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Explainer: The World Bank’s International
Development Association (IDA)

Created in 1960 as part of the World Bank Group, the
International Development Association (IDA) makes
grants and concessional loans with long repayment
periods and low interest rates to the world's poorest

\\ Borrowers: who gets IDA funding?

IDA Borrowing Countries
with education projects, 2023
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(Data from World Bank, IDA)

IDA has far-reaching effects, improving living conditions
for the two thirds of the world's poor, 500 million people,
who live in an IDA eligible country.? Twenty percent of
IDA's project lending was through grants in 2023, more
than $7 billion. Africa received 75 percent of the total
commitments, nearly $26 billion. Each of IDA's top ten
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countries. Eligibility for loans and grants requires that

a country’'s Gross National Income per capita be under
a specified amount, $1,315 in the fiscal year 2024. There
are currently 75 countries eligible for IDA resources.!

FY23 IDA Lending by Sector, % of total
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borrowers received over $1 billion in financing with the top

four borrowing countries receiving over $2 billion. Pakistan
was IDA's top borrower, receiving over $2.3 billion.

Totaling $34.2 billion in FY23,° IDA investments
were concentrated in infrastructure, social
services, and public administration.
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N\ How is IDA funded?

IDA20 sources of finance (estimated $ billions)
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(Chart from Center for Global Development, "ABCs of the IFIs: Understanding the World Bank's IDA21 Replenishment”)

Because IDA prioritizes concessional financing, it
requires periodic replenishment by donor countries.
Donors meet every three years to pledge resources and
review its policy frameworks. The twentieth (IDA20)
replenishment took place in December 2021, resulting
in a $93 billion financing package.* At the end of 2024,
donors pledged $24 billion in contributions, which,
through IDA's leveraged funding model, will enable
about $100 billion in lending.

Many donor countries will then require legislative
approval of their pledges, including the United States.
The Biden Administration pledged $4 billion, which
was 16% of the total pledges and in line with the

US share of the World Bank. If Congress authorizes
and appropriates the funding for this commitment,

it would likely be paid in three installments
corresponding with US fiscal years 2026-2028.

Other major contributions included in this pledging
cycle came from the United Kingdom, which upped its
commitment from the previous cycle by 40% with a $2.5
billion pledge, and host South Korea, which increased
its pledge by 45% from the previous cycle. South Korea

has gone from IDA recipient in its early years to notable
donor country. Other significant increases in pledges
came from Croatia, Poland, Latvia, and Norway.

IDA's income is composed of roughly one-third pledges,
one-third bond issuances in international capital
markets, and one-third repayments from borrowing
countries and carryover from prior years, with other
sources shown above providing additional in-flows.

IDA's multifaceted funding model allows it to leverage
each donor dollar 4 times, as demonstrated in the last
replenishment cycle, while effectively managing risk.
By using its equity to issue bonds in international
markets, IDA generates additional income, enabling

it to significantly expand financing to client countries
without compromising its financial stability.

Although debt issuance is important to IDA's funding,
it does introduce risk. IDA manages this risk by
maintaining high capital adequacy which ensures IDA
is covered after a severe shock. This risk management
enables IDA to maintain a triple A credit rating.
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\\\ Why does funding IDA matter to the US?

IDA supports US interests by fostering global stability and peace through helping poor countries build resilience.

IDA helps countries take charge of their futures: IDA has a strong track record of
lifting countries out of poverty. Thirty-six countries have graduated from eligibility for
IDA support and now are donors themselves.® South Korea typifies how IDA support
leads to successful development. Using early grants to catalyze a rapid transformation

into prosperity, South Korea has pledged nearly $600 million to IDA21.°

@ IDA dollars are highly effective: Each single dollar put into IDA today enables four
dollars in lending under current circumstances. In the current funding cycle, $24 billion
in donor contributions underpinned a total replenishment volume of $100 billion.

_ LI IDA is the last, and best, option for the world’s poorest: Rising interest rates and debt crunch
— » make IDA's grant-making especially powerful. Additionally, fewer financing options currently

I exist for many countries, especially for those without access to global capital markets.

IDA is transparent: The 2022 Aid Transparency Index ranked IDA second
out of 50 of the world's major development agencies. IDA has been in the
’\ highest category since the index was first published in 2010.”

IDA delivers effective on-site results: 83 percent of IDA projects were given a satisfactory
@ or better rating by the World Bank Independent Evaluation Group in the last two years.®
Surveys confirm that the countries IDA works with hold it in high esteem.®
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