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Foreword

Sustainable poverty reduction is the overarching objective of the World Bank. It is the benchmark
by which our performance as a development institution will be measured.

Our approach to poverty reduction has evolved over time, incorporating the lessons of experience.
The latest stage, building on the 1990 World Development Report on poverty and the 1991 Board policy
paper "Assistance Strategies to Reduce Poverty," is the Poverty Reduction Handbook and Operational
Directive. In preparing these documents, we have benefitted from comments by the Board, our member
governments, other UN and donor agencies and nongovernmental organizations.

The priority now is to ensure that these policies are fully reflected in the Bank’s operations. The
Operational Directive and Handbook are designed to guide and strengthen our work in implementing, in
practical ways, the Bank’s commitment to poverty reduction.

Lewis T. Preston
President, the World Bank
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Handbook Notes

During the Board discussion of the WDR 1990, many Executive Directors raised questions about
the process of operationalizing it. They focused on the preparation and presentation to the Board of a
policy paper on poverty reduction. The Board discussed that paper, Assistance Strategies to Reduce
Poverty, on January 24, 1991. The paper has recently been published.

In endorsing the paper’s recommendations, the Board stressed the urgency of putting in place
the operational framework—through a Poverty Reduction Handbook and Operational Directive (OD)
4.15, Poverty Reduction—to make poverty reduction central to the formulation of the country assistance
strategy.

The OD was prepared in tandem with the Handbook. The draft OD was discussed at a Board
seminar on December 13, 1991. The OD was issued at the end of December. It contains practical
guidelines for the Bank’s operational work on poverty.

The discussion draft of the Handbook was also discussed at the Board Seminar. It had been
the subject of an earlier seminar with UN agencies. The present document reflects the inputs of and
comments received from Executive Directors, UN and donor agencies, and NGOs.




Preface

1. The World Bank’s approach to poverty reduction has evolved over time. In the 1960s, the Bank
focused on economic growth as the key to poverty reduction. In the 1970s, attention shifted to redistribution
with growth and a more direct role for economic policy in rural and urban development and in promoting
equitable income distribution. By the late 1970s, satisfaction of basic human needs had become an
increasing concern. Each of these themes has left its mark on the Bank’s approach. Cumulatively, they
have increased recognition that growth alone is not a sufficient objective—or adequate measure of the
success—of development and that investments in human resources help to increase incomes and reduce
poverty. This recognition was central to the World Development Report 1980.

2. In the early 1980s, the Bank paid substantial attention to problems of adjustment, as borrower
countries faced serious external and internal macroeconomic imbalances. Although this shift may have
temporarily overshadowed the Bank’s poverty reduction objectives, policy-based lending enabled the Bank
to deal more effectively with the relationship between poverty and policies. Poverty reduction became an
increasingly important public expenditure during adjustment lending. Mirroring this, other aspects of
adjustment lending increasingly addressed poverty reduction, as did investment lending, research, and
economic and sector work. The reemphasis on poverty was reflected in, and strengthened by, task force
reports in 1987 and 1988 on poverty reduction.

3. The World Development Report (WDR) 1990 and Assistance Strategies to Reduce Poverty increased
the momentum. The WDR'’s two-pronged approach for sustainable poverty reduction consists of broadly
based economic growth, to generate efficient income-earning opportunities for the poor, and improved access
to education, health care, and other social services, so the poor can take advantage of these opportunities.
The approach includes a social safety net for the most vulnerable groups in society, who cannot work.
Assistance Strategies to Reduce Poverty showed how the WDR approach could be applied to operations.
The document provided a conceptual framework for moving from the WDR’s emphasis on country
instruments—policies, public expenditures, and institutions—to Bank instruments, such as economic and
sector work, the policy dialogue, lending, technical assistance, and donor coordination. The paper also
emphasized (a) the assessment of country policies, public expenditures, and institutions; and (b) the design
of Bank country assistance to support and complement country efforts to reduce poverty.

4, The Poverty Reduction Handbook and Operational Directive 4.15, Poverty Reduction, take these
initiatives the next step. The Handbook surveys operational approaches to poverty reduction mostly within
the Bank and provides a framework for (a) analyzing poverty and preparing country poverty assessments,
(b) designing country assistance strategies that support country efforts to reduce poverty, and (c) measuring
and monitoring progress. The Operational Directive provides practical suggestions for strengthening the
focus of Bank operations on poverty reduction.
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