affecting Central American
coffee producers and staged a seminar in Guatemala on rural economic
development in Central America. RE3/EN3 prepared a sustainable rural
development strategy that analyzes rural development experiences in Andean and
Caribbean countries, and developed guidelines to underpin the Bank’s future work
and dialogues with the authorities of those countries and tools for their
implementation, with due regard to each country’s institutional environment.

INDES set up and operated workshops on the design and management of social
policies and programs to combat rural poverty in the Dominican Republic and
Nicaragua, aimed at senior officials involved in the design and management of rural
poverty reduction programs. Participants explored some alternative social policy
avenues for poverty reduction and looked in depth at management challenges
facing the organizations engaged in that process. Presentations were given on
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successful experiences within the region and elsewhere. INDES has published some
of the workshop documents as Working Papers. In collaboration with the Japan
Program and the Bank’s office in Japan, INDES organized a seminar in Shimane,
Japan, to advance knowledge about rural poverty reduction efforts and build
capacity for that purpose. This event, which drew academics and managers from
Asia and Latin America, offered a forum for professionals working in this field in
those regions to share experiences and develop important contacts.

In 2002, SDS/MSM will continue to spur microenterprise development and
disseminate good practices by way of the V Forum on Microenterprise. With the
MIF it will conduct the second competition under the innovation initiative for
financial and nonfinancial services for microenterprise. Drawing on lessons learned
in evaluations of the first line of activity, a second line for US$10 million was
approved to help strengthen microfinance institutions. The Social Entrepreneurship
Program proposes to fund 16 projects, among them operations intended to: reduce
poverty among microproducers in Tucuman, Argentina; support Cooperativa
Nuevo Horizonte in Guatemala; provide microcredit for indigenous women in Peru,
and develop sheep-farming operations on micro and small holdings in Nicaragua.
SDS/RUR will carry out various activities in pursuit of the Bank’s rural poverty and
agrifood development strategies, including a regional conference on rural
development, studies on rural finance, farm technology, and intellectual property
rights, and will continue tightening cooperation ties with the Inter-Agency Group
on Rural Development and GTZ, Germany’s technical cooperation agency. A
planned RE1/EN1 publication will set out guidelines for a rural development
strategy in Bolivia. RE2/EN2 plans to develop a strategy for actions for the coffee-
producing sector in the Central American countries and to support the Government
of Guatemala in developing that country’s poverty reduction strategy. RE3/EN3
will develop a program to foster competitiveness and rural employment in Peru and
a sector study on Jamaican agriculture.

Modernization of the State and civil society participation

The Bank is continuing to accord special attention to the interrelationship between
poverty reduction and social equity promotion efforts and its activities in support of
modernization of the State and strengthening of civil society. In 2001 SDS/SGC, in
coordination with other Bank divisions involved with modernization of the State
issues, continued work on a strategy framework for implementation of mechanisms
and avenues for citizen participation in the various spheres of Bank activity. The
third and fourth meetings of the Social Equity Forum, organized by SDS/POV,
looked at the roles of politicians, lawmakers and civil society organizations in
increasing transparency, strengthening accountability and promoting social equity.
At the first two meetings of the Network of Policy Makers on Poverty Reduction
and Social Protection, Nobel prize winning economist Amartya Sen delivered a
lecture on lessons learned from experiences in India and other countries on which
Latin America could draw as it takes aim at poverty. The participants also heard
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presentations on studies of good practices in poverty strategies, social investment
funds, and other topics. RES completed studies of the Research Center Network on
unions and labor reform. On the subject of modernization of the workings of
government, SDS/SOC produced discussion papers as inputs for the development
of operational guidelines for Bank support to local government development
initiatives, focusing particularly on planning and management, infrastructure, and
public services delivery. INDES expanded on its initiatives to train social managers
in the region, running twelve regional training events to modernize the management
of social policies and programs and enhance their design. The Women’s Leadership
Program (PROLEAD)is continuing its work to bolster women’s political
participation and representation, with special attention to indigenous and
Afro-descendant women. In 2001 PROLEAD awarded close to US$1 million in
grants to women’s organizations in the region, particularly in Central America; the
focus of a number of these groups is the inclusion of indigenous and Afro-
descendant women.

The emphasis of the Bank’s new modernization of the State strategy, slated for
completion in 2002, will be the interface of efforts on that front with those designed
to combat poverty and social inequities. Central facets of this cross-relationship,
which the strategy will point up and develop, are the strengthening of democracy
and political inclusion, transparency and the curbing of corruption, fundamental
rights and access to justice, support for public policies, institutional reforms needed
for closer dovetailing of social and environmental policies and programs, citizen
security, capacity building in community organizations, and citizen participation in
IDB activities. SDS/POV will coordinate the third and fourth meetings of the Policy
Makers Network, which will discuss institutional issues in poverty reduction efforts
in the region and experiences and good practices in poverty-targeted microcredit
and human capital investment programs. PROLEAD will be staging a preparatory
and consultation workshop to plan the Summit of Indigenous Women Leaders
scheduled for December this year. A paper on outcomes and lessons learned by
PROLEAD and in funded projects will focus on indigenous and Afro-descendant
women’s issues. PROLEAD will expand its work and assistance in the Andean
region by way of projects to mainstream gender in Bank activities, again with an
emphasis on indigenous and Afro-descendant women. RE2/SO2 will organize a
seminar on democracy and poverty reduction in the region, and INDES plans to
expand and diversify its social manager training initiatives to take in more
professionals and countries. It will continue to promote the documenting of good
social management practices and develop distance and online training modalities.

Loans in preparation for 2002 in these key areas of the nonsocial sectors that can
directly impact poverty and social equity include: fifteen operations totaling
US$761 million to help build infrastructure in nine countries (two in Bolivia, four
in Brazil, one in Chile, one in Ecuador, two in Guatemala, one in Guyana, two in
Honduras, one each in Paraguay and Peru); five housing program loans for
US$362 million (Ecuador, Peru, Nicaragua, Trinidad and Tobago, and Venezuela);
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two microenterprise loans for US$55 million (Brazil and Colombia); ten loans in
the rural productive sector totaling US$541.2 million (Bolivia, Brazil (2), Costa
Rica, Dominican Republic, Ecuador, Guatemala, Nicaragua, Panama, and
Paraguay); and three to support modernization of the State, for US$384 million
(Peru and Uruguay). The Bank also will promote regional programs for border area
development (high-poverty zones) under the Puebla-Panama Plan and will continue
supporting the creation of development and integration corridors in South America
through regional infrastructure.

Institutionalizing comprehensive social protection systems

In light of the recurring crises and natural calamities that have beset the region the
Bank understands that it is crucial that countries expand their social protection
systems if they are to preserve the gains achieved thus far in the fight against
poverty. Consequently, in its activities the Bank supports moves to institutionalize
comprehensive social protection systems encompassing macroeconomic and fiscal
policies, natural disaster management and prevention, social safety nets, and labor,
education, health and nutrition policies.

In 2001, SDS/POV helped further the institutionalization of comprehensive social
protection systems with two international conferences on the poverty impact of
crises and natural disasters and the challenges brought by globalization. Participants
at the first conference discussed research findings on the magnitude and distribution
of the impacts of adverse shocks on different dimensions of household welfare and
public policies to mitigate their effects and avert such shocks in the future. Among
the issues explored were the effectiveness of risk reduction mechanisms and
disaster preparedness and disaster relief systems. The second conference examined
ways of making international rules on trade in goods and services, capital, labor and
property rights more sensitive to developing-country needs and more equity
enhancing. Some of the topics addressed were the private sector’s role in opening
up more opportunities for the poor, the safeguarding of core labor and
environmental standards, fostering the production of global public goods, and
instituting social protection mechanisms to manage the transition costs as
aneconomy ‘goes global’. SDS/POV published a book entitled Shielding the Poor:
Social Protection in the Developing World which offers recommendations on
policies that could better equip the poor to weather adverse shocks, and a number of
technical studies addressing such topics as socially responsible macroeconomics,
trade liberalization and labor markets. SDS/POV also assisted in the design of
social protection components in Bank sector loans. Its other activities in this area
were a workshop on the economic costs of illness and the need to extend health
insurance coverage to the poor, sponsorship of a regionwide inventory of social
protection programs for the Network of Policy Makers, and a chapter on
opportunities and risks for the poor in an integrated world, for the Global Poverty
Report presented to the Group of Eight.
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SDS/ENV carried out activities programmed in the action plan for reducing
vulnerability to natural disasters and poverty. These included technical papers on
lessening vulnerability, the socioeconomic impact and development of financial
instruments for disaster risk management; an environmental management training
workshop for Bank specialists; regional dialogues and campaigns to raise
politicians’ and the general public’s awareness of natural disaster risks; design of
disaster risk management agencies and indicators, and strengthening of
environmental management offices in countries in the region.

In 2002 SDS/POV plans to release a compendium of studies from the conference
on crises and natural disasters, a study on responses to the impact of economic
crises and El Nifio in Peru, and two technical papers on adding a social protection
component to household surveys through the MECOVI program. SDS/POV also
will continue to help build social protection components into Bank loans.
SDS/ENV will continue implementing the action plan on natural disasters and
poverty. Planned activities include the final report on guidelines for incorporating
disaster prevention and mitigation measures into Bank operations and for
strengthening environmental management offices with civil society involvement;
final findings of studies exploring a variety of topics such as the socioeconomic
impact of El Nifo in the region, feasibility of reforestation in marginal urban areas,
and responses to climate change in the Caribbean, and the second meeting on
financial instruments for natural disaster risk management.

The Bank’s regional departments are developing a sizable number of specific
operations in the social protection sphere for 2002. Among them are the second
phase of Nicaragua’s social safety net (US$20 million), support for pension reform
in Bolivia and Peru (US$310 million), operations to lessen the risk of systemic
shocks and develop timely responses to such events, including finance sector
projects in El Salvador and Guatemala (US$500 million), fiscal sector operations in
Honduras, Nicaragua and Peru (US$350 million), and natural disaster prevention
and mitigation programs in the Dominican Republic and Guatemala
(US$37 million).

Social sector activities

In keeping with the Bank’s track record and recognized leadership in the social
development sphere, the action plan identifies new focuses and approaches for
social sector lending to bring more benefits to the region’s poor. The emphasis is on
initiatives that foster the human development and social inclusion of people living
in poverty and offer ways to prevent social problems.

In 2002 a multidepartmental team headed by SDS/SOC will develop the Bank’s
social development strategy, with the aim of accelerating economic and social
progress in the region by helping to instill the requisite economic and social
environments for human welfare improvements. The strategy will complement and
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expand upon the poverty reduction strategy, emphasizing social advancement of the
poorest and the excluded on four fronts particularly: institutional reforms in the
social sectors (health, education and housing) to expand the coverage of these
services and deliver them more effectively to the poor and the excluded;
incorporation of a life-cycle perspective in human development programs, stressing
effective early intervention and successful management of transitions from one life-
course stage to another—for instance, between primary and secondary schooling or
between school and the workplace; strengthening countries’ capacity to combat
social problems and exclusionary practices; and programs providing integrated
services in circumscribed territories (e.g. municipalities and autonomous regions).

Human capital investment

The Bank continued to support human capital investment for the poor as a
cornerstone of the fight against poverty. In 2001, Bank-sponsored technical studies
and publications discussed institutional determinants of more effective social
service delivery with greater accountability (SDS/POV), regulatory frameworks for
health insurance services, corruption in hospitals and a national health accounts
manual (SDS/SOC), the impact of employment training policies (RES), education
programs for girls (SDS/SOC), social investment funds and indigenous peoples
(SDS/IND) and reproductive health guidelines for Bank operations (SDS/WID).
RE3/SO3 developed a strategy for social sector development in Jamaica. SDS/EDU
sponsored a good-practices study on quality education programs in the Fe y Alegria
system that currently operates schools in 14 countries in the region. The study
systematizes lessons learned about school management, the teaching-learning
model, ties with the community and workplace, distance education, and the impact
of these practices on student learning. The Bank sent an interdepartmental team to
look at Mexico’s PROGRESA (Education, Health and Nutrition) Program to learn
from the experience acquired in designing and executing that initiative. The Bank
also took part in the United Nations General Assembly Special Session on
HIV/AIDS, held in-house AIDS awareness seminars, and approved three technical
cooperation projects to tackle and advance discussion on this issue in the region.

In 2002, SDS/EDU will develop a regional technical cooperation operation to
create a multimedia distance teacher-training program which will take top-caliber
training on a mass scale to teachers in the region, particularly those residing in
remote and inaccessible areas. Topics of planned studies include a review of health
sector reform experiences, the role of promotion and prevention in health reform
agendas, priority-setting methodologies for health care and public health services,
support for regional initiatives to develop national health accounts (SDS/SOC),
education and labor productivity (RES), tools to analyze the poverty and equity
impact of education projects (RE1/SOI1), design of transfer programs tied to
commitments on the recipients’ part (RE3/SO3), and nutrition programs and
policies in Central America (INT/RTC). Technical cooperation operations slated for
implementation will address AIDS issues (SDS/SOC) and girls’ education in the
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region (SDS/WID). Activities sponsored by INT/RTC will build on successful
experiences in computer instruction programs for low-income children and youth
and help universities in the region build distance education capacity.

Combating social exclusion

One focus of renewed emphasis in the Bank’s work is the combating of social
exclusion. In 2001, with assistance from an interdepartmental team, SDS/SOC
produced an action plan encompassing numerous lending and nonlending activities
(some of them in-house) to combat ethnicity-based social exclusion. Of special note
are various studies on the costs and legal and political dimensions of ethnicity-
based social exclusion (SDS/SOC), the role of human capital in ethnicity-based
income inequality (SDS/POV), an analysis of surveys of racial perceptions in the
region and studies of a Regional Research Centers Network on this issue (RES),
workshops to train Afro-descendant leaders, and guidelines to increase staff
diversity at Bank headquarters and the Country Offices (HRD). The findings of
these studies were disseminated at an internal Bank retreat held to make staff more
aware of and sensitive to this issue; at a special session on social exclusion at the
Inequality and Poverty Network’s annual meeting; at a regional conference
organized by the Bank to spur high-level dialogue on these concerns, and by way of
the Bank’s participation in the World Conference on Racism held in South Africa.
Hand in hand with these activities the Bank approved more than ten loans for
various countries in the region.

A number of SDS/IND initiatives in 2001 are benefiting indigenous groups in the
region in the areas of health care, technical-vocational education, bilingual and
intercultural education, land titling, justice systems, and sustainable development
programs for indigenous peoples and operational guidelines for sociocultural
evaluations. INDES conducted an intensive four-week course on social
management for leaders and government officials involved in social policy and
program development and implementation for indigenous communities.

In 2001 the Bank continued to engage in a wide range of activities to promote
gender parity and inclusion of persons with disabilities in the region. SDS/WID
conducted studies and organized a forum on policy issues that have a bearing on
women’s employment and brought out publications on the leading health problems
for women and good practices for instilling a gender perspective in project
execution, with an emphasis on social investment funds, technical-vocational
education and local natural disaster risk management. Various SDS/SOC activities
addressed disability issues, including a seminar and papers for a book on education
and urban infrastructure challenges facing persons with disabilities in the region,
collection of data on the socioeconomic impact of this problem, and policies to
mainstream the aforementioned groups.
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In 2002 SDS/SOC plans to complete the remaining activities in the social inclusion
plan, including publication of a book assembling studies conducted in this field and
an update of the plan, and creation of a fund with monies from various donors to
support new initiatives in this area. In conjunction with RES it will organize a
regional dialogue on disability data collection. Among the activities in SDS/IND’s
work program are indigenous development strategy proposals, a study on gender
and indigenous development, consultations with indigenous communities to shape
an indigenous development strategy in the framework of the Meso-American
Biological Corridor, finalizing the design of software to map cultural uses of land,
promotion of indigenous enterprises, support for restructuring of the Fund for
Indigenous Peoples of Latin America and the Caribbean, seminars on alternative
development finance approaches and, with PRI, preparatory work for the
establishment of a Meso-American ethno-tourism fund. INDES plans to run a
course on social policy and program design and management for Afro-descendant
community leaders, to which end it will convene a series of focus groups and other
meetings with Afro-descendent organizations in the region. Activities planned by
SDS/WID include studies on ethnicity- and gender-based discrimination and the
impact of maternity on women’s labor force participation, inputs for the
development of a regional strategy to reduce maternal mortality, technical
cooperation and dialogues on reproductive health issues, gender-sensitive national
and subnational budget planning, and a credit program for rural women. SDS/IND
and SDS/WID also will coordinate the organization of a summit of indigenous
women in the region.

Preventing social problems

In 2001 the Bank continued its efforts to help countries prevent societal problems.
Its initiatives included the launch of studies on the causes and consequences of
child labor and design of pilot interventions (SDS/SOC, INT/RTC); publication of a
compendium of experiences and lessons learned in programs to improve living
conditions in poor urban neighborhoods and good practices for inner-city renewal
programs (SDS/SOC); building of community networks to address and prevent
domestic violence and dissemination of publications on this issue among mayors in
the region (SDS/WID); technical cooperation projects to address domestic violence
in Colombia and improve drug treatment centers (RE3/SO3), and a seminar on
citizen security in Ecuador and subsequent support for the design of an operation
addressing that issue in Ecuador (SDS/SOC, RE3/SC3).

One subject that will come in for close attention in 2002 is the scourge of violence
in the region. The aim of the activities programmed is to help prevent violence in
the home, in primary schools, and in marginalized areas. The Bank also will
continue to participate in the Inter-American Coalition for the Prevention of
Violence (SDS/WID, SDS/SOC). The findings of studies on interventions to
prevent child labor will be disseminated (SDS/SOC) and a study will be done of
child abuse and sexual abuse in Chile (RE1/SO1).
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The Bank’s regional departments are developing innovative social-sector projects
that directly benefit the poor. Seven human capital investment projects totaling
US$366.7 million are being prepared for 2002 with five countries (Argentina,
Bahamas, Bolivia (2), Guatemala, and Guyana (2)), along with two operations
specifically designed to foster social inclusion (Brazil, Bolivia) for US$25 million,
and others that will feature components or specific actions aimed at socially
excluded groups, including several initiatives under the Puebla-Panama Plan. Six
projects totaling US$254.8 million will assist Ecuador, Guatemala, Jamaica, Peru,
Trinidad and Tobago, and Uruguay in the prevention of social problems.

Monitoring and impact evaluation

In light of the growing importance being accorded to monitoring and evaluation
capacity in order to track progress being achieved toward poverty reduction goals,
the plan includes activities to make for better and more timely measurement of
country-specific social, poverty, and inequality indicators, and more impact
evaluations of Bank projects.

To improve social development indicators in the region the SDS/POV-coordinated
MECOVI program continued its support for improvements in living-condition
surveys in the seven participating countries (Argentina, Bolivia, El Salvador,
Guatemala, Nicaragua, Paraguay and Peru). One noteworthy achievement was the
2001 round of the Survey to Measure Living Standards in Nicaragua, the second
MECOVI survey and the third of its kind in that country in the past ten years.
Substantial progress was made on preparations for Guatemala’s planned National
Employment and Income Survey, a joint undertaking by the country’s Statistics
Bureau and Labor Ministry. In Guatemala and the other participating countries, the
use of household surveys by national researchers is being promoted. Moves to bring
Honduras into the MECOVI program have resulted in a plan of operations and
support for the program from international donors. Work proceeded in the
Dominican Republic and Ecuador to bring those countries into the program as well.
Among the regional activities organized in 2001 were the last two regional
technical workshops scheduled for the program’s initial phase. Three regional
training courses were held on the administration and use of household surveys, one
of them focusing on the English-speaking Caribbean countries. The Household
Surveys Database was updated in 2001, incorporating 25 new databases for a total
inventory of 170 household surveys from 21 countries in the region. Thanks to the
database, the RES Social Information System was able to assist in the preparation
of four loans and seven nonfinancial operations in 2001.

The Dominican Republic and Ecuador are expected to be fully incorporated into the
program in 2002. MECOVI, in concert with SDS/SOC, also will help add an
ethnicity dimension to the Honduran household survey this year and SDS/SOC will
organize a workshop on building such a dimension into censuses. Efforts are being
coordinated with the English-speaking Caribbean countries and with multilateral
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and bilateral donors operating in that subregion to develop a MECOVI program
tailored to the needs and circumstances of that country group. The launch of this
component of the program is scheduled for mid-2002. There also are plans to
organize two more regional training courses and add at least 20 new surveys to the
Household Surveys Database this year.

In 2001 the Bank began implementing an initiative for the conceptual and
operational development of a set of effort and outcome indicators to measure
countries’ social progress, particularly their success in achieving poverty reduction
goals. The ultimate aim is to adapt targets set out in the U.N. Millennium
Development Goals (MDGs) to the region’s specific circumstances and to gauge
not just poverty reduction policy outcomes but also governments’ efforts to lower
poverty and enhance equity and resource requirements for that purpose. The project
has three focuses: (a) define and evaluate the MDGs by reference to the region’s
situation today and government poverty reduction efforts; (b) compare, over time
and between countries, the results of public poverty reduction/social equity
enhancement policies in the region; and (c) build country capacity by strengthening
government offices that produce official estimates of poverty and social
development indicators.

Work began in 2001 on implementation of the RE2/SO2 initiative to devise
mechanisms for progress monitoring of poverty reduction strategy
(PRS) implementation, incorporating indicators and monitoring and evaluation
systems in the PRS-related technical cooperation operations in Guatemala,
Honduras and Nicaragua that were mentioned earlier. RES continued to support
improvements in social development indicators in Bank operations. The launch of
the social indicators project for indigenous peoples (SDS/IND) was postponed to
2002.

As for impact evaluations, SDS/POV continued disseminating knowledge on
impact evaluation techniques and case studies using rigorous methodologies
through workshops, support for Bank operations, and empirical research programs.
A seminar organized by that unit on the PROGRESA program featured
presentations by experts in charge of assessing the program’s impact on
consumption levels, education, health, nutrition, and child labor in the benefiting
households. The Bank also approved technical cooperation to promote the use of
impact evaluation methodologies in the region, providing support for five case
studies. In conjunction with the Office of Oversight and Evaluation (OVE),
SDS/POV supported the preparation and first-phase implementation of the impact
evaluation component of the human capital development loan to Brazil described in
paragraph 4.5, by organizing an international seminar on social program impact
evaluation. That gathering of international experts in this field was followed by
specialized advisory support for national teams in charge of the evaluations.
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The action plan includes guidelines for conducting impact evaluations of projects
that are representative of the different sectors in which the Bank operates, in
consultation with the central departments and OVE. As part of their design these
projects are to include elements needed for a careful evaluation of their impact,
such as baseline construction and the use of control group techniques. The plan
calls for such impact evaluations of at least two projects per regional department
annually, beginning in 2001.

According to an analysis of the 48 SEQ operations approved in 2001, the number of
projects in which the above-mentioned impact evaluation elements had been
explicitly provided for rose to ten; for two other operations these elements will be
further developed before implementation begins. The list includes three production
support and land title regularization projects, a slum improvement program, a
comprehensive indigenous community development program, an employment
training program, three social sector reform programs (including support for social
safety nets), a comprehensive child development program, and two secondary
education improvement programs. The plan is to include in the 2002 annual poverty
report the preliminary findings of evaluations of projects approved in recent years
and to continue adding impact evaluation components to at least six more
operations, subject to agreement with the countries and adhering to the action-plan
guidelines.
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VI. CONCLUSIONS

In 2001 the Inter-American Development Bank demonstrated its commitment to the
objectives of reducing poverty and promoting social equity in the region, having
directed over half its new lending to those objectives and having pursued a wide
range of nonlending activities to achieve these ends.

In figures: 53.7% of total lending, by volume, and 59.3% of the total number of
loans approved in 2001 focused on poverty reduction and social equity
enhancement (SEQ lending), thereby achieving the two Eighth Replenishment
annual indicative percentage targets in that regard. One third (33.2%) of total
lending and 48.3% of total number of investment loans approved in 2001 were
designed to benefit primarily the poor (PTI lending), while 42.4% by volume and
61.5% of the total number of sector policy loans approved were for poverty
reduction and social equity enhancement. In both cases the percentages were up
over the 2000 figures.

The Multilateral Investment Fund (MIF) made a significant direct contribution to
poverty reduction in the region through its projects in support of microenterprise,
microfinance, employment training, and family remittances. Other IDB Group
lending operations, such as those of the Inter-American Investment Corporation
(IIC), did much to indirectly reduce poverty. Also noteworthy were the innovative
poverty reduction/social equity enhancing operations developed and approved in
the Bank’s four priority areas: competitiveness, social development, modernization
of the State, and regional integration.

Many of the Bank’s nonlending activities in 2001 helped put poverty reduction and
equity concerns high on national social and nonsocial policy agendas in the region.
Initiatives to advance and share knowledge about poverty’s multiple dimensions
helped in the design of more effective poverty reduction policies and projects.
Many such activities fell under the action plan in areas of special emphasis, such as
support for national poverty reduction strategies, innovative social and nonsocial
projects directly benefiting the poor, institutionalization of comprehensive social
safety nets, and improvements in tracking progress toward the region’s
development goals, including more impact evaluations of Bank lending operations.
In the past two years a significant number of operations have included, as part of
their design, elements to allow for a careful evaluation of their impact. Hence, in
future versions of this annual report the Bank will be able to report on the poverty
impact of a sample of its different lending operations.

This report also has described a set of proposed activities for 2002 that fall within
the areas emphasized in the action plan, the aim being for the Bank to do even more
to reduce poverty and enhance social equity. In particular, the Bank is developing
its framework strategy for poverty reduction and promotion of social equity,
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drawing on lessons learned and the main findings of SDS/POV’s annual poverty
reports. It also is putting together strategies for the pursuit of its other paramount
objective—environmentally sustainable economic growth—and its four priority
sectors—competitiveness, social development, modernization of the State, and
regional integration. All of these strategies interface with the poverty reduction
objective and spell out specific Bank activities to help achieve that fundamental
aim.



VII. APPENDICES



Appendix |

Page 1 of 7
2001 SEQ AND PTI LOAN APPROVAL FIGURES. MATRIX OF ACTIVITIES IN AREAS OF SPECIAL EMPHASIS
Table 1
IDB: Loan approvals by type and poverty reduction/social equity classification, 1995-2001
Number of loans approved mounts (USS million)
1995 1996, 1997 1998 1999 2000 2001 1995 1996 1997 1998 1999 2000 2001

I. Lending program
1 Investment (2+3) 50 58 68 76 60 63 63| 4,609.00 4,721.8 5,271.5 5,685.1 3,792.1 3,581.1 4,431.2
2 PTI eligible 41 50 58 66 50 59 58] 4,469.3] 4,639.8 5,183.0 5,615.8 3,748.8 3,545.4  4,407.8
3 Technical cooperation loans 9 8 10| 10 10 4 5 139.7, 82.0 88.5 69.3 433 35.7 234
4 Sector policy loans 12 10 4 4 3 5 13 2,464.6 1,808.4 422.8 725.0 460.0 1,150.0  3,125.0
5 Emergency - - - 3 6 0 0 - - - 3,050.0  4,570.9 0.0 0.0
6 Private sector 5 6 8 11 10 11 5 145.7 198.0 320.3 576.8 634.7 511.8 278.5
7 Total lending 67 74 80 94 79 79 81 7,219.3 6,728.2 6,014.60 10,036.9 9,457.7 5,242.9  7,834.7
8 Total regular loans 67 74 80 91 73 79 81 7,219.3]  6,728.2]  6,014.6 6,986.9  4,886.8 52429 17,8347
II. SEQ lending a/
9  Number and amount of 24 28 31 51 36 37 48 2,477.5 2,222.4 2,075.0 3,619.8 2,244.0 2,714.1  4,203.7

Of which PTIs: Q7)  (26) el 30y (23 (4 8| (2,540.6)| (2,000.1) (1,734.6) (2,1672) (1,403.1) (1,125.2) (1,461.7
10 SEQ lending as a percentage of 35.8 37.8 38.8 56.0 493 46.8 59.3 343 33.0 34.5 51.8 45.9 51.8 53.7

total regular lending
PTI lending as a percentage of (65.9) (52.0) (44.8)] (45.5) (46.0) (40.7) (483 (56.8) (43.1) (33.5) (38.6) (37.4) 31.7) (33.2)
the PTI universe

Source: IDB. Database.
Compilation by SDS/POV

a/ The SEQ series is comparable only for years 1999-2001. The PTI series is comparable for
1998-2001 owing to changes in classification criteria (see Appendix).
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Table 2
IDB: Volume and number of SEQ loan approvals by country group, 1999-2001
Number of SEQ loans approved Amount (US$ million)
1999 2000 2001 1999 2000 2001

Total SEQ Total SEQ Total SEQ Total SEQ Total SEQ Total SEQ

Reg. Reg. Reg. Reg. Reg. Reg.

Loans Percent. Loans Percent. Loans Percent. Loans Percent. Loans Percent. Loans Percent.

@ (#)] 2)/(@) 3) “@ 4)/(3) 5) () ©)/(5) ) ®) @7 ) (10) (10)/(9) an a2 (12)/(11)
A 21 6 28.6 22 10 455 20 10 50.0 2,859.2 956.0 334 2,939.2  1,364.7 46.4 4,897.98  2,542.0 51.9
B 10 5 50.0 9 3 333 9 4 44.4 660.6 301.6 45.7 1,121.5 690.0 61.5 1,203.1 484.8 40.3
A&B 31 11 355 31 13 41.9 29 14 48.3 3,519.8 1,257.6 35.7 4,060.7 2,054.7 50.6 6,101.1 3,026.8 49.6
C 8 4 50.0 11 2 18.2 14 9 64.3 325.1 242.4 74.6 367.2 41.8 114 541.2 308.1 56.9
D 34 21 61.8 36 22 61.1 35 24 68.6 1,042.0 744.0 71.4 775.0 617.6 79.7 1,046.7 847.0 80.9
C&D 42 25 59.5 47 24 S51.1 49 33 67.3 1,367.1 986.4 72.2 1,142.2 659.4 57.7 1,587.8 1,155.1 72.7
Regional 0 0 0.0 1 0 0.0 3 1 333 0.0 0.0 0.0 40.0 0.0 0.0 145.8 21.8 15.0
Total 73 36 49.3 79 37 46.8 81 48 59.3 4,886.9 2,244.0 459 52429 2,714.1 51.8 7,834.7  4,203.7 53.7

Source: IDB. Database.
Compilation by SDS/POV
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Table 3
Volume and percentage share of SEQ lending by sector, 1999-2001
Number of SEQ loans approved Amount of SEQ loans approved (US$ million)
1999 2000 2001 1999 2000 2001
Total SEQ Sector Total SEQ Sector Total SEQ Sector Total SEQ Sector Total SEQ Sector Total SEQ Sector.
Reg. % of Reg. % of Reg. % of Reg. % of Reg. % of Reg. % of
Loans Percent. SEQ Loans Percent SEQ Loans Percent. SEQ Loans Percent. SEQ Loans Percent. SEQ Loans Percent. SEQ
@ (2) (2)y(1) total A3 @) (4)/(3) total (&) (6)  (6)/(5) total () 8 ()@} (O] (10) (10)/(9) _total an 12) (12)/(11) _total
Social 31 28 90.3 77.8 22 22 100.0 59.5 32 31 96.9 64.6 1,879.6 1,762.6 93.8 78.5) 1,728.0 1,728.0 100.0 63.7 2,893.7 2,873.7 99.3 68.4
Education 4 4 100.0 11.1 6 6 100.0 16.2 5 5 100.0 10.4] 400.4 400.4 100.0 17.8 270.3 270.3 100.0 10.0] 711.5 711.5 100.0 16.9
Health 5 5 100.0 13.9] 1 1 100.0 2.7 2 2 100.0 4.2 472.4 472.4 100.0 21.1 9.8 9.8 100.0 0.4 110.0 110.0 100.0 2.6
Sanitation 8 8 100.0 22.2] 2 2 100.0 5.4 3 3 100.0 6.3 491.5 491.5 100.0 21.9] 145.0 145.0 100.0 5.3 122.0 122.0 100.0 2.9
Social investment 9 9 100.0 25.0 11 11 100.0 29.7, 17 16 94.1 333 360.9 360.9 100.0 16.1 617.9 617.9 100.0 22.8 1,7814  1,761.4 98.9 41.9
Urban development 5 2 40.0 5.6) 2 2 100.0 5.4 5 5 100.0 10.4] 154.4 374 24.2 1.7] 685.0 685.0 100.0 252 168.8 168.8 100.0 4.0
Other sectors 5 1 20.0 2.8 6 2 333 5.4 3.0 3.0 100.0 6.3 180.6 11.5 6.4 0.5 141.8 20.9 14.7 0.8 79.5 79.5 100.0 1.9
Social
Environment 4 1 25.0 2.8 6 2 333 5.4 3 3 100.0 6.3 80.6 11.5 14.3 0.5 141.8 20.9 14.7 0.8 79.5 79.5 100.0 1.9
Microenterprise 1 0 0.0 0.0] 0 0 0.0 0.0) 0 0 0 0.0) 100.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Nonsocial 37 7 18.9 19.4 51 13 255 35.1 35.0 14.0 40.0 29.2 2,826.7 469.8 16.6 20.9 3,373.1 965.2 28.6 35.6, 4,861.6  1,250.5 25.7 29.7
Infrastructure 16 5 313 13.9] 16 4 25.0 10.8 13 3 23.1 6.3 1,294.7 465.0 35.9 20.7 868.6 159.5 18.4 5.9 695.2 143.0 20.6 3.4
Productive sectors 7 0 0.0 0.0] 13 5 385 13.5 7 4 57.1 8.3 360.7 0.0 0.0 0.0) 621.0 135.0 21.7 5.0) 1,749.8 612.2 35.0 14.6
Modernization of the 14 2 14.3 5.6) 22 4 18.2 10.8 15 7 46.7 14.6] 1,171.3 4.8 0.4 0.2 1,883.5 670.7 35.6 24.7 2,416.6 4953 20.5 11.8
State
Total 7336 49.3 100.0 79 37 46.8 100.0 70 48 69 100.0 4,886.9 2,243.9 45.9 100.0 52429 2,714.1 51.8 100.0 7.834.7  4,203.7 53.7 100.0
Source: IDB. Database.
Compilation by SDS/POV

1/Infrastructure includes energy, transportation and communications. Productive sectors include agriculture,

exports, fisheries, forestry, manufacturing, mining, preinvestment, tourism, science and technology, and other sectors.
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Table 4: PTI and SEQ loan approvals, 2001

fjﬁgg_ Region Project title Type Sector U g; t:‘l:“- PTI ilé%/
PRO118 RegionI  Water supply and sanitation for small communities Investment Sanitation 12.0 Yes  Yes
BR0269 RegionI  Social action program for sanitation Investment Sanitation 100.0 Yes  Yes
CHO164 Region]  Comprehensive indigenous community development program Investment Social investment 34.8 Yes  Yes
BR0298 RegionI  Tenement action program, State of Sdo Paulo Investment Urban development 34.0 Yes  Yes
ARO0262 RegionI  Rosario squatter settlement improvement program Investment Urban development 43.0 Yes  Yes
BR0246 RegionI  Program for sustainable development of Pernambuco’s Mata region Investment Productive sector 90.0 Yes  Yes
NIO146 Region I  Rehabilitation of the road between San Lorenzo and Muhan Investment Infrastructure 35.0 Yes  Yes
ES0129 Region II National sustainable rural roads program Investment Infrastructure 58.0 Yes  Yes
PN0076 Region I  Health sector institutional reform program Investment Health 35.0 Yes  Yes
HOO0179 Region II Multiphase program for natural resources management in priority Investment Environment 25.0 Yes  Yes

watersheds. Phase |

HO0193 Region II  Program of support for indigenous and black populations Investment  Social investment 1.6 Yes  Yes
NIO153 Region I Comprehensive support program for Nicaraguan children. Phase 2 Investment Social investment 25.0 Yes  Yes
ES0150 Region II  El Salvador emergency project 11 Investment  Social investment 20.0 Yes  Yes
ES0148 Region II  El Salvador emergency project Investment Social investment 20.0 Yes  Yes
ES0120 Region II  Local development program II Investment  Social investment 70.0 Yes  Yes
GUO0131 Region II  Support for education reform IT (ARE 11) Investment Education 22.0 Yes  Yes
ES0087 Region I Housing program Investment Urban development 70.0 Yes  Yes
MEO0213 Region I PROCAMPO support program Investment Productive sector 500.0 Yes  Yes
HO0203 Region I  Expanding technology capacity in poor communities Investment Education 8.5 Yes  Yes
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Table 4: PTI and SEQ loan approvals, 2001

fjﬁfgg Region Project title Type Sector Ug; tr?lli’ll. PTI i](i)%/
PE0140 Region Il National rural transportation infrastructure program - Second stage  Investment Infrastructure 50.0  Yes Yes

(Rural roads program — Second phase)

VE0057 Region III Program of support for criminal justice system reform Investment Modernization of the State 75.0  Yes Yes
JA0105 Region III  Citizen security and justice program Investment Modernization of the State 16.0 Yes Yes
JAO113 Region III Rural water supply program Investment Sanitation 100 Yes Yes
EC0203 Region III  Social investment fund (FISE III) Investment Social investment 40.0  Yes Yes
GY0061 Region III Social impact amelioration program — SIMAP I1I Investment Social investment 20.0 Yes Yes
SuU0017 Region III Low-income shelter program Investment Urban development 9.8  Yes Yes
ECO0191 Region III Rural land regularization and administration program Investment Productive sector 152  Yes Yes
CA0034 Regional  Project for sustainable management of the Lempa river basin Investment Environment 21.8  Yes  Yes
BOO0180 RegionI  Local development and fiscal accountability Investment Modernization of the State 47.0 No  Yes
ARO0176 Region]  Education system improvement program Investment Education 600.0 No  Yes
URO0132 RegionI  Secondary education modernization program and teacher training Investment Education 75.0 No  Yes
BO0197 RegionI  Program to strengthen technical and technology training Investment Education 6.0 No  Yes
URO0133 RegionI  Health sector program Sector program Health 75.0 No  Yes
BRO0360 RegionI  Sector program to build human capital Sector program Social investment 500.0 No  Yes
B00203 RegionI  Social sector program to support the poverty reduction strategy Sector program Social investment 40.0 No  Yes
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Table 4: PTI and SEQ loan approvals, 2001

Project . . . Total, US$ SEQ/
number Region Project title Type Sector mill PTI POV
CRO141 Region II  Program to improve the administration of justice II Investment  Modernization of the State 224  No  Yes
MEO0231 Region I Multiphase investment program and institutional and financial Investment  Modernization of the State 3000 No  Yes
strengthening of states and municipalities — Phase |
NI0141 Region I  Socioenvironmental and forestry development program II Investment  Environment 32.7 No  Yes
(POSAF 1I)
MEO0233 Region II Multiphase training and employment support program - Phase I Investment  Social investment 300.0 No  Yes
NIO156 Region II Municipal strengthening and development program Investment  Urban development 120  No  Yes
BL0017 Region I Land management program Investment  Productive sector 70 No  Yes
NI0101 Region II  Pension system reform Sector program Modernization of the State 3000 No  Yes
HOO0185 Region I  Reform of institutional framework and creation of instruments for ~ Sector program Social investment 30.0 No  Yes
implementation of the poverty reduction strategy
DR0140 Region I  Program for institutional reform of the social sector Sector program Social investment 2000 No  Yes
SuU0019 Region III Program for decentralization and strengthening of local government  Investment Modernization of the State 49 No Yes
C00261 Region III  Social reform program. Parallel TC TC loan Social investment 100 No  Yes
JAO115 Region III  Social safety net reform program Sector program Social investment 60.0 No Yes
C00252 Region III Social reform program Sector program Social investment 3900 No  Yes
TOTAL 4,203.7 28 48
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TABLE 5

Incidence of poverty in Latin America and the Caribbean

(as a percentage of the total population)

Country Source

Argentina 49.7 (2002) | INDEC — Argentina

Brazil 34.1 (1999) | IPEA —Brazil

Bolivia 66.0 (2000) | INE — Bolivia

Chile 20.6 (2000) | MIDEPLAN — Chile

Colombia 56.3 (1999) | Departamento Nacional de Planeacion

Costa Rica* 21.1 (2000) | Estado de la Nacién — Costa Rica

Dominican Republic | 28.6 (1998) | World Bank — Poverty Assessment

Ecuador 56.0 (1999) | Integrated Social Indicator System

El Salvador 44.6 (2000) | Ministry of Economy

Guatemala 56.2 (2000) | ENCOVI-INE-2000-Guatemala

Honduras 79.7 (1999) | ECLAC (Social Panorama of Latin America
2002)

Jamaica 24.1 (2001) | Jamaican Institute of Planning

Mexico 46.9 (1998) | ECLAC (Social Panorama of Latin America
2002)

Nicaragua 69.9 (1998) | ECLAC (Social Panorama of Latin America
2002)

Panama 30.2 (1999) | ECLAC (Social Panorama of Latin America
2002)

Paraguay 63.0 (2002) | Centro de Investigacion Economica y
Financiera de Paraguay

Peru 54.8 (2001) | INEI — Peru

Uruguay 24.8 (2000) | Instituto Economico de Uruguay

Venezuela* 62.2 (2001) | Instituto de Investigaciones Econémicas y

Sociales de Venezuela

Note: In each case, the poverty rates shown are the latest available figures. As rates are calculated
on the basis of national poverty lines, the figures are not comparable from country to country.

* Percentage of households
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EIGHTH REPLENISHMENT

Transition period July
1994 to June 1995

Document GN-1763-27

Between July 1995 and 23 April 1997

Document GN-1964-3
Since 23 April 1997

The focus of project
analysis was an opera-
tion’s anticipated
distributional impact,
i.e., its expected benefits
for low-income groups.

An effort was made to
have operations yield
benefits specifically for
minorities such as
women (particularly
low-income women),
indigenous groups and
for other spheres like
microenterprise, in

Sector-Automatic

Paragraph 2.13 of the
Eighth Replenishment
report lists sectors whog
5 activities typically
contribute most
significantly to poverty
reduction and social
equity.

Applies to projects
supporting programs in
the following fields:

ePreschool
Primary education
Primary health care
Nutrition
Slum improvement

Small-holding
agricultural production

Microenterprise

Emergency employmen
operations

Social Investment Fund$

Adds early childhood develop
ment programs and social
programs for at-risk children
and youth to the Sector-
Automatic category.

which benefits were
anticipated for low-
income groups that are
not part of the formal
labor economy.

Geographic

Interpreted by documen
GN-1763-27 as Country,
Automatic, i.e., applies
to all countries in the
region with poverty
indexes higher than
50%.

Projects in Bolivia,

t Guatemala, Guyana,

. Haiti, Honduras,
Nicaragua, and Peru,
except policy-based
operations that will
impact the entire
economy, debt
restructurings,
institutional develop-
ment, energy, and most
technical assistance.

The Country-Automatic
criterion was eliminated and
replaced by geographic
location of poor beneficiaries
within a project’s area of
influence. Flexibility is
introduced through the use of
proxy measures of poverty,
such as percentages of the
population with unmet needs
or social and economic
indicators of areas/groups tha
are below the national or
regional average. There is no
predefined threshold for
application of this criterion;
eligibility is ascertained
through a case-by-case
analysis.

—

Headcount
classification

Projects that do not
automatically qualify
under any of the above
criteria but can
demonstrate that more
than 50% of their

beneficiaries are poor.

As before.






