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FoR4 Nr. 57 t TERNAt1QNAt QEVELOPMENT INTERNATIONAL BANK FOR INTERNATIONAL FINANCE
SOMS Nr0 Y ION RE ONSTRUCTION AND DEVELOPMENT | ECORPORATION

OFFICE MEMORANDUM
TO: Mr. M. Shoaib DATE: September 1, 1972

FROM: Davidson Sommers 0 CONFIDENTIAL

SUBJECT: Organization Study

Here are some left-over thoughts from the Organization Study on

points which seem to me worth further consideration.

Evaluation. The division of policy-making responsibility between

Knapp-Baum and Chenery is one of the important matters being considered.

As a different but related point I suggest that evaluation be made part

of Chenery's responsibility. The role of the Chenery group will be to
question Bank policies and practices in the light of broad developmental

objectives. Evaluation of how past practices and policies have worked
should be part of that process. Assignment to Chenery will also have
the advantage of focussing the evaluation function on Bank policy and
performance rather than on the performance of particular projects or
particular countries. There doesn't seem to me to be any real need t6
keep evaluation under Finance or Programming and Budgeting.

A2p rsalReports. I believe the Bank puts too much emphasis on

the quality of operational reports. I have reviewed a sample of appraisal

reports. They are excellent. But I wonder whether they are not too

elaborate and polished for the audiences at which they are aimed. If
they were designed for staff decision-making, they could presumably be
less formal and less polished. If they were designed for Board decision-
making, they could presumably be briefer and contain less detail. There

is talk of the educational value of these reports to government bodies
t..oughout the world. I can understand that they may have educational
vasue when they deal with innovative projects but I am doubtful in the
case of run-of-the-mill projects. In any event, satisfying this educa-

t onal demand, if it exists, may involve a considerable cost in dollars

and manpower. I suggest that the Bank study this whole subject, decide
what audiences it really wants to reach, and consider whether it might

not be more efficient and more effective to design different forms of

reports for various audiences and project types rather than trying to

reach all audiences with the elaborate format on all projects. Perhaps

this kind of assessment may have been made in the past but I am not

aware of anything of the kind outside of the Projects complex.

Communications with Staff. The one complaint that I have heard

most frequently is that members of the staff, long-term and short-term

alike, feel remote from the management and the decision-making process

and uninformed about what is going on and why. The Staff Association
is a symptom of this kind of dissatisfaction in the area of work con-

ditions, etc., but the problem also extends to Bank policies and opera-

tions. To a large degree this is inevitable in an organization of such

size and rapid growth, but I think far more could be done to give the

staff a sense of being informed and involved. I suggest that in addi-7

tion to the important areas of training and career advancement which

the McKinsey teams have stressed, the new Vice President for Adminis-

tration should concern himself with the matter of communications.

DSommers:ea
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OFFICE MEMORANDUM
TO: Files DATE: August 21, 1972

FROM: John A. Kin /i
SUBJECT: linus of SttriOr Comitte Voetinr o n ust 1on 1972

1. The Stering Comittee net with the consultants on August 11, after
the announcement of the basic future reorganization to discuss what steps
should be taken nexZ. Present were e o. Shoaib, Sossrs, TSining, Kearns,
essencer, Schiacher arnd King for the ank and essrs. Rohrbacher, Graves

and Kavarana for the consultants.

2. Mr. Shoaib opened the meeting by asking for any reactions on the part
of hank staff to the announcement of the basic decision. Mr Schouacher re-

ported on a meeting of the Agriculture toljcts Department and the principal

que:tions which wern raised. These incleed:

a) What was the meanino of the er Ifucti1-onal control"l which
was used by Mr. Mc,amara at the metin: with "nior Staff
and the phrase 1functional ruAence w:hich was ue in the
circular, and ho exercised this 'control or "or dnce"?

b) What was the meaning of the word "speci 3 lig s ad how
specialized were thay? 'tre Mio Chiefs includei in
thne tern?

c) Who would undertlae sector ork and be responsible for
soctor pI i cy?

d) Ho WOuld the projct divisions work ,`h the arel1vision
in the regional. framework, with the pjc divisions, tor
the most~ part, being so aoncharger th "n the~ are 2 :;isionsa?
How ould' th project divisions relae ' o thle pe under the
Vice President, Projects.

e) How would flexibi Litv to moet p0rojeC a a rk prgrams
achievd? Would it be d.m through brro;ing between regions
or largely through the use of consultants.

f) How would project staff be alca tould they hava the

chance to express a preference?

3. Mr. Schumacher said that it was his impression that most staff wished
to be assigned to the regions in order to be closer to operations. Members of
the Steering CoAnmitee found this hopeful since it indicated that the reorEani-
zation was being taken as a fact to be lived with. Mr. Shoaib said that the

Division Chiefs would be selected by A-gust 18 and that staff would be allocated
after that. The precise method of allocation had not yet been determined.

II. Mr. Shoaib then reviewed the things still to be done. He pointed out
that the rest of the McKinsey work was to be sprerad over a longer period than
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rrially intendd hre wrld he an iglemntation - p under I. Keans.
Kr. Schmacrher woeul be asso to tha 'it >i would he cet:.rnecd ;ith
alismater's (- jimplemen~t Con, 13e Juzerng

Cormitte2 would cont i to exi t and. work with 3c2 J ino/ on the poliLcy mattcr;
still to be dectided.

5. Amon; the questions still to b- eexined were the folloing:

a) Policy Planning - terms of reference and location.

b)) Central Ec~onomiic Staff - tracture cf the Contral
Economics Comlex 'ad the division of functions between
Messrs. Baun and CLhory.

c) The Ficld OCfices - guidelines for their functions their
location and their size. There were also iir quetaions
relatin to the Paris, London and Tokyo Cffices

di) The intecrnael organization~ and; lcatiLon of ITC.

e) Thes inte rnatl organiizafion of P & B and the support
departntts,

) Industr i.l Sector Policy rd nI elatwionsh p between fC,
the L-nd;'s rial Prcj<;ets iborar tens adt Dlopmtent F-i nce
Conpany work:.

g) !a~jor procedu>ral crmYes,

1) The nature of IIunc ional guidt:> a ho; it is exercised.

i) The internal crganistion of vt Oice of th Vice President,
Projects, part icu>L'Vly h com ra policis r .

6. Mr. Soab askedr EC~im an .Cerst c' upwit an implemen-I

tation pln. Mcoine /a also -ed to de o an indoc±rnio rora- f"O or
Bankc stfi to give t-emJ an undmnn to b c v by
the reorgan1saion a <iway in vwic th 'reor nie -nk would o et.
Partical3 i mporta ~>nt wa a c r udrst-aning of the deiin king process.

7. Mcliftsey noted that they had exprese views en al qu1esvtiens raised
aned that unfless the struc ural ci an : had changed the cacnps inolved, their _

answers would be the ;ane Therc., ther-efore ske<d for thei r misson to be
Cmlifie. K. h-oaibo nointed ou;>t at. thu a done a lot of bacgound work

which ane Dts<ering Co-mi te haad Iot seen and ha they s-hul dwlop L0 this
rateria so as to provido a more solid jus tifica-tion for the answers they had

given.

cc: Messrs. Shnoaib, Sommors, Dieouth, Twining, Kearns, Thssenger, Schumacher

JAkKing :lb



INTERNATIONAL DEVELOPMEENT I INTERNATIONAL BANK FOR INTERNATIONAL FINANCE
ASSOCIATION RECONSTRUCIION AND DEVELOPMENT CORPORATION

OFFICE MEMORANDUM
TO: Mr. Mohamed Shoaib DATE: August 14, 1972

FROM: A.T. Schumacher

SUBJECT: Comments of Agricultural Projects Staff on Reorganization

I attended a joint meeting of three agricultural projects department
divisions on August 12 (Livestock, Credit, and Agro-industries). Staff
raised the following questions:

(a) Mr. Evans used the term "functional control" to describe one
of the purposes of Mr. Baum's department. ihat does this mean
in practice? Will this department continue its review and
control functions like the old front-office-projects?

(b) What will the staff composition and structure be of the
Agriculture divisions in the regions and of the nuclear deoartments
under Mr. Baum? How many staff will the nuclear Agriculture
Projects Department have? (ir. Evans said 12).

(c) How many staff would be in each regional projects division and
how would this division be structured? Would its chief have
the same status and pay as an area chief? Would these be
"groups" or sections" under some type of deputies below
the regional projects chiefs?

(d) What will happen to the current appraisal/supervision schedules?
Will those scheduled to leave before October 1 go as scheduled
and staffed or will they be rescheduled and restaffed with
members of the new regional projects divisions?

I (e) Who will be responsible for "sector reviews", Mr. Baum's group
or the regions? (Mr. Evans said the regions).

(f) Will the Agro-industries be split or kept intact under Mr. Evans?

(g) Will not policy formulation be further diluted between the
regions, Mr. Baum and Mr. Chenery? What does Mr. Chenery's
new title "development policy" mean in practice? Will policy
be imposed from on-high without feedback from the regional
operation people?

(h) How specialists are the specialists'

(i) Will not five regions significantly reduce flexibility of
staffing? (Mr. Evans replied that in the short run more consultants
will prcbably be needed with more staff to be hired in the future).

(j) Will staff have a chance to state their preferences or will they
be allocated;

ATSchunacher:go



INTERNATIONAL DEVELOPMENT INTERNATTONAL BANK FOP INTERNATIONAL FINANCE
ASSOCIATION RECONSTRUCTION AND DEVELOPMENT CORPORATION

OFFICE MEMORANDUM
TO: Nr. Mohamed Shoaib DATE: August 7, 1972

FROM: John A. Kin

'SUBJECT: Plan for Informing Staff of the Reorganization

L. Objectives

1. To give staff a clear understanding of Mr. McNamara's perception of
the need for change and the steps to meet this need.

2. To reassure staff concerning both their personal future and the
future of the nrofessional objectives for which they have been woridng in
the past. (This reassurance is particularly important for Projects staff
who may see in regionalization two principal changes: (a) a potential
sacrifice of project quality in the interest of greater speed and efficiency
in the project cycle and (b) a substantial weakening of the authority of
the Projects Departments and their control over project quality and the
careers of Projects staff.)

II. Plan of Notification

August 8 - 10.00 am Notification to the Board (Mr. McNamara)

2.00 pm Notification to Senior Sitaf including
Deputy Directors (11r. McNamara)

August 9 - 10.00 am Notification to Division Chiefs, Deputy
Division Chiefs and Senior Advisers of
all Projects and Area Departments, and
Office of the Director, Projects
(Mr. Mca'ramara)

11.30 am Notification to the Officers of the Staff
Association (Mir. Shoaib)

12.00 Distribution of the Administrative Circular

Press Release

August 10 - 1r. McNamara meet with all professional staff
of each of the Agriculture, Education,
Public Utilities and Transportation Projects
Departments

and/or

Directors of the Area and Projects Departments
meet with their respective professional staff
(in groups of 40 or less)
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At each of the meetings with staff it should be made clear that much
analysis and many decisions are required before the new organization can cone
into being. The more important analyses concern the internal workings of the
regions and the revised project cycle and planning procedures. The more
imortant decisions concern the support departments, delegation of authority
and allocation of staff. In connection with the allocation of staff, it should
be made clear that no staff assignments will be made until the staff member
concerned has been consulted and asked for his preference.

To assist the Directors in their presentation, they should be supplied
with a three-to-four page memorandum outlining the key facets of the new
organization and explaining the next steps. A Bank staff member of the Study
Team should be available to assist each Director in his discussions with staff
(these individuals should be briefed by you as to how much can be said on
various subjects in answer to questions). This memorandum, or an edited ver-
sion of it, could also be given to staff as they leave their respective meet-
ings with Directors.

III. Rationale

First, we believe that it is of critical importance for Mr. MzLcNamara to
meet with the staff most imnediately affected by the reorganization to gain
their understanding and support. The reorganization is seen by the Eank staff
in general as Mr. McNamara's idea and they will be expecting him to explain it
to them. We believe that this point cannot be overemphasized.

Second, we believe that the staff should be informed through regular
Bank channels and for this reason, we have proposed that -

a) the Staff Association be informed after Division Chiefs,
et al., and by you rather than Mr. McNamara, and

b) no meetings be held with special groups such as the
5.30 Club or the YPfs, for example.

Third, no general meeting of Mr. kcNamara with all professional staff
or even all professional staff from the Area and Projects Departments is recom-
mended for lack of an adequate meeting place.

cc: Messrs. Twining, essenger, Schumacher

JAKing:lb
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OFFICE MEMORANDUM
To. Mr. Robert S. McNamara DATEtugust 4, 1972

RoM: Mohamed Shoaib

SUBJECT: Report of the Stecrin Committee

Attached is the Report of the Steering CommiLtee on the McKinsey

Report dated July 28, 1972. I am pleased that we were able to develop

a broad consensus among ourselves on the basic recommendations.

While McKinsey and especially the Bank members of the team

did background work on a number of related issues, the Committee has not seen

recommendations or even partial analyses on many of these issues. Therefore,

the Steering Commi ttee is convinced that much further work and many decisions

remain before the concepts underlying the basic structural recommendation

can be implemented in full.

Also, the Comilte tulIy supports a McKinsey recommendation

that implementation of the organizational changes be phased to ensure, tine

for a careful personnel audit of all staff members' qualifications for

"management responsibilities" under the proposed organization. Appoint ments

below Director levels ought not be made prior to such an audit. Careful

coordination with the results of the compensation study would need to be

undertaken as part of this audit. Job descriptions for the new jobs have to

be developed promptly to permit the matching of the jobs to be done with the

best ¾jaalified persons an4-tle determination of the appropriate levels of

responsibility . -

MShoaib: go



REPORT TO THE PRESIDENT

ON

McKINSEY & COMPANY'S

RECONMENDED ORGANIZATION STRUCTURE

OF THE WORLD BANK GROUP

August 4, 1972



The Steering Comittee (members listed in Annex 1) has met about

every two weeks with the consultants since January. The Committee's

recommendations and comments below are focussed principally on the organization

of the operational units of the Bank -- the Area and Projects departments and

the Central Economics Complex, as is the McKinsey report. Many vital questions

dealing with the Bank Group's procedures and the rest of the Bank's organization

are yet to be answered. The more important of these are listed in Annex 2.

I. Recommendations

McKinsey have concluded that the Bank should adopt a regional

structure -- incorporating the area departments and the larger projects departments

into geographic groups.

Regional Organization

After lengthy questioning of the McKinsey Team about the pros and cons

of other forms of structural change, a Committee view, with one member dissenting,

emerged in favor of the McKinsey recommendation for a regional approach

encompassing the activities of the present Area and Projects Departments.

The Committee agrees that while the sheer size and complexity of

current Bank operations are causing sore work stress,-especially in the Projects

Departments, there is today no major crisis requiring immediate large-scale

reorganization. The Committee accepted the core recommendation for a regional

structure for four main reasons:

(1) to handle beitter the present size and the future growth of the

Bank Group outlined in the 1974-78 plan;

(2) to provide a single p.rimary channel of communication with

borrowers who now have to deal with an increasing nudber of IBRD

departments and groups;

(3) to bring more concentrated attention to bear on the specific

development problems of individual countries and regions;

(4) to facilitate a return to the "teamwork" approach that prevailed

when the Bank was smaller.

Numbers of Regions

The Committee could not agree on whether three, four or five regions

would work best. The greater weight of opinion in the Committee, however,

is in favor of a smaller rather than the larger number of regions. With

three regions, there may be less disruption to staff, a smaller unallocated

technical pool, and larger and more flexible projects groups within the regions

thus assuring a "critical mass" of managerial and technical skills for each sector,

all of which would contribute to the maintenance of project quality. There
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would also be more accountability because the Regional Vice Presidents would

have more control over staff resources, and a more uniform and consistent
application of Bank policy. Three regions initially could, of course,
be an interim step toward a larger number of regions.

On the other hand, five regions may perit "area work" to be
performed more effectively with more attention at the Vice Presidential

level for each country, 'a better environment for Area-Projects tea.work

because of the regions' smalJer staff size, and balanced area and projects

wings within the regions (with three regions some Projects divisions could be

as large as 40 while the Area divisions would be about the present size).

Five regions would probably serve the Bank several years without the need

for further major reorganization. However, a potential disadvantage of five

regions may be the present shortage of experienced projects staff capable
of managing whole sectors.

Fhur regions would permit, as a compromise, the inclusion of

North Africa and the Middle East as a separate region which the three region
alternative would not. Both three and four regions require the merger of
East and West African countries into a single region.

Research and Policy Planning

The McKinsey recommendations would have the effect of taking
operational policy work away from the operations staff and placing it

with the staff doing research and economic studies. The Committee is opposed

to this recommendation basically for two reasons. First, we do not think
that a esearch and Policy'tiamning staff combining under one Vice President
both broad-gauged economic studies, and the formulation of operational po3ey

and guidelines will work effectively since it would be too divorced from
operations and could become dominate9d by theoretical considerations. Second,
keeping the projects policy staff and the unallocated technical specialisth

together has the advantage of keeping intact the staffs of the Departments

representing emerging sectors (Tourism, Population, and Industry) and of
assuring that technical and sector policy formulation will be undertaken

by operationally oriented staff. A widely shared response to Mctinsey's
presentation to the Senior Staff was that operational policy work should not

be separated from the operational staff. Views were expressed that AID

experience with thepolicy organization proposed by McKinsey proved unsatisfactory.
The unanimous view of the Comrittee is that the projects

policy staff, the unallocated technical specialists, and the divisions of
the Economics Department which deal with sector policy should form a unit

headed by a Vice President reporting to the Vice President, Operations.
This recommendation has the important advantage of placing under the

Vice President, Operations, the policy staff support that he would require
to initiate and react to operational policy innovations and improvements.
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Industrial Operations

In the Corittee's view, coisiderationl of DFC regionnlization

should be postponed pending the resolution of how industrialization policy

coordination will be achieved. The Committec notes that the Bank Group

has been experiencing difficulty coordinating the private sector work of the

IFC with the Bank's activities, especially with regard to industrial strategy

and policy. The McKinsey recor=mendaticn nimkes little change in the present

situation wherein the principal vehicle to ensure the required coordination

between the IFC and the Bank is a committee. There is no indication of why

this arrangement will work better in the future then in the past. Further study

of the ank/IFC relationship should be begun immediately so that, if possible,

the results can be coordinated with other changes being made. The Committee

agrees that IFC should remain separate and be charged with the "private sector"

aspects of the Bank Group operations. McKinsey has not made recommendations

on IFC's internal organization. Therefore, the Committee's recommendations

will depend on further study.

Administration

Management training and manpower development are undoubtedly important

but they appear to be overly emphasized in the Report. The activities of the

Administrative Services Department do not appear related to those of the

financial complex and, therefore, there seems to be no reason to place the

Department organizationally under the Vice President, Finance. The Committee

recommends that the Administrative Services and Personnel Departments report

to a Vice President, Admitisation.

An a'dditional department for organizational planning and evaluation

should be created to carry the brunt of the staff work in implementing the

changes now agreed upon and to provide continuing close attention to the

Bank Group's structure and internal efficiency. This Department should also

report to the Vice President, Administration.

External Affairs

More study is needed concerning the organizational requirements of

the Bank Group's work in the genera-l area of external affairs in which

several departments and officers now have responsibilities before a recommenda-

tion can be made.

Chief Eccnorists

Each Regional Vice President should have a Chief Economist in a staff

capacity to advise him on economic matters. One of his most important tasks

would be programing the country economic reports in consultation with the

economic complex.



Programing and Budgeting, Program Evaluation, Internal Audit, and Long Pange
PlarInin

The Committee has not yet had sufficient information to be able to
form a judgment cn the proposed organizational locations for Programing and
Budgeting, Program Evaluation and Internal Audit. Long range planning also
has not yet been considered.

If ultimately the Programing and Budgeting Department reports directly
to you, rather than to the Vice President, Finance, you should consider whether
the financial planning functions should be transferred from Programing and
Budgeting to the financial complex.

Titles

Except for the Regional Vice Presidents, the Projects Policy, and
Administration Vice Presidents, decisions on titles at all levels should
be deferred until the basic structure is decided. However, we do- recommdnd
that the title "Director" he substituted for "Assistant Vice President".

Operations Committee

A Bank-wide Operations Committee, whose specific functions and composition
would be determined after the appointment of the Vice President, Operations,
to deal vith inter-regional or cross-sectoral problems but not %ith individual
projects should be created.

Alternative Career StreamA"

A priority task to ensure high morale and staff commitment to the
new organization is the development. of career streams for experienced staff
members who because of preference or qualifications may prefer careers as
operational mission managers (Economic, Projects, Resident) rather than as
internal managers (Division Chiefs, Deputy Directors, etc.). The Personnel
Department, as a first order of importance should consider the adequacy of
our career structure to meet this need.

II. Recommended Next Steps

. All of the steps recommended by McKinsey need to be taken but the
sequence should be different. After the decision is taken to adopt a regional
organization an implementation plan should be prepared showing the work to be
done, both by McKinsey and the Bank and the desired timing. The Bank staff
to be involved in implementation should discuss and agree to this plan before
it is submitted to you for approval. The plan should include the following
subject areas:

(i) Outstanding issues (the resolution of the questions referred to as left
unresolved in this report and those listed in Annex 2);
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(ii) Staff explanation (a program of acquainting staff with the new
organization and answering their questions);

(iii) Staff allocation (the selection of Division Chiefs and others and
matching of existing staff to new jobs);

(iv) Transition plan (for the transfer of staff from existing jobs
to new ones);

(v) Procedures (the development of procedures for the activities as
they will be done in the new organization-- resulting in
Operating Manuals);

(vi) Policies (the codification of policies to facilitate delegation
of authority); and

(vii) Space plan (for housing the new organization).

SN



ANNEX 1

Members of the Organization Stud, Steering Coittee

Mohamed Shoaib - Chairman, Vice President

Davidson Somaners - Chairman, Equitable Life Assurance Society of the U.S.;

former Vice-President of the Bank,

Richard Dumuth - Director, Development Services

James Twining - Director, Administrative Services

John King - Office of the Director, Projects

Leif Christoffersen - Division Chief. West Africa

Harold Mcssenger - Division Chief, Organization and Procedures

August Schumacher - Agriculture Projects

.. |
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Important Unresolved issues

A. Procedure for policy formulation needs to be worked out in more detail.

B. Procedures

(i) What are the objectives and performance criteria by which the new
managers will be judged?

(ii) What operational planning system should the Bank Group follow?

(iii) Can the project cycle be improved, if so how?

(iv) How can "bunching be minimized?

C. Role of resident missions

(i) What criteria should the Bank use for establishing and/or expanding
overseas missions?

(ii) What should they do?

(iii) How much authority should they have?

(iv) To whom should they report?

D. Other . *

(i) How will the regional organizations work internally?

(ii) How should the support funcfions be organized?

(iii) If the present "management style" of the Bank is a problem,how and
in what respects should it be changed?

(iv) What additional authority is to be delegated, to whom and on what
conditions?

(v) Role of New York, Paris, Tokyo offices.
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(Partial Chart)

PRESIDENT .

lcononic Adviser Vice President ice President
to the Finance Adminisltraticn

dnident
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Eceomiec Studies controller Planning
Cmputing Personnei

Aetivities Administration
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Services

Vice President, eerutive

Operotion, and Vice President

Chairran- rations Interndtional
C-- ertee Finance corpotaion

H.b. NU-ber of regious it illustrative only.
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Program Project Foro Proga Prograra Project Program [ roro Progor oe
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July 31, 1972

Com.ments fro-m Mr. Demuth re McKinsey Report

On Recommended Organization Structure

1. I agree with the general approach.

2. I believe that three rather than five regional bureaux would be better

initially -

(a) much less disruptive;
(b) much smaller central technical pool;
(c) much easier to staff regional technical divisions;

(d) regional technical units would be of a size constituting a "critical
mass" - sufficient technical expertise to permit interchange of

ideas and reinforcement. Not possible with five - single agronomist
vs livestock specialist.

Three should be step towards five ultimately.

3. I agree on merger of Economics Department Divisions and technical peisonnel
into Sector Policy Units but I do not agree that Sector Policy Units should
be combined with Research and Economic Studies. I would comine with Sector

Support staff under Vice President, Sectoral Support and Operational Policy,
and put him under SVP, Operations.

h. I believe we need a Policy Committee - also a General Policy Planning
Staff, including economists and others. This could be put under Vice
President, Research and Economic Studies - but I would rut it together
with P & B and Program Evaluation as an additional function.

5. I an not clear why Administrative Services goes under SVP, Finance, instead
of under a VP, Administrati on (instead of Organization and Personnel).
Whether SVP, Finance, should do IDA Replenishment should be decided liter.

6. European and Tokyo Offices are left unassigned.



FORM No. 57 INTERNATIONAL DEVELOPMENT INTERNA1IOAL BANK FOR| INTEPNATIONAL FINANCE
ASSOCIATION REC NsTRUCTION A1 N ELCPMENT I CORPORATICEN

OFFICE MEMORANDUM
TO: Mr. M. Shoaib DATE: July 31, 1972

FROM: D. Sommers

SUBJECT: McKinsey Organization Report CONFIDENTIAL

Here is the memorandum on the Organizational Study of which I

spoke to you this morning, for whatever use you wish to make of it.

One argument is implied but perhaps should have more emphasis.

The McKinsey team have stressed the importance of making operations

more sensitive to regional and country differences; but they assign

operational policy and standards to the group most remote from the

countries and regions and from actual operations.

DSommers:ea



FOR' No. 57 INTERNATIONAL DEVELOPMENT INTERNATIONAL 8ANK FOP INTERNATIONAL FINANCE
ASSOCIATION RECONSTRUCTION AND DEVELOPMENT CORPORATION

OFFICE MEMORANDUM
TO: Mr. M. Shoaib DATE: July 31, 1972

FROM: D. Sommers

SUBJECT: McKinsey Organization Report

1. I agree with the main recommendation, i.e. to organize operations
by regions under Regional Vice Presidents who will have both "area" and
"projects" staff and be responsible for country and project aspects.

This development seems inevitable in view of the loads now borne by the
Chairman of the Loan Committee and the Director of Projects and the
prospect that these will greatly increase in the future. In addition,

I agree that this line operation structure is desirable because it will
fix responsibility instead of dividing it, thereby facilitating much-
needed delegation of authority and permitting greater adaptability and

sensitivity to regional differences. It will also have the significant
advantage of offering better career advancement opportunities and afford-

ing better training for management succession.

2. Whether there should be three, four or five regions is a practical

matter on which others have more basis for judgment than I do.

3. There are various points on which the report seems to me to be

more specific than is necessary or useful. (This is not a criticism of
McKinsey's work; they were asked to be specific.) It is not clear to
me, for example, that external relations should always include informa-

tion; that finance should always include IDA replenishment; or, as the

report recognizes, that finance should always include administration.

These assignments must be made in the light of the qualifications of
the people involved and the "style" interests and experience of the
President.

4. My major reservation relates to the proposal for a Senior Vice
President for Research and Policy Planning. This seems to me to pro-
vice an unsound structure, to repeat in different form the main defect

in the Bank's present organization, and to be inconsistent with the

principles on which the regional organization is recommended. The
report does not adequately state my objections and its justification

of this proposal tends to confirm rather than remove my doubts.

Basically my difference is that I consider formulation and

recommendation of operational policy and standards (as distinguished

from long-range planning and evaluation) to be part of operations and

not a function that should be assigned to a separate and parallel

organization. To do so is to divide what seems to me an indivisible

responsibility (as the Bank has previously done in the area-projects

split). The confusion is reflected in the report which describes the
Senior Vice President Operations as "responsible for guiding and coordi-

nating the work of the regional departments", but then assigns the same
function, formulation of "guidelines", including policies and standards,
to someone else.
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Put in a different way, this proposal continues the weakening of

the position of the VP Chairman of Loan Committee that has 
been going on

for years, for example, by the establishment of the "Economic Advisor

to the President" and by putting projects on a coordinate 
Vice Presiden-

tial level. If the VP Chairman's role of deciding day-to-day area-

projects issues is to be delegated to the regional level, as it should

be, the obvious remaining role for him is policy and standards 
formula-

tion and coordination. But this would be assigned elsewhere and the

staff he needs for the job would likewise be assigned 
elsewhere. I

cannot recognize this as consistent with the principle of clearly

assigned responsibility. If the SVP-OP is to do a real job he will need,

in my view, a similar staff of his own.

Moreover this 'proposal is inconsistent with the objective 
of

reducing the load of the President. "Guidelines" are to be formulated

by the SVP-RPP and "agreed to by the operation organization". I would

predict that much of the arbitration function previously performed by

the Chairman of the Loan Committee will be moved up to the President's

office by this proposal. The SVP-OP will be left as merely an addi-

tional level between the country work and the President.

The report defends this arrangement as "sound in principle".

But when the McKinsey group were asked to give examples 
of similar

schemes which had proved successful, none was forthcoming; whereas

members of the study team offered at least two examples of somewhat

similar arrangements (UNDP and AID) which had been 
regarded as unsuc-

cessful.

My suggestion is as follows:

First choice: transfer the whole sector policy planning group,

including its VP, to the staff of the SVP-OP-and merge it with

the proposed sector support group, the merged group to be

headed by a vice president.

Second choice: transfer at least such of the sector policy

planning group as comes from the projects 
departments to

the staff of the SVP-CP and merge it with the sector support

group as above under a vice president. 
What sectoral staff

remains in the research group should be called "sector studies"

or "sector policy studies" or some such name 
and should be

regarded as a service organization, the responsibility for

formulating and recommending operational policy 
and standards

clearly remaining with the operational organization.

Under either alternative what would remain in 
the research and

sector studies group would not warrant a SVP 
title in my opinion. The

group should continue to be called the Economic Services Staff 
and

should be headed by an Economic Advisor with the rank, and if desired

the title, of Vice President.



San Juan, Puerto Rico
July 21, 1972

Typed in Washington, D.C.

July 25, 1972

Mr. Shoaib

You asked me to put a few thoughts on paper regarding reorganization.

The belated result is enclosed. I had to put all this together hastily
if it was to be done at all. I hope it will be of some use.

As you know, I was very interested in the organizational study at

the start and still feel it would be a fascinating problem to work on.

To my consternation I have not had a chance to talk to any of the team -
except once in a hurry about the Delhi office just before that team's

trip was postponed! If there is any useful purpose to be served by my

meeting one or more of the team, please do not hesitate to let me know

on August lst.

Gregory Votaw

Attachment



Notes on Reorganization

1. The operations of the World Bank can be substantially improved, in my

judgment, by efforts to define issues early in the project and economic/sector

reporting cycle and to agree on the Bank's approach to those issues. Early

definition of issues (and consequently tasks) would mean that for any proposed

project, sector study or economic report, there would be a conscious effort

to define in advance specific objectives, difficulties, resistances within the

borrowing country, areas in which the Bank could or could not compromise, de-

sirable as well as minimal solutions, etc.

2. It will be alleged that this is present practice, but the degree of

detailed early definition of issues which I have in mind is rarely achieved -

or even attempted. The Country Program exercise, while helpful, is too broad,

general and far-reaching to dig deeply into specific project/study problems.

Typically, terms of reference for missions - even appraisal missions following

a series of identification, preappraisal and other costly steps - are very

general, embodying a checklist of all points to be.considered briefly rather

than a carefully prepared theory of the particular case.

3. One symptom of weakness in present practice is the frequent allegation

by borrowers that Bank staff members are constantly escalating demands,

raising new points as they work through the project cycle, and bringing up

long-foreseen issues only late in the negotiation process. Another clue to

the importance of this practice is the frequency with which major issues come

up just before or during formal "negotiations" - often without adequate in-

formation being available from preceding field missions for the Bank to deal

knowledgeably with the issue, even though the issue itself reflects no new

development but long-known phenomena.

4. Early definition of issues is possible under the present organization,

but it is by no means necessary or common. There are few institutional in-

centives to early definition, and these appear to be substantial disincentives;

individuals who let issues drift until very late in the project cycle not only

survive but in fact seem to be rewarded with growing power.

5. Under the present system, loan officers (and also country economists)

may be reluctant to raise issues early in a project cycle for fear of scaring

off or delaying further processing of "their" projects. Loan officers are

not supposed to know enough to give criticism of projects worth listening to.

Moreover, they may not have enough hard information from visits to the country

to make a well-educated assessment of real issues; even when they do have

useful information, they are seldom asked for it, and it is not unknown for

"volunteers" to be told to mind their own business.17hen Projects' personnel

are enthusiastic about a project Area officers may be reluctant to express

doubts; they want to make loans, they respect the judgment of the specialists,

or they may wish to cooperate in one case to improve the chances of cooperation

from Projects another time when the proposal originates with Area.
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6. Fortunately, there are many cases where communication is candid and

teamwork is fairly efficient at all stages of project development. But it is

disturbing to note how often this is attributed to good personal working

relationships among individuals involved. They can do good work despite the

system ! The fact is that nothing in the system demands early identification

of or agreement on major issues; it can happen, but need not. Nor, so far

as I can make out, are P&B and/or in-line supervisors judging d artmental

or professional performance on the basis of how often the individuals are

surprised (and delayed) by important questions being raised late in the

project cycle. Top management considers itself a court of last appeal to be

brought into operational questions only after all efforts to reach a com-

promise (sic) at lower levels have failed - when, of course, much time has

already been wasted and the issue is often so exacerbated that no constructive

solution is possible.

7. Another evidence of weakness in the present system is the way in which

the judgment of senior officers is employed in major lending (or economic study)

operations. It is possible to consult senior officers - at Department Head

and Vice Presidential levels - in the early stages-of projects (or economic

sector reports); but it is by no means required nor is it common practice.

As a result, senior judgment is often brought to bear for the first time after

field appraisal, after most of the budgeted man-months have already been

spent. One. even hears advocates of the present system boast that they can
make a more objective evaluation of project proposals because they come to

them fresh at Loan Committee stage, never acknowledging the extent to which

this "freshness" is paid for by very considerable waste in the preceding one

or two years of work by appraisal personnel, consultants, other UN agencies

and the borrowers' already overworked economic management teams. Is the

Loan Committee stage a good time to raise important issues? What mechanisms

exist to encourage flagging (and deciding) most of these issues earlier?

Most of the important issues clearly can be identified early. How many sub-
optimal decisions are taken now "because it is too late" to begin discussing

the real problems at L.C. or negotiation stage?

8. The organizational alternative which strikes me as most likely to over-

come present wastage is an arrangement under which issues are identified early

at the level of a single Department Head. It is important that issues be

specified, to the extent possible, before much manpower or other effort is

expended. Doubtful points, e.g., on the specific interpretation of general

policies to any particular case (project or study), would be referred to the

appropriate Vice President (or loan/policy committee) for guidance - again

before most of the preparation-appraisal. process. Needless to say, such a

procedure would not - and should not - preclude post-appraisal review; but

it should make more efficient use of preparation/appraisal resources and also

might well reduce negotiation and supervisory costs.

9. Under the proposed arrangement a Department consisting of 50-70 pro-

fessionals would include both generalist "loan officers" and economists as

well as specialists in the main sectors of lending for that Department. I

see no alternative to organizing such Departments along geographic lines, since
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the main unit of economic management in the world we serve is the nation state.

The simplest case to illustrate is for the largest borrowers of the Bank Group,

e.g., India, Indonesia, Brazil, etc., where about 50-70 man-years of effort,

taking the Bank as a whole, (and including field offices, legal work, research
economists, etc.) are already deployed annually - or so I would imagine and

P&B could verify. Such Departments could easily be divided into five or six
sector Divisions within each country Department. Other multicountry units
could doubtless be defined in terms of similar workloatds - either past or pro-
jected. There would still be a need for substantial residual pools of special-
ists - for example, in the family planning field - to be tapped by all Depart-
ments. There might also be significant interchange of specialists among
countries as well as longer term transfers from area to area to reflect changing

work loads.

10. The most profound objection to this type of organization is that it

seems to fly in the face of the present "adversary" procedure between Projects
and Area. I have already said that in my experience this "adversary" procedure
is not only inefficient in the use of manpower but also unsatisfactory as a
means of maintaining meaningful quality control. It is not really a procedure
comparable to adversary proceedings in law nor is our work suited to that sort
of treatment. The greater teamwork of the recommended organization would
improve quality, in my judgment, whereas the present structure is competitive
in only the worst bureaucratic sense, without significantly improving the sub-
stance of the argument or the content of decisions. Specialists and generalists
working together under a single department head are more likely to reach
accurate and searching judgments than under present procedures of inter-
departmental competition - with all the secrecy, jealousy and infighting that
separate bureaucratic units tend toward. Professionals of the level of in-

tegrity employed by the Bank will continue to express differing points of
view, even if they work in a system which offers fairly quick adjudication.
Under the proposed system decisions should be arrived at more promptly and

sustained more consistently through the project cycle than at present. The
system is likely to improve staff morale without in any way undermining or
dampening the critical faculties of professional and other staff members. Issues
might well be debated more freely within a departmental unit than they are at
present, since staff members, especially at lower echelons, now fear that a
particular finding will embarrass immediate supervisors in front of other

(competing) supervisors (including Department Heads).

11. Another major objection to the reform here recommended reflects the
very practical and immediate problem of reassigning fairly senior officers in
the present structure. Will the Deputy Director for South Asia, who fancies
himself having some influence over all programs in eight countries, be pre-
pared to assume greater control over (and responsibility for) a similar
number of professionals, but all working on a smaller geographic area - even
if he is "rewarded" with the (devalued) title of Department Head? Will a
Projects Department Head be content only to retain his present rank and be given
real responsibility for diverse programs in a limited geographic area? Such
psychological adjustments will be difficult, even if properly prepared. But if
the organizational principles outlined are appropriate for the Bank in the 1980's,
then movement in that direction should be started immediately, perhaps with
attractive options outside the organization for those who consider the adjust-
ment too difficult.



-5-

12. A third objection to the proposed organization is that it would increase

the tendency toward interference by the Bank in member countries' sovereign

concerns. Countries would be dealing with one Department Head rather than

several, and with a somewhat more coherent, tightly defined country program

than at present. There are risks in that, but I think they are well worth

taking. After all, the department head will still be operating under a manage-

ment that decides at what level to lend and broadly for what purposes; the

department head will make recommendations regarding these major parameters

and then be responsible for maximizing returns (however he and management

agree to define them) from that level of investment. There is no doubt in

my mind that it would be more efficient; partly for that reason such a system

would expose weaknesses and strengths of senior officers in a different light

than the present one we are used to. Of course, under the present arrangement

each department blames its difficulties on another - and is usually accurate

in doing so! I suspect that under a streamlined administration "interventionism"

would increase but would be more effective and would also be less offensive

to member countries (e.g., less likely to beat dead horses or press untimely

issues). Aid, being handled more efficiently, might become less "fatiguing"
to donors and recipients alike.

13. Obviously, if the general concept proposed here were to be considered

seriously for implementation, much more would need to be written - e.g., to

be sure we agree on the Bank's overall objectives and to work out organizational

details within and among new departmental units. Lending operations and

economic sector work have to be lumped together (largely so as not to forget

important economic "operations" altogether) but these are distinctions that

need to be made (since, for example, the adversary principle does not work

much at all in the economic field, where it might make more sense). Cases

could be cited although this is treacherous, since every good bureaucrat

will insist that he saw all foreseeable issues at the earliest possible

moment; moreover, some issues which I consider silly or irrelevant are

obviously considered very important by some of my colleagues. But there

is no point in going into such elaborations of the basic theme, if the central

concepts are not accepted by Management.

14. In any case, from the foregoing it will already be clear that my

principal criteria for judging any proposed reorganization of the relationship

between Projects and Area, which McNamara has called the core of the Bank,
would be the effects of that reorganization in making more efficient use of the

Bank's manpower. Quicker decisions. Shorter, simpler chains of command.

No "tabla rosa" approach to appraisals and other field missions. No pretended

adversary procedure, but rather a freer interchange of ideas in the midst of

a Director with power to decide and manage. Shorter distribution lists for

shorter reports; let a few people go through these documents carefully - and

let them be sent quickly to borrowers (and other knowledgible readers)for

comment; let's drop the long distribution lists as well as the long reports.

15. Comments would be welcome!

C.B.Votaw
July 1972



INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT

INTERNATIONAL DEVELOPMENT ASSOCiATION
G.U AM~,. - I N DQEVAS

1818 H Stit, NW, ashingon, D. C. 204 33, U S A.

July 22, 1972

Mr. Mohammed Shoaib
Vice-President
IBRD
1818 H Street, N.W.
Washington, D.C. 20433

Dear Mr. Shoaib,

1. You asked me to put down before my home leave rrer reaction to
the draft McKinsey report and the subsequent discussions you had with
the McKinsey team. Due to an unforeseen need to attend a Ghana debt
meeting in London during most of this week, my comments would have to
be briefer than I had planned, but I think they cover the major points
which I have expressed during our discussions and should enable you to
see how you could 'count my vote " when you finalize your Committee 's
report.

2. I fully support the regional approach suggested by McKinsey.
The Bank has grown too large to operate effectively under its present
organizational structure:

- because of larger scale operations, present Area/Projects
relations lead to often to destructive tension rather than
creative tension.

- because of larger scale, projects staff become too far
removed from country considerations. Result: project
approach nay more often diverge from the countries develop-
ment objectives.

- because of larger scale, borrowers find it more cumbersomo
to deal with the Bank. Borrowers view its organization as
too fragmented with a seemingly large number of units
(departments and divisions) dealing with substantive
decisions affecting their country. This causes confusion,
irritation, and resentment.

- Bank field offices can't operate properly ncw. These can
and should become more important in our operation work and
the regional approach would seem to enable this to take
place.
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- at the staff level we certainly need more and better team
work approaches to development problems and Bank operations.
Again the regional approach seems to provide this more
effectively than today.

- Inter-sectoral aoproaches to development problems are now
most difficult to bring about. The regional approach would
seem to make it more readily workable.

3. In determining what type of regional structure is best suited
for the Bank, the following points seem important:

(a) since there is no "tidy" solution which will give each regional
unit fuller control over all staff needed for project work, it may be
better to have three or four regional units rather than five. In the
first place, three or four regional units would reduce substantially the
relatively large and apparently cumbersome unallocated technical pool
under a structure of five regional units. Secondly, the problem of
borrowing staff from other regional units - because of the jab: problem -
the use of project staff would seem better accorrmodated under less than
five regional units.

(b) it is utmost important in my opinion to have the Regional Vice-
Presidents report directly to the President. The proposal to establish a
Senior Vice-President for Operations does not seem advisable. On the
other hand, an xecutive Vice-President working directly under the President
as his substitute whenever required, has merits. (If a Senior Vice-
President for Operations is needed temporarily it would secm better to make
him an Executive Vice-President in the President's office - even if there
have to be two bearing that title temporarily.

(c) A regional decentralization of the project work is not enough
in itself to do the Bank's work more effectively. Equally urgent is a
regional decentralization of the Bank's econonic work. As a logical
corollary to IbKinseyts Area/Projects "core" recorrmendation, the regional
units should also absorb parts of the central economic conplex. The basic
objective behind such a move should. be to staff each regionl unit with
enough economists to staff their on economic nissions - or at least most
of the staff required. While today Area departments do have country
economists, they can frequently only staff less than twenty-five percent
of staffing needed for field economic missions. Consequently, I would
recommend that regional units be staffed with their own fiscal economists,
sector economists, commodity experts, statisticians, etc.
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(d) the Vice-President for technical policy (or whatever the latest
title given to him by McKinsey) should be given control over what remains
of the economic work done by today's Economic department (except what
has been shifted to the regional units). This would overcome a basic
organizational problem we face today - namely, the inadequate coordination
between the technical and economic work done by projects department on
one hand, and the projects related economic work done by the Economics
department on the other hand. (This problem still remains, although it
has been reduced relative to what it used to before, under the leadership
of the new director.)

(e) the long term development planning unit should, I believe, be
separated from the others under a Vice-President. However, its staff
should be relatively small. The emphasis here should be on quality
staff rather than quantity. To ensure that it does not become an "ivory
tower" unit removed from the mainstream of the Bank's operational work,
frequent rotation of higher caliber staff should be envisaged - both
between it and the regional units and also exchanges with the technical
policy staff.

(f) in order to sharpen up the economic work done within the
divisions of the regional units, and to ensure a more logical and attractive
career path for country economists, each of the divisions on the Program
side of the regional units should have a senior divisional economist who
can supervise and provide more dynamic leadership to country economic work,
At present the division chiefs far too often fail to do this job properly
and the senior economists from the Front Office of today's Area departments
are too far removed from the action to be effective.

(g) in order to provide effective use of the Bank's Cooperative
Program with other international organizations it would seem necessary to
organize the sub-units of the Cooperative Program staff on the same basis
as the Bank's regional units.

h. In the implementation of the regional units it is, I believe,
of utmost importance for the acceptability of such reorganization to the
Bank's staff that it is made clear that it is a reorganization that not
only is directed towards the project staff, but that also a re-evaluation
of today's Area departments is envisaged. Consequently, it is important
to stress that the staffing of present Area units will not necessarily
remain unchanged. It would seem particularly important to the acceptability
of projects staff if one of the regional vice-presidents could be appointed
from within the present Projects complex. If this is not possible, at
least one should recruit project staff for some of the Assistant Vice-
Presidents for Program and the Program division chief jobs.
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5. While I strongly agree with the need for a speedy decision
on the basic "con" problem and would hope that the President can
announce such a decision by mid-August, I strongly recommend. that much
more time be given to the subsequent stage of that implementation -
namely, the appointment of staff for all jobs in the new regional units
proposed to be completed by mid-September. This is going to look too
much like a steamroller operation and more time should be allowed -
particularly if, as I thought we agreed, it is necessary to take a
complete audit of Bank staff resources before appointments to the new
positions in the regional units are finalized.

Sincerely yours,

Leif E. Christoffersen

p-ATER CURISTpRS P



NtERNATIONAL DEVELOPMENT INTERNATIONAL BANK FR INTERNATIONAL F[NANCE
ASSOCIATION |RECONSTRUCTION AND E CORPORATION

OFFICE MEMORANDUM
TO: Jr. 1. Shoaib DATE: July 7, 1972

FROM: Davidson Sommers

SUBJECT: McKinsey Study

The point I was trying to make when I saw you on the sidewalk

this noon was as follows:

(1) 1 believe that any new top management structure would be

seriously handicapped by the continuation of the President's

Council, in actuality or in concept. I have always been

dubious about the idea, but it is essential in my opinion

that under a new structure the President be free to adopt

different forms of top level consultative arrangements at

different times and for different purposes.

Whether or not McKinsey mentions this, I think your Group ought

to express a view.

cc: Mr. Rohrbacher
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I wis could be with you Wednesday morning.

Best regards,

Sincerely yours,

Att. Richard P. Demuth
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Iam nct corlmenting, on all the exhiits and

appendie C which $ l I an sure ne Scoite i over

ully I do wan to note, however, thia I found

the very large number of tn art and tables, and

the order n wnica .ney are presented, unorougnly

CConusing. I believe a number of m could be omitted

without any loss. in particular, I find E xhibit V
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I a lso do not blieve tit pres ations sch as txhiZi s

and . add eeCase of a sphiscated

One f Te"rosent App:&isal Cycle"
in *iitXI sti.1 dos not contain the i.ortan;

step op e co-office reort".



INTERNATIONAL DEVELOPMENT INTERNATIONAL BANK FOR INTERNATIONAL FINANCE
ASSOCIATION RECONSTRUCTION AND DEVELOPMENT CORPORATION

OFFICE MEMORANDUM
TO: r. Mohamed Shoaib DATE: June 21, 1972

FROM: John A. Kin1{

SUBJECT: Organization tud Views

1. Since I will be on leave when the consultants submit their next effort,
I thought it might be useful if I were to set down my ideas on the consultants'
work and their proposals for change.

2. As I indicated to you earlier (memorandum of March 23), I have had some
reservations about how the consultants have gone about their work. In brief,
I think they have spent too much time listening to what people say about the
Bank and its operating characteristics and not enough in experiencing and
analyzing these characteristics. As a result, they do not fully understand,
I believe, some of these characteristics or such matters as how quality is
achieved and maintained and the physiology of the project cycle. As a result,
their conclusions and recormrendations are somewhat distorted. In addition,
this approach means that their proposals are based on hearsay, and makes it
very hard to examine those bases in a rigorous and objective way.

3. Furthermore, in spite of the number of interviews, I think that for the
Projects Departments as a whole there is a feeling or an impression that the
interviews have not provided a good coverage of key staff, or conveyed a
clear impression of the consultants' objectives or of their interest in trying
to understand the whole project cycle or how project work is done.

4. I understand and share the consultants' very real concern for (a) greater
delegation, particularly at the top levels of the organization, (b) a country
focus in the Bank's work, and (c) efficiency, but I share the fears of the
Study Cormmittee that the consultants' Solution IV, as elaborated at present,
will provide these benefits at a very high cost and possibly will not provide
some of them at all, The reasons for this are summarized in the minutes of
the Study Committee, particularly those of meetings on June 12 and June 13,
and in a more fragmentary form in my memorandum to Mr. Graves of June 20 on
the Presentation of June 8. I also believe that there are other less costly
ways of achieving these benefits.

5. T2me consultants appear to have concluded that risks of reducing project
quality should be accepted in the interest of speeding the appraisal report
A cycIeled- vnrvIng ortie s objectives described above. Solutions I

IV measure--66 s limiting qu-_y tqhro~h I_ all i d measures contro_, the most extreme
< being those in Solution IV where quality control is rgmoved from contact with

qperafiff-sindfmade x tiato and where the conditions of work make it
unlikely that top quality staff can be attracted to this work. Given the
enormous pressures to get on with lending which now exist and will, I believe,j persist, it seems highly likely that these measures willy in fact. result in

opects of lower quality. It is justso much easier to leave out certain
elements of a project such as training or institutional changes, to accept
the country's view of the future demand for power instead of making an inde-
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pendent analysis, not to require changes in the lending rates for credit
projects and the like that these difficult but important elements of projects
will drop by the wayside under Solution IV. For this and other reasons, I
am opposed to Solution TV, as elaborated at present, and I do not share the
consultants' coafidence that the gaps, flaws and inconsistencies in it can
be so easily repaired.

6. Two other characteristics of the consultants' work also trouble me:

a) One is the use in the Presentation of June 8 and elsewhere of
the word "technical" in describing project work (e.g. item h
on page 12 - "with the projects departments responsible for
the technical soundness of projects"). The technical aspects
of a project are only part of the project and certainly not
the most difficult part. I' the use of this language in des-
cribing project work means that frojects Department staff are
to be conerned only with the technical side of a project,
the concept of a project and of project work has been com-
pletely altered and drastically downgraded.

Current thinking about projects is that they are designed to
provide the borrower and the member country not only with a
capital investment which will contribute directly to economic
development by providing an adequate rate of return but which
will also provide such other benefits as the transfer of
knowledge and experience, institutional and policy changes or
social and human development through training and demonstration,
To achieve these results, organizational soundness is at least
as important as technical soundness and probably more so.
Furthennore, it is well known that analysis of "problei projectsL
reveals few projects which are in difficulties for purely tech-
nical reasons; most of the problems relate to institutional
and organizational matters. It seems to me, therefore, that
if the consultants really mean what they appear to be saying,
they are making a serious mistake which will adversely affect
the Bank's work and development generally.

b) My other concern is over the consultants' apparent concentra-
tion, not on the project cycle as a whole from identification
through disbursement (or longer in some cases), but on that
part of it from field appraisal to Board approval, what might
be called the appraisal report cycle. They have concentrated
on the appraisal report cycle and on suggestions for speeding
it up and have paid little attention to elements of the pro-
ject cycle outside this and problems to be found there such
as delays in disbursements and project execution. Since the
main business of the Bank is not to have loans approved but
to foster econamic and social development, this concentration
seems to be wrong.

7. I would favor a solution along the following lines:

a) Improvements in the planning system. As I pointed out in my
memorandum of June 15 to you on this subject, such improve-
ments can and should be made independently of any other
structural or procedural changes.



3.

b) Maintenance of the Projects and Area complexes as they now
are with the exceptions set forth below:

i) The staff of the Projects Departments would be
assigned to the greatest extent possible to
countries within a single Area. Scheduling of
project work would continue to be under the con-
trol of the Projects Departments but Area would /
be expected to participate in the planning.

ii) The Industrial Projects Department, the IFC, the
Development Finance Companies Department and the
Economics of Industry Division would be grouped
together under a separate vice president in order
to achieve a coherent approach to industry and
industrialization. To the greatest extent pos-
sible staff would be assigned to countries within
a single Area,

c) Improvement in procedures. From the beginning of the study,
Mr. Demuth has urged the consultants to devote as much thought
to improving procedures as to structural changes. I am not
certain that all of the procedural improvements suggested in
the consultants' proposals of June 8 will work as they sug-
gest, but some of them are worth trying and I understand there
are more ideas which have not yet been displayed to the Study
Committee. I believe that improvement in procedures has con-
siderable potential.

%d) Delegation. I believe that some of Mr. Knapp's work in resolv-
ing differences between the Area and Projects Departments could
be delegated. Some of the problems come up repeatedly - the
on-lending rate in credit projects, approval or consultation
for appointments to key posts, rate-of-return covenants,expatriate managements and the like. These questions could be
delegated to specialized individuals who could act as trial
examiners making an initial judgment for review by Mr. Knapp.
Alternatively, as you have suggested, these and other respon-
sibilities such as the allocation of IDA funds could be dele-
gated to two or three regional vice-presidents.

I also believe there may be opportunities for greater dele-
gation within the Projects Departments to Division Chiefs and
Senior Chiefs of Mission, particularly now that staff is not
being increased so rapidly.

. Such a solution, particularly improvements in planning, would test whetherthe risks and costs connected with a major structural change like Solution IVneed to be seriously considered. If such a solution brought about significantimprovements in Bank operations, as I believe it would, it would be unnecessaryto consider drastic structural change. On the other hand, if it did not, manyof the measures would be elements in or constitute a basis for structural change.

cc: Messrs. Shoaib, Sommers, Demuth, Twining, Christoffersen, Messenger,Schmacher

JAKing:lb



INTERNATIONAL DEVELOPMENT INTERNATIONAL BANK FOR INTERNATIONAL F!NANCE
ASSOCIATION I RECONSTRUCTfON AND DEVELOPMENT CORPORATION

OFFICE MEMORANDUM
TO: Mr. Michael Graves DATE: June 20, 1972

FROM: John A. King

'SUBJECT: Presentation to the Organization Study Comittee of June 8 1972

1. Because it is difficult at the same time to talk and take notes of the
meetings of the Study Committee, I thought it might be useful for me to
supplement my oral comments on the Presentation to the Organization Study
Comittee dated June 8, 1972. I an keenly aware of the very difficult task
presented to the consultants and the pressures of time under which they have
worked, and I would hope that you would accept my comments, which might
appear somewhat critical, as made with the best of intentions.

2. Pagp 3 - Step I: Understand Bank Cbjectivss: The Study Comittee has
already comnented on the basic statement of Bank objectives, but I find the
statement as expressed on page 3 so wrong in tone and emphasis as to give me
great doubts of the consultants' understanding of the Bank and its objectives
as they exist today.

3. Page 5 - The Table "The Bank's Role is Changing1 : Such a table is
obviously very useful and should be a part of the consultants report, but
the table, as presented, has a number of flaws. Some of these have already
been noted by the Study Comnittee, particularly those relating to supervision
and donor coordination, but, if I understand correctly what is meant by the
heavy lines and arrows, I am left with a very confused impression. For
example, the Bank has been giving advice on country developnent through thi
means of general economic surveys since 1949; donor coordination has been
going on since 1958 and so on, so that these are not new departures. I be.
lieve major work is required on this table.

4. Pag. 6 - The Bank's Major Managemt Requirements for Effectiveness:
Mr. Demuth has already comented on A. Country Based Approach (i.e. countries
determae their own objectives; the Bank helps them in developing strategies
to carry them out), and I would join him in his conaents. Under B. Technical/
Financial Soundess of Projects, a number of points should be made. First,
projects should be sound from more aspects than the technical and financial
(i.e. economie, managerial, erganizational, environmental, etc.). Second,
the Stady Coumittee has already raised questions concerning item 7 "Respon-
sibility for reviewing projects should be separated from responsibility for
project preparation and execution". Third, I believe responsibility for estab-
lishing standards and policies relating to the soundness of projects is
already clearly defined and is the responsibility of the Office of dke Director,
Projects. Conditions, particularly conditions relating to projects, are a
matter of judgment, and in arriving at that judgment, considerations relating
to the technical characteristics of the project mast be balanced agaitat mare-
economic and political considerations relating to the country. Responsibility
with respect to exercising this judgment is also clearly defined; it is the
responsibility of the Chairan of the Lean Committee. You may believe that
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this responsibility is located ix the wrong place, but at present it is
clearly defined. Fourth, as was reflected in the discussiOns of the Study
Comittee, the conditions set ia items 9 through 14 were not fully met by
Solution IV, as elaborated at present.

5. Page 7 - Sumary Evaluation of Current Bank organizatiotn: Item 2 ug-
gests that Area Departments are unable to exercise any control ever the
activities of other departments with relation to the countries for which they
are responsible. I do not believe the situation is nearly as bad as you
suggest here and I wonder if, in fact, you really mean to say that it is. In
my experience with training activities, for example, the Projects Departments
are rather careful to work closely with the Area Departments in this politi-
cally sensitive area.

In Item 3 yen suggest that the dual organization structure prevents effective
delegation to resident field missions. I question whether that is the real
cause of this problem. I submit that there are more fundamental cuases -
one human and one substantive . The human reason is that some technical staff
in the field offices have been recruited directly to work in these offices
without prior work at headquarters. As a result, technical staff at head-
quarters often do not knew them personally and have not had the experience of
working with them. Under the circumstances, it is difficult for technical
staff at headquarters to delegate full responsibility. A more serious diffi-
culty, I think, is that technical work has many aspects and a single person
in the field may not have the capacity, experience, and training to cover all
these aspects. It is, therefere, impossible to delegate full responsibility
to him.

Item 5 suggests that operating procedures are too inflexible. I would submit
that they have considerable flexibility. For example, the degree of detailed
engineering required before presentation to the Board varies according to the
type of project. I have already commented on the fact that repeater projects
are not necessarily easier to process than new projects. I am not sure what
you mean by "simple loans". I would like to see substantiation of the state-
ment that "standard conditions are often applied irrespective of the nature
of the project and the specific problems of the country".

Item 6 suggests that it is difficult for some Projects staff to develop an in-
depth country knowledge. I would concede that more could be done in the way
of allocating technical staff to certain countries so as to acquire in-depth
country knowledge, but I would point out that substantial numbers of technical
staff do have in-depth country knowledge already, and that under any organi-
zational arrangements a certain number of technical staff will never have in-
depth country knowledge because they will always have world-wide responsi-
bilities. I would also add that tying technical staff too closely to
particular countries may limit their professional development and make the
working climate less appealing.

Item 7 implies that under the existing organization, quality might be sacri-
ficed under pressure for lending because of the lack of an independent unit
with exclusive responsibility for policy formulation and quality control. As
was pointed out by Mr. Demuth, the Office of the Director, Projects, as presently
constituted and operating, provides quality control. In fact, in other parts
of the Presentation one gets the impression that the consultants believe it
provides too much quality control. Consequently, I do not think the risk of
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poor quality is a serious one under the existing organization, but I do believe,
however, that quality control may well suffer under Solution IV precisely be-
cause it is to be exercised ex post facto by a unit divorced from operations.

Item 8: I would submit that the establishment %-f policies and quality control
standards is already the highest priority task of the Office of the Director,
Projects.

Item 14 suggests that the project cycle seems over-elaborate and leads to un-
necessary delays in the execution of projects. I am not sure whether you are
referring to the entire project cycle (i.e. from identification till the loan
is fully disbursed) or to what I might call the appraisal report cycle. I
would submit that what may appear to be delays in the appraisal report cycle
are often necessary to insure proper conditions and understandings necessary
for successful execution of the project and may well shorten the total pro-
ject cycle. As far as the overall project cycle is concerned, I would be
interested in seeing any substantiation of the conclusion that procedures and
practices relating to it are over-olaborate and time consuming.

6. Page 10 - Solution I: Mr. Demuth has already noted that Item 1 for
improvement of Economic Work reflects steps which have already been taken.
Item 1 under Project Work re: ires several coments. First, I have already
commented on the differing characteristics of various repeater projects.
Second, project preparation and appraisal are already very closely related
and over the years numerous steps have been taken to have preparation work
done in such a way as to facilitate and expedite appraisal.

Item 2 under Project Work reflects some misunderstandings. First, Area
Departments receive copies of the white cover appraisal report as a matter of
cou3se. Second, in the past, loan documents were not prepared until after
the green cover report had been approved by the Laon Comittee. This often
resulted in considerable delays in sending the invitation to negotiate. To-
day, however, the loan documents are prepared earlier and the invitation to
negotiate goes out very shortly after approval of the green cover by the
Loan Cormittee. Third, it is true that the President's Report is prepared
sequentially after the green cover and perhaps after negotiations are com-
pleted, but it is not on the "critical path" leading to Board presentation
because the time required between negotiations and Board presentation for
the governent's approval of the loan agreement as negotiated is more than
adequate in most cases for preparing the President's Report.

Item 3: The comments relating to the rewriting of the reports do not reflect
the multiple purpose which these reports serve.

Item 1 under Loan Administration: I am not sure what is meant by "a gap in
project implementation betweer :appraisal and Board approval". The government
needs a certain amount of time to approve the loan as negotiated. In recent
years the Board has been very sensitive about retroactive financing. And
Part I countries complain that accelerat3d procurement procedures before
Board approval handicap the Bank's efforts to secure international competitive
bidding.

Item 2: I would concede that supervision is a mixture of audit and providing
assistance in the implementation of projects, but I am not sure what operational
significance attaches to this. The Bank's philosophy of supervision has always
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been that supervision is not for the purpose of pointing out errors or allot-
ting blame, but for the purpose of anticipating problems which may arise and
correcting those which have arisen so that the project can be carried out as
effectively as possible. I am not clear, therefore, on the point of this
distinction.

7. Page 12 - Solution II: Item 4: I am not sure what you mean by the
technical soundness of projects as contrasted with primary responsibility for
operations. If by technical soundness you mean the engineering characteristics
of the project only, Solution II will have rather dire consequences for pro-
ject quality. If, however, technical soundness describes all the elements of
a project for which the Projects Departments now have responsibility I do not
quite understand what Item 4 means.

8. Page 14 - Solution II - Examples of Delegation: Am I correct in under-
standing that the Office of the Director, Projects would have only ex post
facto responsibility for quality control?

9. Page 15 - Tabular View of Solution III: I do not see how the organi-
zation presented in this table could work and I believe that to have been the
view of most members of t'a Study Comittee when it was first presented to us.

10. Page 16 - Solution III - Improved Management Process: Item C. Operational
Planning: As you probably know, steps have been instituted by P & B to
improve operational planning and to relate the aggregate of projects in the
Country Programs with the manpower and financial resources available.

11. Page 17 - Evaluation of Solutions I, II and III: I have already commented
on a number of points made here, including the alleged inability of the Area
Departments to coordinate the Bank's contacts and activities in particular
countries, the cause of the difficulty in delegating technical work to the
field, the question of quality control by the Office of the Di rector, Projects
and the related question of responsibility for technical policy formulation
and the decrease in the flexibility of allocating scarce manpower resources
as we move from Solution I to Solution III. A new problem is raised under
Item 5, that of cross-sectoral projects. In recent years I believe the
Projects Departments have made a very considerable advance in working on
cross-sectoral projects - I refer to the work of the Transportation and
Public Utilities Projects Departments in support of Tourism Projects; to the
joint work of the Education and Agriculture Projects Departments in the field
of agricultural education; to the work of the Transportation Projects Depar-tment
in connection with Agricultural Projects and Rural Development Projects and the
like.

12. Page 18 - Solution IV Described: Item A.1 says that the five regional
bureaux would be responsible for maintaining and improving the technical
quality of the Bank s work. How would they do this if quality control is
located elsewhere.

Item B says that you are not considering recommending structural changes in the
Central Economic Staff. In the oral presentation, however, you hinted that
you were considering such changes. What is the position?
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13. Page 19 - Evaluation of Solution IV against Requiremnts: Item 2 states
that each division (by which I assume you mean Area Division) would have
wide responsibilities for the Bank's activities in their respective countries.
It is hard to see why this should be so since Projects staff will be under the
technical vice president who will be reporting, not to the area division
chief or even to the assistant vice president program, but to the regional
vice president.

Item 3: As I have suggested earlier, there may be technical and hmian reasons
which make delegation to field missions difficult under any structural setup,
and I do not believe Solution IV will provide any substantial improvement over
the existing organization in this area.

Item 4: I believe that the Country Program Paper should be the basic planning
document, and I believe that it should be made more useful and important than
it is at present. Solution IV is not necessary to make it so.

Item 5: I agree that operating procedures should be flexible enough to meet
the needs of each individual country, but again I do not think Solution IV
is a necessary prerequisite for this purpose.

With respect to Items 7 and 8 I have already expressed my doubts that Solution
IV would improve the soundness of projects. I am not clear how the technical
policy staff would insure that policies and quality standards would be
implemented.

For Items 9 through 14, questions could certainly be raised as to whether
Solution IV would achieve what the table suggests it would. In other words,
Solqtioa IV does not insure the results suggested and in some cases is not
the necessary means of achieving them.

14. Page 20 - Evaluation of Risks: Item - the risk of reduced objectivity:
I wonder whether ex post facto review of quality will have much practical
effect in managing this risk. I believe it will be very difficult to estab-
lish management performance criteria that include quality as well as volume
considerations. Looking at the project cycle as a whole rather than concen-
trating on loan approval will have some beneficial effect, but it may lead to
too much emphasis on quick-disbursing projects.

Item - risk of reducing creative tension: I believe that dividing up the
Projects Departments and placing technical staff under the control of bureaux
will tend to reduce the determination of technical staff to insist on those
aspects of quality which are difficult from the political point of view. To
what extent, I cannot estimate, and the results may not be altogether bad,
but I do not believe that you can state that creative tension will be main-
tained at the same level as under a system that unified technical staff. How
will the technical policy staff become involved in the project cycle at an
early stage? It would seem that the incentives would all be in the other
direction.

Item - risk of reduced cross-fertilization: I believe that the steps suggested
to manage these risks will be reasonably effective, though to the extent that
technical staff are rotated among the regional bureaux, their familiarity with
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particular countries will be reduced. However, it should be pointed out that
technical staff working on particular types of projects benefit from being
in a coherent group of a reasonable size so that they can discuss technical
problems with colleagues. The allocation of staff among the regional bureaux
may make these groups too small for this purpose so that this benefit may be
lost.

Item - risk of reduced flexibility in allocating technical staff: The
measures proposed for managing this risk seem to be sound, but I think it is
unrealistic to expect much lending of technical staff from region to region.

Item - the risk of policy staff becoming too remote from operations: This
risk is very real and I am not sure how it can be managed. Your suggestions
1 and 2 sound very well, but I am not sure that they will work in practice.
The same may be said concerning the difficulties of attracting qualified staff
for this work.

15. Page 22 - Terms of the Industrial and Private Sector Work: I understand
that the Development Finance Companies Department is capable of being easily
divided among the regional bureaux, but I wonder whether this is, in fact, the
beat solution for work in the industrial private sector area. I was taken
with Mr. Demuth's suggestion of grouping IFC, DFCD, Industrial Projects and
the Economics of Industry Division so that coherent policies and practices in
the industrial field could be worked out. Why do you believe that a task
force suggested in paragraph 6 on page 23 would work any better than the
existing Committee with the same terms of reference.

16. Page 27a - Sumnary Basic Resonsibility: It is not clear to me how the
staff from the central technical operating staff will be allocated to the
regional bureaux.

17. Page 27b - Descrintion of Basic Resoonsibilities: How does the assistant
vice president program resolve operational and scheduling conflicts with the
vice president technical? How does the program division chief Man all
aspects of the operating cycle in his country, including the identification,
preparation and appraisal of projects (why not supervision too) if the tech-
nical staff are not under his control? How does the program division chief
provide appropriate implementation assistance for project administratioh?
Does the chief economist provide guidance to the Project economists as well
as to the Area economists or does guidance for Project economists cone from
the office of the vice president technical policy? Who are the senior regional
managers that the planning and control officer provides staff assistance to?

With respect to the probable initial staffing requirements of the technical
policy staff, I have the following questions (Page 34):

Who is the Project procedures adviser, is this a new post?
What has happened to the existing assistants of the various advisers?

18. What has happened to the Loan Committee?
How will IDA funds be allocated?
How will differences between technical policy staff and the regional

bureaux, and among regions be resolved?

cc: Messrs. Shoaib, Sommers, Demuth, Twining, Christoffersen, Messenger,
Schumacher

JAing: lb
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TIIERNATIONAL DEVELOPMENT INTERNATIONAL BANK FOR INTERNATIONAL FINANCE
ASSOCIATION [ RECONSTRUCTION AND DEVELOPMENT CORPORATION

OFHCE MEMORANDUM
TO: r.Mohamed Shoaib DATE: June 1b, 1 72

FROM: John A. Hin,

SUBJECT: Organization tudy- The Planning System

1. One of the basic complaints heard repeatedly in the course o the
organization study is that the Projects Departments can, and do, efiectivel
negate country development plans, as expressed in the Country ?rogram Papers,
by their failure to allocate staff to do the project work necesnar to bring
the project to the Executive irectors for anproval. As a descripzion of
what happens, this complaint is only part ia rue, and by itsel', i t doe
not provide a justification for structural cha ne.

2. In considering this problem it is tportant to distinguish between:

a) constraints on project work imposed by manpower shortages and

b) technical considerations relati ng to the project, the sector
or the borrower which affect the justification of the project
itseif or its timing.

By the latter I mean, for example, such considerations as capacity & the sec-
tor or the borrower to absorb the project in question in the time iitd,
the need for institutional change, the passage of legislation, the avail:-
bility of data, and the like.

3. As far as constraints imposed by manpower shortages are cone d,
understand that only two sectors are affected - agriculture 7a,

degree, education. In the Agriculture Projects Department there s a r
shortage of staff to do project work and this may make it impossi o at
Deoartment to do all the project work called for by the Country Pr
Papers in the time allotted. The Education Projects Department i
in a simnilar, though less serious, position. The charge, thereor a ave
.erit for some projects in these sectors, but this is not the cae
other Projects Departments, as 1 understand the situation, and there i
therefore no need for them to do what is complained of.

Solution IV will, in my judgment, make the situation worse, as

constraints imposed by shortages of manpower are concerned, by re
flexibility in the use of skilled npower. in agricultura the p
be part cularly acute because in working out the allocation of tcn
start the consultants appear to have assnued that agronomists are cn

lwhereas in fact they are not, particularly in Ceneral
Th ou he regional vice president will be able to determine prio eeln
in is region and assign technical staff under his control accordi , 3

St effect, will be available for all his projects than th i
th ei ng system0  And Solution IV, as elaborated at present, e S % r
the question of determining priorities batween projects in rn fferent re ions
when there is insufficient manpower in the "pool".
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5. As far as technical considerations elating to the roj'Ect or th
sector are concerned, the roj Depart ns ust, when a irsh flin their
manpor, rtake thee considerations into accout, for it is as of
scarce resources to appraise a preject whics not ready raisal. Tt
may appear, therefore, that a Projects a"rent in schdl is work is
negating a Country Program by not schedu n -or on a particular prsject
for reasons of this kind. But the root o the porobim is efourd in he prO-
ject itse& and not in the actions of the Projcts Departmen i question.

6. It is hard to see how Solution IV will change this situat1)on. I :l
not make projects ready for appraisal when they are not and res-ahl the
regional vice president will not want to waste scarce manpower i apprais-
ing projects which are not ready for appraisal. Solution -I7 Will per-=t
him to assign manpower to particular projects to try to brin them Io the
appraisal stage more rapidly, but this will be at the expense of other
project work and he may find that -this use of scarce resourec is not the
most effective one, because some os these technical difficulties are of a
kind which are not solved by the assignen-t of Bank staff. e wil also
be able to downgrade the importance of certain technical considerations
which may be dolaying the appraisal or pre sentation to the Board, but this
may ell cause difficulties and delays in project execution and prevent
the project from achieving its objectives.*

7. It seems to me, therefore, that before any rational choice can be made
among the ehdsting organization and the consultants' proposed soltin,
some effort should be made to develop a mechanism for improving :h plannin-
system so -hat the various priorities can be determined and the azgregate 'O
Country Programs can be reconciled with the technical manpower available for
executing them. believe that such improvenents would have the effect of
removing much of tne basis for dissatisfaction with the existing er-ganizaion.
P & 3 has just initiated such an effort (a copy of their proposal is atached)

8. The consultants cutline report of June 8 place ciprovemet ofpann
in Solution III. While this enhances the elegance in the gradation o cage

from Solution I to Solution IV, it seems to me quite arbitrary 'ecu
mprovement in the Bank's planning system is needed in any of the lutios

and eas in fact been initiated, as noted above, within the existing
organization.

Attachment

cc: 1r-. Christoffersen

* This point is made in greater detail in my memoranda to you o la 2
concerning project "quality" (particularly paragraph 7) and June coneans-
ing the project cycle.

JAKing :lb
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OFFCE MEMORANDUM
V-- rS DATE: June 91972

TO: Area, DCs and PeIects Department Directors

FROM: John Blaxall K

EuLJECT: Programming of L nding Ooerations

i It is essential that realistic processing schedules be prepared

for all operations being procossed. - At present there are two different

senses in which schedules are not realistic. On the one hana, projects

in the operations program often have indimvidally unrealistic secules;

the answer to this problem is to ask Loan and Project Officers to pay

more attention to the timing of projects than seems to be the case ab

present. As soon as we have firished analyzing the FY72 outcome, we will

provide departments with a set of tables showing the distribution of actual

processing times of proj ects approved by the Board in the last four fiscal

years. Cn the other hand, too many projects are included in the operations

program, particularly for the period 13 to 25 months ahead. some over-

programming is of course desirable, since we know that there will be celays

and difficulties in some of the projects, and we allow for this slippage.

From tie to time, however, we find ourselves facing a more than the normal

degree of overpro;ammTing; for example we already know that we will not

have the cap acity to process all the projcots now in the operations program

Lor FY74, even after allowing for normal slippage. And the process ot

trimming down the hY74 program wil no doubt lead initially to overprogramang

in the operations program for FY75.

2. The solution must therefore be some rethod of regularly rationing

the Ban:'s scarce project processing capacity (and more parLicularly the

Agriculture Projects Departments capacity). In doing this departments

should not be inhibited from proposing changes in the program, especially

in connection with Country Program Rviews; a project should not have

rriorit,r just because it has been in the operations program for a long

time. At the same time, we should prevent the development of "bulges

in the operations program, such as the one which has now developed n the

period 13 to 25 months ahead, and which we shall soon have to reduce ratner

drastically.

3- It has therefore been decided to establish a regular cuarterly

rationing procedure along the following lines. At the end of cach cuar;ar,

P & B will ask each of the Projects Departments affected by overprogrrng

to make recommendations on which projects, from the sector or project

perspectivo, should be postponed or dropped from the program. The recomend-

ations will take into account the state of project preparation, the need for

continuity in a sector, institution building aspects, and so on. They

will be addressed to Area Departmens, ith copie to Mr. Knapp, Yr. Alewereld

and P & B; to the extent that issues are not resolved in discussioa between

the Projects and Area Departments, they will be compiled by P & B :or

discussion with Mr. Knapp and Yr. Aldewereld, and for final decision by

Mr. Knapp.
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4. The effect of this procedure will be to eliminate at the

beginnng of each quarter all excessive overprograrming. During the

following three montas a fow new projects (or advancements of old projects)

-ay Onter the operations program, but the rationing would take place at

the end of the quarter and prevent any large "'bulges" from, developing

in the program.

5. Immediate action is needed with regard to the FY73 operations

program. As far as we can ascertain, the Agriculture Projects Dpartment

is at present the only one where uncertainty about the most appropriate

composition of the operations program exists. I have therefore adressed

a separate memorandum to X2. Evans inviting him to make recommendations

alor g the lines mentioned in para. 3. Other departments are, of course,

free to do the same.* The memoranda should reach the Area Denartments

by the close of business of June 16. If necessary, Messrs. Knapp and

Aldowereld will meet in the week starting June 19 to discuss open issues.

6. ith regard to F 7, we propose to wait till after Mr. AldoTereld's

next review of that program beore inviting rationing suggestions. Meetings

to review the F174 program will o place in mid-July.

7. In order to focus special attention on this matter, two small

changes in our other procedures will be made. The first is that in

Attachment 1 to the Country Progrm Paper all projects which are either

coOpletely new or were previously scheduled for later years should be

marked with an asterisk against the amount. The second is that in Tablo Io

(showing the operations program for each year) any projects added to the

year' s program since the last quarterly round of rationing will be specially

marked.

EScBhulmann/Jlaxall/ ed

cc: eessrs. Motara, Knapp, Aldewereld,
Chenery, Cope,/illiams,
Chadenet/Eaum



INTERNATIONAL DEVELOPMENT INTERNATIONAL BANK FOR INTERNATIONAL FrNANCE
ASSOCIATION RECONSTRUCTION AND DEVELOPMENT CORPORATION

OFFICE MEMORANDUM
TO; Files DATE: June 19, 1972

FROM: John A. Kin

SUBJECT; Study of Grgaation and Procedures: Meeting of June 13, 1972

1. On June 13, 1972 the fourteenth regular meeting with McKinsey was held;
present re Messrs. Shoaib, Denuth, Thining, Christoffersen, Messenger and
King for the Bank and essrs. Rohrbacher, Graves, and izrn for Kinsey. The
purpose of the meeting was to continue the review of the outline of the pro-
posed report submitted to the Study Committee on June 8.

2. The first topic was the proposed compromise, "Solution 3.5", submitted
by Mr. Ch-istofersen on June 8, under w-ich project appraisal would continue
to be done by a cent-ral group resembing the existing Projects Departments and
identification/preparation and super-ision would be done by technical staff in
the regional bureauzx,

a) The rationale for it s alternative suggested by Mr. Christoffersen
was that it was a less drastic step than Solution IV, maintaining
the existing Projects structure, but would have most of the
advantages of Solution T T± would also meet some of the diffi-
culties foreseen in the quality control and technical nool unit, if
it were combined with them, by providing a more recardinc working
climate for professional staff and by associating policy staff
with operations.

b) The consultants indicated that one serious consequence of the
proposal would be that only 210 of the Projects Departnents staff
could be assigrnod to the regional bureaux under this solution
(with about 176 assigned to the appraisal unit and the balance in
the pool) as contrasted .ith )DO allocated to the regional bureaux
under Solution IV.

c) In the consultants' view, this solution was subject to three
major defects:

i) It diluted the regional anproach,
ii) It was more ,lnerable to scheduling problems,
iii) It introduced discontinuities into the operational

cycle.

d) Several members of the Study Committee considered the proposal un-
workable for two r reasons:

i) It was unrealistic to consider breaking up the pro-
ject cycle which was a continuous process,

ii) It would be difficult to identify appraisal staff
as opposed to other technical staff working on pro-
jects. Apraisal staff were not necessarily those
with the highest skils or specialists as contrasted
with generalists.



2.

e) It was concluded that this alternative did not see- worth con-
sidering further, though discussing it had generated many
interesting insights relating to the other alternatives.

3. Mr. Rohrbacher pointed out that the consultants had concluded that there
were three major reasons for changing the Bank's structure and style of
operations.

a) As a result of growth in the Bank's size and in the variety
of activities it was undortaking, top management was over-
loaded. Delegation of some sort was necessary. The consul-
tants believed that this vie; was widely held in the Bank.

b) The Bank was taking a broader view of development needs and
as a result was entering new fields of lending and provi din
a broader range of serviccs. For this to be effective, there
should be a better integration and interrelationship of pro-
jects in particular countries. There was therefore need for
a country focus resultinr in a country etrategy. The consul-
tants believed that this vie -as also widely held in the
Bank, though less widely than (a).

c) in order to ensure efficiency in the use of the Banks
resources and effective impact on country development, there
was need for imrroved management technicues. The cnnsiltants
believed that there was consid-able suepport in the T't for
thi- view thou-h less than for (a) and (b).

. Bohrbacher went on to say that the consitants had examined every conceivable
strictural alternative for mecting these criterin and had conceluded tha+ Solmon

provided the best answer. I said that if the Stud'1 -:emi e drd nl agree
4l h these criteria of dclegation, country foc and effinny, it should sar so.

-. There was genera1 su--ort in the 5-1 mr4n for the criteria but there
considerable doubt that Solution L7, as el<ter:td at present, mo them at

all or met then ithout "xcehoive cost. It uoo pointed cut that more delegation
-- uld be achieved in other wa-s, as could cIurty :cuEs. It we: muaae:te that
th~ e isting orrization made more offiient u-e of the 2ank's resources of

techbrical manpower than Solution 17.

5. 1 . chrbacher ;oirtd one that the eonsultants wore advocatinr not on2y
structural change but chances in orocesses and in managerial style and that the
latter two were easier to achieve when accompanied by +trural chane than
oithout it. :e aso conceded that a line/staff organiation (Solution I) was
more difficult to run than a line orgasnization.

6. 1. Rohrbacher went on to say the consultants wore conVinced that Soltion
V was the best alternative and that, iven tire (it- was not clear ho iuch but

more than a fcrtiEht), thyr could correct the 'flaws, difficulties and inconsis-
tencies in the existing presentation of this Solution. To do so, however, would
be much easier if a decision, an principle, to go ahead with Solution '7 were
taken and if key appointments were made so that the consultants could work with
these persons on implementation. Mr. Bohrbacher implied that the consultants
had thought that Mr. lernmara would be prepared to rake such a decision before
diFcussions with the President's Courcil and Senior Staff. Yr. Shoaib said
that this had never been the case and that i-. E'amara wished to get the views
of these bodies before making up his mind.



7. It 'a-:s agreed that the neeting scheduled for Jrune 16 would be postponed
a week and that the consultants vould rrcpare a paper which would :ake a
"percuasive case for the core organizationl (i.e. the projects/area solution)
i- the perective of a sknlcon cutlirse of what, in their view, should be
the final ideal organi::ation for the entire ?an<.

cc: essrs. Shoaib, Somers, Lemuth, Thining, Christoffersen, >essenger

JAKing : lb
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OFFICE MEMORANDUM
TO: files DATE: June 15, 1972

FROM: John A. King , x

SUBJECT: Su of Ot ization and Procedures: Meeting of June 12, 72

1. On June 12, 1972, the thirteenth regular meeting with McKinsey was
held; present were essrs. Shoaib, Pcuth, Twining, Cnristoffersen,
Messenger and King for the Bank and esrs. Robrbacher and Lynn for
Mcoinsey. The purpose of the meeting uas to continue the review of the
outline of the,proposed report submitLed to the Study Committee on
June 8. Mr. Shoaib once a'gain emphasized that no decisions had been
taken and that all options were still open.

2. The discussion began with a statement of objectives prepared by
Mr. Sommers. It was agreed that a revi sed form of that statement,
which follows, would be an improvement over what had been stated in
page 3 of the consultants outline. There was no discussion as to
whether this relatively brief statement was fully sufficient.

The World Bank Group is a complex of international organiza-
tions whose basic objective is to promote, in the interest
of all its member countries, the development of its less
developed memoers, primarily by mobilizin; and providing
capital, by furnishing technical and other advisory services
and by assistin; and, where appropriate, coordinating similar
activities undertaken by others0

3. There was considerable discussion of the consultants' Solution IV
and most people present found difficulties with it, some believing the
costs involved were greater tnan the benefits, althouryh a nmber of
them were basically sympathetic to the concept of regionalization.
The principal points made were:

a) Under the present system the Area Departments were subject
to control from three sources of autnority - the Chairman
of the Loan Committee, the Qffice of the Director, Projects,
and the Econonic Adviser. Under Solution IV this problem
would persist because the senior vice president for opera-
tions would exercise a control similar to that of the
Chairman of the Loan Committee, the vice president technical
policy would exercise a control similar to that of the
Office of the Director, Projects, and the vice president
economic policy would exercise a control similar to that
of the Fronomic Adviser. In the discussion which followed
it became apparent teat the vice president technical policy
would not have the same measure of control as the Office
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of the Director, Projects, because all qualit -ontrol
would be ex at fa.cto. ivertheless, ho weua flhv some
measure of cctral through allocation of the technical
staff in the pool.

b) There was concern as to how well quality contzol would be
maintained if it was exercised only ex post facto.

c) It was pointed out that under Solution IV the regional vice
presidents would not control all the resources necessary to
carry out their functions because they would be dependent
upon the technical pool, This might lead to a distortion
in lending with regional vice presidents pursUing projects
for which they had the resources at the expense of projects
which would have to be prepared, appraised and supervised
out of the pool.

d) Solution IV reduced the flexibility in assigning technical
staff and made for a less efficient use of skilled man-
power. It also tended to isolate specialists from others
working on the same technical problems. Axrangezents for
quality control suffered from two defects0 It would be
difficult to attract high quality staff for this work because
it was so remote from operations and completely rx post
facto. The quality of the work of the staff on aters of
policy and quality control would suffer because of the
remoteness of staff from operations.

e) A num ber of people were concerned about the size of the pool.
It was pointed out that the Bank's experience with large
pools of manpower had not been good. Adiinistration of the
pool and allocation of its resources would be very difficult.
If planning techniques for the allocation of pool staff could
be dovolpoed, they coula also be developed for all Projects
staff under the existing organization. It was suggested
that as far as Area Divisien Chiefs were concerned Solution
IV was more complicated than the existin; organization in
that they would have to deal Ilh two sets of technical
staff - the Projects Department within their regional organi-
zation and the technical pool. The consultants suggested
that further refirnenents might result in decreasing, the size
of the pool, but some of the assumptions on which staff had
been allocated under Solution IV were challenged, particularly
the assumptions that any staff member with a grade of 'C' and
two years experience could be a Mission Chief, that 1.5
appraisal teams per sub-sector per region were adequate, and
that certain specialists, such as agronomists, were- as
fungible as assumed - so that the size of the pool might have,
to be increased. In connection with the pool, a nunber of
questions were raised concer ning the morale of staff assigned
to the pool, whether it would be more difficult for them to
have a satisfactory career, promotion and the like.
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f) It was noted that Solticn TV, though it pernittcd
increased delegation (from one vice president to five vice
presidents) made it much more difficult to coordinate poll-
cies and practices and to insure quality Ccntol,

h. The consultants stressed their strong belief that Solution TV was
the best solution. Under the prerent orgvnization. toe President had
no one to whom he could delegate except the Uhainan cI the Loan Commit-
tee and it was very important for him to have the po-:sibility of further
delegation. Solution IV provided this opportunity. zurtherore, some
kind of reorganization was abolutely necesary because of the size of
some operating units and because of the breakdow n of the existin system
of creative tension betzreen Area and Projects. Solution IV also helped
to blend country and technical expertise and tended to facilitate the
management of field offices. The consultants did not vouch for the accu-
racy of the staff allocations under Solution IV; they had been made
merely to test its feasibility. The consultants believed that an early
decision on the "core organization' was required0  They appeared to
believe that many of the difficulties mentioned above could be worked
out after that decision had been reached.

5. A number of other points were made:

a) The outline (on page 7) was critical of the Country Program
system. It was pointed out that this sytem uas new, was
being improved and was capable of further improvetent. The
consultants indicated that in fact they shared this view
and that the outline would be rewritten to rmove any doubts.

b) It was urged that economic and technical policy work should
be merged and that econcmic and tecnnical staff doing sec-
toral work should be mereio The consultants indicated they
were studying this question and right ake such a reconmenda-
Lion.

c) It was pointed out that repeater projects were not necessarily
easier to process than now projects. They might be so from
a purely technical point of view, but not from the institu-
tional or financial points of view for example. In addition,
projects were tending to become more co-plicated and more
elements were being included in design and apprais4l with
the result that more effort was required.

6. L7ere was some support for a solution, something like Solution II,
under which the existing Projects organization would be maintained but
staff within the sectoral departments would be assigned as much as
possible on a regional basis, and undcr which the Country Program system
would be improved to provide a better matching of technical resources
for executing programs with the progrs £ thenselves.



7. Mr. Shoaib indicited that tho discussion would continue on Ju:e -13,that the consultants could reurite the outline on June 1 and 15 an the
revised outline could be discussed on June 16.*

cc: Messrs. Shoaib, Sommers, Demuth, Twining, Christofforsen, Messenger

Itubsequently this schedule was altered by cancelling the meeting on
June 16 and setting it tentatively for June 23.

JAK:pfa



INTERNATIONAL DEVELOPMENT INTERNATIONAL BANK FOR INTERNATIONAL FINANCE
ASSOCIATION RECONSTRUCTION AND DEVELOPMENT CORPORATION

OFFICE MEMORANDUM
TO: Files DATE: June 13, 1972

FROM: John A. King

SUBJECT: Study of 0-rnaniazationn rocedures: Meeting of June 8, 1972

1. On June 8, 1072 the twelfth regular meeting with MtcKinsey was held; present
were Lessrs. Shoaib, Sonners, Demuth, Twining, Christoffersen, Messenger and
King for the Bank and essrs. Garrity, Rohrbacher and Graves for McKinsey. The
purpose of the eeting was to review an outline of a proposed report to present
to the President's Council (and possibly Senior Staff) the recomendations of
the consultants. The outline was presented to the Study Coriteee only at the
meeting and the discussion which followed was based on a hasty reading0 It was
agreed that the report would be further discussed on iMonday and Tuesday, June
12 and 13, at 3.00 n. In addition, there would be a further meeting of the
Gommittee on Fridey, June 16, at 3.00 pm. It rnight also be necessary to hold
additional meetings between Tuesday and Friday. It was also agreed that the
consultants would attempt to up-date the report periodically in the light of
the comments received at th e meetings.

2. Mr. Shoaib pointed out that it was the responsibility of Mc Kinsey to pre-
pare and present their conclusions and the responsibility of the Study Committee
to review those conclusions and make recomendations concerning them to
Mr. Mc7amara.

3. The consultants pointed out that in this report they were presenting four
alternative solutions to the Bank's need for procedural or structural change.
These alternative solutions were built one upon the other so that Solution II
included elements of I and Solution IV (formerly :tpothesis II) included ele-
ments of all three preceding solutions.

4. A number of specific roints were made:

Page 3 - bjectives: There was considerable criticism of the basic
statenent of Bank objectives by the Study Committee and it was con-
cluded that in its present form it was unsatisfactory. There was a
difference of view in the Study Co-mittee as to whether any state-
ment of Bank objectives was noded in the consultants' report. This
question "as not resolved.

Faze 5 - Tabular View of the Bank's Role: The concept of a tabular
presentation of this wnd .as accepbed but the details of the broad
presentation were critictiz'ed in several respects, in particular the

treatment of supervis . donor coordination.

Page 6 - The Bank's "nr Management Requirements: The Study
Comnittee poinnod out that the report should mnake it clear that the
Bank did not assist countries in dotermining their social and
economic development objectives (that was the countries' responsi-
bility) but assisted them in developing strategies to achieve these
objectives.
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It was ?greed that item 7. was unclear and that the consultants
would rerhrase it. T.ey apparontly intended the paragraph to
refer to calit" control for project and economic work within
the Bank.

Page 7 - Sumar- Evaluation of ank crgani cation: Though the
Cornittae was in general satisfied with the right-hand column of
the tabl number of reservations were exoressed with respect to
items in the center and left-hand columns. In particular, there
was discussion of qua1 ity control and an affirmation that the
present Bank structure could not be criticized for failing to
provide qualit- control.

Page 10 Solution I: Paragraph 1. under "improvement possibilities"
described steps which had already been taken within the Bank,

Page 11 - Aoraisal C-cle: The Study Corm ttee expressed considor-
able sy.mathy for the concept advanced by the consultants' of con-
centration on the substance of the project rather than report
writing.

Pe lb - Solution II: The Study Comittoe questioned the accuracy
of the zescrition o' some of the functions of the Chairman of the
Loan Corittce and stressed the importance of the step - approval
of the back-to-office report.

5. A number of other more general rnoints were made:

a) !r. Christoffersen proposed another alternative organizational
solution under which:

i) regional bureaux would be created and given the respon-
sibility for project identification and preparation and
for project supervision, and

ii) an independent project complex retained with responsi-
bility for appraisal and for technical support when
needed for p-oject superiion.

b) Toud I7pothesis II or !lternative D perrit the retention of
lea ding project secialists? It was suggestod that the con-
sultants in considering the various solutions should consider
their effect on:

i) placing eri sting staff,

ii) requiring additional new staff, and

iii) providing career opportunities for staff generally.

c) 1r. Sommers expressed his long-tine concern that a great deal of
tine was spent in the Bank aproving papers instead of actions or
steps to be taken, and his belief that this situation should be
changed,

cc: Messrs. Shoaib, Somers, Denuth, T.unng, Christoffersen, Messenger

JAKinP-h



INTERNATIONAL DEVELOPMENT INTEPNATIONAL BANK FOP INTERNATIONAL FINANCE
ASSOCIATION RECONSTRUCTION AND DEVELOPMENT CORPORATION

OFFICE MEMORANDUM
TO: Files DATE: June 8, 1972

FROM: John A. King

SUBJECT: Study of Org nization and Procedures: Meeting of June 2, 1972

1. On June 2, 1972 the eleventh regular meeting with EcKinsey was held; present
were Messrs. Shoaib, Somers, Demuth, Twining, Christoffersen, Messenger and
King for the Bank and essrs. Garrity, Rohrbacher and Graves for McKinsey. The
primary purpose of the meeting was to bring the Study Corittee up-to-date on
the work of the consultants. The consultants reported that at their meeting
with Mr. Mcllamara on May 25 they had discussed Hypothesis I - i.e. changes in
procedure but no structural changes. They noted that there wore many oppor-
tunities for change and improvement within the existing organization, but
that most of these changes and improvements would be desirable if H rpothesis II
were adopted.

2. In approaching Hypothesis I the consultants had attempted to analyze the
tasks to be perforned and the responsibility for them. These tasks and the
responsibility for them were presented in a table which was provided to the
Comittee at 1 r. Shoaib's request. The consultants nointed out that the present
organization made it very difficult to assign responsibility to any individual
in the Bank for the 2ank's producing development assistance; as things stood,
these responsibilities were shared. Under their Hypothesis I, therefore, to
achieve accountability, they simply assigned to Area responsibility for all
decisions including all decisions related to the project cycle. The Study
Cormittee suggested that this solution was an unworkable one and that the real
comparison should be made not between Hypothesis I so formulated and Hypothesis II,
but between the existing organization with nincr changes and Hypothesis L
The consultants apreared to agree to this view but added that they had con-
sidered a number of other altornative solutions for a "Hypothesis I" including
=ore delegation of Mr. Knapp's functions, the particular solution described
above, and additional tinkering with procedures (they had concluded that the
additional tinkering would be required in Hypothesis II and had not pursued
this alternative further).

3. The consultants were asked why they believed "rpothesis II was to be pro-
ferred over the existing system. They replied that ,hie creative tension be-
tween Area and Projects Departments did produce projects of high quality and of
undoubted technical viability, it had excessive costs - (a) there was no account-
ability for delivering development assistance to member countries; (b) it was
expensive in tine and staff, with decisions made at too high a level, and was
inefficient managerially.

Ih. The Study Committee cautioned the consultants against exaggerating the
benefits of Hypothesis II and suggested that Hypothesis II consisted merely of
replicating the existing organization and the existing creative tensions with-
in five regional bureaux.

5. The consultants reported that they were due to meet with Mr. McNarmara on
June 5. They believed he would wish to make a basic decision soon between the
two Hypotheses and would announce his decision to the President's Council in
about one week thereafter and subsequently also to Senior Staff.
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6. There was considerable discussion of presentation of these decisions to

the staff and to the Executive Directors0  Among the points mads by the Study
Corrittee were the following:

a) Any discussion should examine the reasons why procedural changes
within the existing organization would not achieve satisfactory
results without imposing on the Bank the various costs of
structural change.

b) Presentation to the Senior Staff should be postponed until the
consultants ,ere in a position to provide a fairly complete

picture of any new organization. It would be very important
to deal with the future of the Central Economic complex at the
same time that decisions were announced with respect to the
Area and Projects complexes (the consultants said they were
somewhat less advanced in this phase of the work but believed
it would be possible to ake recc ciendations within a reason-

able time with respect to it).

c) The policy functions of the Central Economic staff should be
examined and the question of whether these should be combined
with the new technical policy unit should be considered,

7. The consultants pointed out that rost of the work on procedure could not

be finalized until a r2gional structure had been decided on, until the reional

vice presidents had been appointed and until the technical 'olicy ccrmittee
had been created. They distributed an outline for a phased program of change

(assuming that 7nothesis II would be adopted) and believed that Phase I would
be accontlished by the fall, perhaps in time for the Annual etin It was

agreed that the consultants would prepare a first d&aft of "the case for

structural change" which would be submitted to the Study Committee for it to

shoot at on June 8 at 2.30 pm.

cc: Wessrs. Vloaib, Sormers, Demuth, rinin2 , Christofferzzn, Messenger

JA Kng :Tb
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iNTERNATIONAL DEVELOPMENT INTERNATIONAL BANK FOR INTERNATIONAL FINANCE

ASSOCIATION REONSTRuCTION AND DEVELOPMENT I CORPORATION

OFFICE MEMORANDUM
TO- 1 DATE: June 7, 1972

FROM: Johin <Ain

C, ,suEBJECT: CZostinauo Country locus

i e On of the points rtresse by -- he conlCWCtnt is TA~t the ank's activi-

descrbed as one of txe dcficecies of p:thA 10a0ton, a. conoontration on

indvid' l rojct ihut ,eat na rlaQt on -io ne devlomet oflh

believe, n ccurate decipio 0of cur rnt por.cy and practico Furhe-

mor, he recr ition fove utre, "country foousl, has certain lmitations.

2o 0oe edrTdy nl 0hr r lmit imposed0 by~ teen ca o

poliica coideaon , it is ank policy 2odayvto consiaer pro eeC n

sotrltrs n oea7iescoa needt i terms 02 nTi~~ona co< norauions,

teee or vao tp o c a trmines their econ

prorty Thjnayisas coversh>2 poic cuestions relatin 0o th i

rto admaae tof Ch secor Thesei studies p rovide tne± ais, c:-rore,

or a sotund ec o statg uC d fo a raional idcntification, sela7 onan

c are 'cse ocmpreheni studies Tade i<

1c ds te aes ror eco !i e,

in certaisectors uch ~aseducatio ard -olcommunicaton: ndsr ir

ace or rai ay rjct tendy hei ature to he seccoralpo.n.O
ts c oroJcts in ecent year -a

C1 0 0 :LQA

a recogiion of te impora c. ofagriclural developmennt or a o

co i i r co r o o n ol pocrities ) an te s

indivi ict projecs is baed for the most part on an an ysU- a
oro p01iis (eg. maintaining or ncreas o

ech a n rrinin aer into the mnuy econoy andc the a
ote : 2 r ecstoa are basoed or. an analisS of country an; ec oh

crea-i; enne today or Ban Lendin to rc cC

cou -1 o5 tr rad sets - ' the taoanv -
n 'U uC io ta Cr o the sector roa e .

o eleens o h project eing ±cinanced by the ,
to - i c o project-,, and a close or --

ocd the ecto p r, l or to got id f

the - chages andt soctor strate:; it is advocating. Undor tiC 02r ncL
nld ncd proj oct are inrcasirly conceived of and caroi, cv.in
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INTERNATIONAL D)EELO .ENT NTEPNAT[0NAL [AL& F]F' 1 f ERNATIONAL FINANCE
ASSOCIATIN RECTNS-IRUCTION AND IEE PMENT CORPORATION

OFFICE MEMORANDUM
TO: hr. Mohamed Shoaib DATE: Jun 5, 1 72 -

FROM: John A.

SUBJECT: Organizaton2td -mothesis Il n5

1. At the neeting ith the consultants on JunE 2, they confirmed that,
according to prevnthning underpothesiN U, there would be five as
opposed to four regicns n thoi prosentation onthe fcasibilitv of
ypethesis TI to , c a on a 12, the constat made their hypo-

thctical allocation oF Pro s mrrtmnts staft on the basis of four
reional d r n th Yinc fl suc an allocation on the
basis of fiv regional depardn s? If t enot, it would see ry3
inortant for t L to do o be cu t In ad di t i n of another reaion compli-
cates the all o cation of 'taffan rducns lexbility.

2. If thy have done "o, their hypothetical allocation should be reviewed
by a Bank to-am in ri4 n y car-lirar with the beduling of oprations to

check the volidit of their pmpe exerci-'a Th Came Leam should also ake
a sinil an revieuw of the allooation on the bass of four regional departmints.

3. One of the prohi -ns with the consultants r- ercise, if 1 unders-idn
correctly '-Ut -as don iLhat itbod to deronstrato that one coul do

mith the n 7w or'anton a tually was dn it th n or g ai-C
ztion during oha rd i-ueion b 9i no aburtn' thot t
neW organsiation -toul -1 v th "aIm lei lit as thc to dea iIth

the ehange in schdu -lin and1 work pat n fc actull jrook pla p r-

ing that period' and uich can be expectedt taU place in an eri od It
1 J -r ' an nd. 1-.,; c4-,i l

is, 2in effei~ct an after- h-faCt type' of analyci andP as suCd -os no

fully demonstrate the feasibility of what is prop e

JAKing :lb



INTERNATIONAL DEVELOPMENT INTERNATIO AL BA FOR INTERNATIONAL FINANCE
ASSOCIATION | CONSTRUCTI N A DE LOPM NT I CORPORATION

OFFICE MEIv\ORANDUM
TO:kr. Nohaaed Shoaib DATE: June 5, 1972

FROM: John A 1 jL7:

SUBJECT: arpni The Projec 71---,l

The QulestiOn

1. Many of the crvnents on tho projor c-cjle an-d many of the suggested schmes

for reorgnization ap'?r o con'ier 0 7 the project cyle ends with Board
presentation and cotain elm nih par to bi baed on a notion that if
some aspects of a i o o t , parItic arlr those relating to
institutional r-at r and firacil vAbiiy, nr treated as non-technical
matters removed i 1- e conr'ol of rot-r'e stat?, the system roni Ucrk

better. Tnis aproc is -s expii L L r a 'A)eks second memorandum
from vhich the following, i taken a" a' exampie

"A word of caution is neessary here' AAi it is stresse above that

itecihical sLaffa rusv be riven considrabl Sro inal cop" and thtt
quality rmut bo checked at - h h e indepnden level in the 1irrchy,
there must be no confusion of1foov ctio. T- 1k of decisions as
to what constitute:; or does nLituto 'lea I for 'he0 1ank in

its lenCdin conditions ta borr-- zr is not n aprrt fun for
technical sta-ff. It whould b fo s o teci i- cal staC'f to hl re-

pare thn E"st viable projer'c' poil i rict) eccal

mater, eurisks ca be take Qithou ri' 1n cmlet ci iure. But
where ma4tes such as psae r l iatin th ne or consulaion
or Bank approval on th ppoiY en of aL m e the ap lication of0on
appropr 5ia rate of return coven' in a-y particular ar, e; r
concerned, thes all necossa" c"" rxerc: oil a ' ain jugmn "ich
is best cxercied bynj the se uho va ,h" cOu1ryt relatioCshi as a'hole,

and who looe 'tha the hank's r li its futuIrefledin
over the whole spectrum of sector , rather than in a single loan ven
in in~dividul leans, it is nec 'r that th; task of i po-

jects, the key element in tbladn prcev beprfomed in suh a
'ray that, ,here nontechnica rr con erned, the cour I tnf

participate and, in the end, ply eterin" role i decidn ' :lO

constitutos an acceptable doprnt banki-n risk and how 13everar T
is appropriately excrcised."

Co ents

2. I believe this approach to be in error for the follouing reasons:

a) The purpose of the Bank is not rely to make loans but to
foster ecenomc and social d eo'ent it is not enough,
therefore, to make- a loan for a proj it is necessary to
do everything pnssible to ensure ha t pi r noject is carried
out effectively and in a tie> nner, 'This, in turn, ry

wol reqlire a variety of conditions re1 li to in"stitutional.
changes, staffing, trainin, coordination with other aristitutions,
supply of local currency for the projoct aonhe like0 These
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condition:s my well b' dif 'icult noliti caLly and delay nego2 i
atias and rencatio < of oan to the Kxecuive irectors,
but they ma also becri ial to thle SccOSful imnlnrn-
tation of the t roject. <ri ce su';t't'S that i thoy are -
watered do n, ther ill be dl:/s and] Sailueres in achievin
project cbje<biF3?.

b) It is all vry well to a h there cxcrciscs of "risk
judgnent" 'houIld be in th ad of 0hos "who view the countryr
relationhin as a whl , 1 eac project is a discreto unit
and its 1.iure or n 1 e etrined by the particular
institutionfl n a'ial arnmnts mde for it and not by
the gener cr e 1 of uc arangements in proocts
throughoutt con The ond itions a'p"rop'ria'te for each
prject had be 1 rnd, trefoeY , by the characteristics
of that 'roec nthe situ1tion n 1io' it ill be e:cecutcd
and not r s enea l e ''oiions relat-ing to conditions

accetabn for nub of pojehcs

c) In generfl conitions o:hicl a prec-omitment" are much more
likely to b cpl ith thCn -hoso i a est- cormittaent"
This Is because the rriedies for failre o 1 up to poot-
cornilmrnt conditionL, Of Qdisurso'ns or oancel-
lation, are~ usully too drastic t br cplied. As a result, the
postpono"mnt of the tim when conditiorns should be ret has the
effect c ::aterin' do"m the condition i

d) The distioctiorn bot'cn "s-rictl tecnial natters"1 (by wiTch
I assum 1r. Tene n mens the eni' ee rn characteristics of
a road or a din and ph th cnomic a'l sis) and other

aspec o rojec : is a"n 0i :o proect
vtibility It is ' Cell kno j the 'nlysi of '1 'rob'lemr projects"'

reveals very fe prjc:ichaK a ar 'n 'difficultics on "strictly
technic.:l -rounds; 4os -o th 1rbesrlt to instLitutional
mttors, mament, safing -arif i, pasage.:c of legc'is
l tlati ad' s'ilr _'trs unic . n aper to b
should be uoyondi the comlpcetence and re'nonsibiliti0 ofO' prjeth-
type staff, 3e would appar to e lie 'L h tcnion r'ea
to those aopnects of the pro ject should_ bef(c m F< roI
this it would seem that he is less concernd ith projen' cc
viability and project execution n th' sign m- oan a, gre e-

mnts.

3. Quite apart from its effect on project guCity end project execution the
distinction proposed betoen "strictly techni natters and other project nat-

tors; wold, if is :er put int-o 0fcot, have p disastrous effect on the morle

of projects-typc e n and would oi fc : o arc a retain the

high qjuallity ctaff the Bankc nee'> for iSricty teochical '-erk. The bs
powei, : _rigaticl or s r y gm'ers are rr 1o- nly in teir deslji''n
but also in how che are to be carried or en in how the comlee I faje tcil
are used. They hav" experience i s 'uer as 'el as in design and f th

cannot apply this oxp n.rnce, the jo c'il 1_ l-s a.ttactive

cc: Ito. Christoffero"n

JA.Yi-n rlo-



INTERNATIONAL DEVELOPMENT INTERNATIONAL BANK FOR INTERNATIONAL FINANCE
ASSOCIATION RECONSTRUCTION AND DEVELOPMENT CORPORATION

OFFICE MEMORANDUM
TO: Mr. Mohamed Shoaib DATE: May 31, 1972

FROM: John A. KinaJat/

SUBJECT: Organization Study: The question of the Appraisal Report Cycle

The Question

1. The study team has come up with a number of questions relating uo the
Appraisal Report Cycle (i.e. the period from the beginning of field appraisal
to Board presentation) - it takes too long, there is too much editing and
reediting, there are too many levels of approval, in the later stages there
are no improvements in substance but only changes in form and, a conflicting
idea, substantive changes are introduced at the level of the Department
Director or higher which were not discussed during appraisal, and the like.

Comments

2. It is important to get some of the facts in order. The attached table
shows the median processing time from field appraisal to Board presentation
in fiscal year 1971 for projects in some sectors and the percentage of that
tine devoted to three broad categories of work - (a) field appraisal, (b)
report preparation through green cover, and (c) activities from green cover
to Board presentation. This table indicates that between one third and to
fifths of the appraisal report cycle is devoted to matters other than
appraisal and report writing. This fact should be taken into account when toe
length of the cycle is considered. The table also shows that between throe
and five times more time is spent in report writing and clearance than is
spent in field appraisal. This does suggest that there is a lot of editir
and rewriting.

3. It is also important to recognize that though the white cover report goes
through n number of editions, it is most unusual for the yellow cover to have
more than one, and during the past several months the green cover has been
omitted fcor a number of projects. A copy of the white cover goes, as a matter
of course, to the Area Department.

L. There are a number of reasons for having the appraisal report go throu1-h
a number of editions and through several levels of approval. First there ._
a group of reasons which can be described as mechanical. Projects Dopara
staff are not hired because of their writing skills, but for other aorit.
Furthermore, English is not the native language for many of them, and thi
characteristic is increasing as efforts are made to increase the proport.a
non-Anglo-American staff. This means that first drafts are likely to be -
clear and difficult to understand. Though writing-courses and editorial staff
help in coping with this situation, problems of this type persist ar. will
continue to do so whatever the form of organization.

5. Second there are a number of more substantive reasons for edit: a
clearance:
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a) Technical Adequacy: It is essential that the work of the
appraisal mission be reviewed to make sure that it is tech-
nically adequate and that the project is viable from every
point of view. Review of this sort is usually accomplished
at the Division or Department level, though occasionally the
economic or financial analysis or the institutional arrange-
ments will provoke questions at the level of the Office of
the Director, Projects.

b) Clarification: Frequently unclear expression in a report
reflects conclusions or solutions that have not been fully
thought through. Editorial assistance is not the answer
here. Professional review and discussion are required to
detect the lack of clarity and resolve the problems. This
can be most effectively accomplished through a system of pro-
gressive review, which brings to bear the experience and
knowledge of senior staff. To be sure, some of this review
is devoted to non-substantive revisions of the report which
will make it more acceptable to the Executive Directors.
But the major purpose of clarification is to make sure that
the objectives of the project are clearly understandable and
that the report £orms the basis for solid agreements between
the borrower and the Bank so that the project can be executed
and supervised in a satisfactory manner and its objectives
achieved.

c) Education? In addition to providing a basis for decisions by
management and the Executive Directors relating to the project,
the appraisal report has other purposes. It is distributed in
the borrowing country and to various entities concerned with
development such as members of the UN family, regional develop-
ment banks and the like. It thus acts as an indication of
Bank policy and practice and provides examples of the issues
and considerations which the Bank regards as important in pro-
ject design and execution. In particular, for the borrower
and government officials concerned with the project and the
sector, it constitutes a statement of the critical issues and
the objectives of the project. A clear statement on these
matters is necessary to arrive at basic understandings on which
successful project execution and supervision depend and to
realize the catalytic and demonstration effects which are
usually sought as part of the project. A system of progressive
review is necessary to make sure that Bank policy and practice
are clearly and correctly stated and that the reports can have
their educational impact.

d) Internal Training: The system of progressive review also pr.-
vides the opportunity for continuous training of Projects
Departments staff. With the large numbers of new staff added
in the recent past and with the newer elements, such as concern
for the environment or distribution of income, which have ben
added to projects and their appraisal, such training has been
urgently needed. At the level of the Office of the Directocr,
Projects, the various Advisers can make staff aware of tech-
niques and approaches used by other Projects Departments when
dealing with similar issues, of innovations and technical
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developments affecting project design and appraisal, and
even of Bank policies relating to project workt A parti-
cular benefit of review at this level is the possibility of
making staff continuously aware that the Bank is more flex-
ible and more willing to experiment than is often thought
at the working level. And review at other levels can provide
training in departmental or divisional approaches and policies,
in Bank quality standards, and the like. Training in the
framework of the appraisal cycle is a most effective type of
training.

6. These characteristics of the appraisal report cycle will persist as long
as the concept of a project, as something more than a mere transfer of funds,
remains central to Bank lending. The characteristics and skills of Projects
staff will persist, as will the need for quality control, for training staff
and introducing them to new ideas and techniques, and for educating borrowers
and others. The consultants appear to believe that the training aspects can
be taken care of through the use of written materials, such as checklists,
and refer to Fr. Lee's success in introducing environmental considerations
into appraisal through the use of checklists. My own judgment would be other-
wise. Having participated in a considerable number of yellow cover reviews
at the Office of the Director, Projects level, I am convinced that they are a
significant training device and essential to getting staff to accept and use
new ideas and concepts relating to project design and appraisal. For example,
the great improvement which has taken place over the last eighteen months or

so with respect to the training element in projects is attributable in large
measure, in my opinion, to the system of progressive review, including review
at that level.

7. This is not to say that the appraisal report cycle is perfect and that it
cannot be improved and the time devoted to it reduced. But something like it
will continue to be needed as long as project-lending continues, regardless
of the form of organization adopted.

Attachment

cc: TVr. Christoffersen

JAKing:lb



Percentages ofr Kdian Processing Time by Stares in the Appraisal Report Cycle
FY 1971)

General Agric. Irri- Livestock & High- Rail- Telecom- Water
& Agric. Ind. gation Agric. Credit ways Ports wys Powor munications Surply Education

Median Processing
Time (days) 255 187 244 239 179 235 200 230 193 298

Percentage of
tire spent in:

Appraisal in
Field 09 19 14 10 10 15 15 12 13 10

Report Prepara-
tion through
Green Cover 57 47 48 53 56 44 53 47 53 58

Green Cover to
Board Presen-
tation 33 34 38 37 34 41 32 41 34 32



INTERNATtONAL DEVELCPMENT INTERNATICNAL BANK -CR INTERNATIONAL FINANCE
ASSOCIATION RECONSTRUCTION AND CEVELCPENT I CORPORATION

OFFICE MEMORANDUM
TO: En Mohamed Shoaib DATE: lay 23, 1972

FROM: John A. King

SUBECT: Organization Study: The Question of Excessive Concern for Excellence and
Quality in Pro7ect Uork

The Question

1. You told me that 1Kr, Sormers had raised again his question as to whether
there was too nuchorcern witt excellence for its own sake in the Pank's pro-
ject work, Simila r quetns have been raised by the consultants as a result
of their intervi<ws with dnk staff; these can be suriarized as - does can-
centration on projec quality7 distract the Bank from what should be its main
focus, country d 'e en?

Gomments

2. Contral, to this question is what is reant by quality or excellence Those
askdng the ouestion often give, as an examnle, excessive refinement of rate of
return calculations or the editing and reediting of appraisal reports, but the
question appears broader than that and can perhaps be rephrased as - from the

point of vier of. a country's development is a gcod project batter than an
excellent project?

3. But before discussing this question, it should be poirted out that the
interviews with Bank staff also eose rsn opposite vie' with respect to
quality, i~e. that, in fact, ouality declini as a result of lending tar-
gets and the probiens of r1-tg t These roebi ens are said to range from
simple ones, such as making what should be condiios for negotiations or Board
presentation conditions of effectiveness, to much more subtle ones, such as
preferring conventional projects or approaches over innovations with the
potential for creator developmental impact.

4. Central to the issuce of quality, I believe i the concept of a project
If a project is viewed priarily as a transfer C funds, then nuch of what con-
stitutes "lqualitrL can be disrevardad But if projects are to be vehicles for
reform, for institutional or technical change, or for dconstration, if they
are to take into account erploymen, inconme distribution, or the envirorent,
then there nust be great concern ih qa ity - the nsuitaility and reli-.
bility of the t eciqt be introduccd, the adequacy of then mnoer nedd
and the eans for strngthningits t ils if necessary, the adeuacy of the
finances and the fiancia syst.2, h e econocic jlstifiation, ue risks involve.
and the safea-nrd to aiethen and the like. As t fillohby exercise
demonstrates, if the Bnki has learned anthing over the years more rather than
less concern with r mtters is needed, Furthermore, more adt *ore car-
siderations are being found relevant n project design and exocution as time
goes on, Broadly speakirg, more quality translates itself into onre- developrnnt,
And agreement thaOt the principal focu is the counntry does nor cha t the
situation, unless the project is regarded merely as a vehicle tr th ransfer
of funds.
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5. m. Son-ers has suggested that the origin of the e-pasis on quality lay

in a concern for the y n mrket. he suggests that these markets could now

tolerate somewhat less quality, The argument would go as follows: en te

Bank -,as for-ed, internationIl lendinc was in bad repute and a great any of
the Bank's nerabers were in default on their external debt. In fact, the Bank's

Articles contpined a number of provisionp intended to prevent a recurrence of

sone of the rractices of internatina lending that had led to this situation,
of which the recuirenent of project lxnding was one. Today, the argunent con-

tinues, after a quarter of a centur- of auccossful operations the Bankr'

reputation in the noney mrts is such th1at they could accept. scmnerhat lower

standards of lendin The trum of -rh rnatter today is, however, that concern

over the noney markets is e a ninr element in the emphasis on quality. As
noted above, the real basis for tht emnhasis is concern for the developmental

ripact of the project - does include the elements necessary for it to be

technically, econoricall,; intitutionally and financially successful and for

it to have an imnoat on the country greater than the mere transfer of resources

involved. It is worth adding, however, that the money markets follow the Ban:

closely and have shown themselves sensitive to suggestions that the quality of
projects for which the Bnk lends may be changing.

6. It should be noted, in addition, that some of the external manifestations
of today's enhasis on quality reflect the extremely rapid growth of the

Projects epartments in the last three or four years and their decentralization.
With new Dnartmsnt Directors (six of the eir-ht hold their present posit ins

for less than three years), new Division Chiefs and large nme-rs of staff new

to the Bank and with large increases in the num-bers and varieties of projects,
emphasis on quality was essential and it often resulted in such frustrating
exercisos as rewriting reports. if there were f ive hundred professionals with
the exoerience and gifts of hr. Knapp working on projects, there could be

emphais on quality with much less quality control, but this is not the case
and never will be. It can be exnectlod, however, that quality control can be-
come less direct, continuous and obvious as the staff becomes nore experienced
and the rates of change less rapid.

7. The concern over the enphasis on quality in projects arises from a feeling
that it causes delays in the project cycle. aing surs that all the critical
elements arc considered in project design and appraisal and agreed upon during
negotiations may rell tak more time than. a less conplete study, and recuiring
conditions considered essential to achiving, project objectives may delay is-
bursements. On the other hand, the omission ofpacrts of the analysis or of
some of these conditions is likely to lead to misallocation of resources and
waste and a failure to achieve developmental objectives. And in many cases,
insistence on quality in project design and appraisal, including insistence on
appropriate conitions for lending, nay actually spesod up the later phases of

the project cycle after the loan has been approved or result in savings in

costs which far out-eigh the tine required to analyse the problem.

8. There are lemants of judrmont in this. What are appropriate conditions
for lending, how many alternative solutions should be examined in design and
appraisal, how detailed or far-reachin-ng should the narket analysis be, and the

like. And it is osslible to go too far. But a conscious decision to rodluoc
quality in general to save time is likely to have costly conscquences for the
borrowing country. This is not to say that quality should be pu rsied at any

cost; the test should be a comaison of the costs requiring particular
elements of quality with the benefits likely to flow from cach of them.
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9. in short, there must be e esis on ality; a project sheuld be not

rerely good; it should he the be:3 arcject ossible in that cornt:7 under the

circunstances and at that t At t Se same time, some of the frustrating
consequences of quality control are likely to disarpear in tine.

cc: er. Christoffersen

JAKing : lb



C H1'O R A

O CE MEMORANDUJIM
TO: les DATS: hay i1 172

FQM: q, agi

CTG7: U. y of rn ztiLo Ua Proced aj e iues 1972

n , 1972 the ninth regular meeting with _50insey w% <efd; V.

e D0sr. 'aomer, o nn " :ssengAer ann vni r o
ad ssrs ohrbacher, Lynn and Lethem (Bank) for Mchinsey.

2 rTh prpoe of t.e ceeting was essentialy to cont'iueteics
t ooesos proposed to Mr. hchamara by the su vtea -e

a outsantia canges in organization but change inprcdue a
ov nopera-a LVns, and §ypO5Lnesi : a ma;jor s-truco ra rere±nzaio no

0 retion ox several regi nal bureaur which o-ul icu no

2aoJecis sa kne ±aQser onJly so far as Aunctional spcaazavor.
. Rorbcher indicated that the study te had had a se 

cmara (on iay I ) and had discussed these hypothese n o
ko hesudy teaml was in the process of developin infor

eins a r initial review indicaeda tat undor p i C
an oPojecots staff could be allooted satisfactori ly o

e lain only 20 percent for the cenoral technical pol an n
Cditional Projects staff would be required to round out "he oc

oI0 Oureaux.

in response to questions, Mr. Rohrbacher indicated tha th tuyA
noye fulIly analyzed the economic complex and the indusri/iv

c x or examined how they would fit into either hypotn
ate study team mig-ht consider another alternative unde *ica

lndutrial Bureau night be created outside the Pagional Bra, i
Sadop tn, and regional zation of work in this sector m
til an integratd ap-roach to industrialization and the work of lp ±C n

evelopment. Finance Companies Department had been worked oute.

4. hr. nohrbacncr indicaed hnab in the view of the study ea )y, W

had a great advanLage over ayothesis I in that it would g
:nroduction of ine/staff concepts of management and organizaio adt

th; introduction of these concepts was very taportant for the ei o of
the Bank in the coning years. Though procedures could be o i
ei9s oing organisation - a major targt would be proedures rlin v 0 02

concets and work - and its effect iveness thereby iore'ased, the team did n;
'eva that tis would be enou;;h0  "e team, however, was workng on reo-

___aions for procedural improvement 0

j Knbers of the Study Corzittee made a number of points including h
.ollowing:

a) hee was no perfecm organizational solution and any §a-

cular solution would have its merits and defects0  Kypothesis
II appeared (i) to otfer opportunities for greaser delegation
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of atL ory, (ii) to inctrese Locus on cos pro L s :

objctve and improve the planning an coordinain oW coun0try

work iii) increase th opportunities for expri> a k i
new iels (e~g. progr'am lending or ne~ uype o £ preA: • U

e~ oer hand, it appeared to be acs illy () - prc

unitformity in policy and~ apro~rach (thoqh (usin L :. x 0aised
_0 P

aS uo ho: serious> 4ault thi mig h e ),(i o ani

)~tndads and quaity ofT projecU wrk (thouh t was ar~ Cth

e dards would be satisfac oriy anaained by _vi in

a Projects Duparcment ;ithin each reioni 0u2a m

ison director responsibie only to the vice presfiLona a

Chag of the bureau), and (iii) to be more costly in trs of

b) Th u should considier three realatced queston - )

was itphysically possible to carry oub a reorgi io n

helnes of iypothesis II, (ii) should such a re

be carried oua, (iii) what would be the costs o n a

i out These questions were raised in ran alterna bive o -

given e fact that the Banki was currenly orGaz on( a

a c bonal basis were the advantaLes of a structura
Srufficient to compensate for the cosbs of tUs nn

S h next m:eeting of the Study Committee would be on hay 6 >t 30u

a meeting of the study team with `,r. .c,.aara on -ay 2.

cc:MesrsShoaib, Somm1-iers, Demuth, Twining, Christoffersen, nsna

Jang~l
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OFFICE MEMORANDUM
TO: !r. Lohamed Shoaib DATE: April 2h, 1972

FROM: John A. ling .7¾

SUBJECT: Studref iProcedres: Staffin Patterns

1 . This memorandium brings up-to-date the staffing assignments of the studyv
team since my menorandum of Kahruary 28 on tiis subject.

2. During March Lessrs, van lode (Echinsey) and interton (TFC) have s udied
the IEC and made a prolimirary reprort dated April 7 which -was discussed at the

Study Committee 2Keting of April 10.

3. Messrs. Rohrbacher and .ynn( i visited Japan, Indonesia and the
Philinoines ane asad rs. Kubes (uczinLey) and Barry (nk) vi-s:ited Ivory Coast,
Kenya, EtYionia and -ieria edurin the first half of Larch. On their return

they discussed ther imressios with Banstafi They reported their tentative

conclusions in a pa'er dated Larch 27, which was discussed at the Study
Corittee Meeting of March 29.

i. During the firSt week c2 .9pril Mor5. Kavarana (7c.insey) and Desik (Bank)
visited In. This 3was intended originall to b one of a second group of
country vi ;it3 tO Jain an ipession o he Ban's image from the roint of -ietw

of its borrowers and to vie its procsu e from the othcr end of the telescope,

but othr such visits have not 7et been odd. ho snecial report of this visit

has been reared for consideration byth Study Comittee, and the irndings
resulting from the visit are to be fo'- in the general work and con L. nS of
the study team.

C. During -arch and April, I understand the rest of the study team have been
consolidating the diagnosti work needed for the sudy and have in effect con-
cluded the first half of the acy. In coing so, they ronrt thet they have
reached factual conclusions with reect to -

a) the objectives of the Bank,

b) the or[.anization of the Bank,

c) its basic procedures,

d) its management style,

and have some juycnts concerning the strengths and weaknesses of each of these,
These conclusions and judgments will be rweiented tc Mr. McNamara in an organized
form but without much detail on April 2c. The detail, however, has been organized
and is available.

6. In the next phase, the study team is concentrating on two areas -

a) New organizational hypotheses aid variations of then. An
important element of this work is examining the risks inherent
in these changes and how to 7minJnize these risks. Messrs.
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Lynn, Kavarana, ven lede (EcKinsey), Richardson and Winterton
(Bank) will be vorking in this area.

b) New procedures needed to overcome major weaknesses identified
in mnra.mntu procedures, the project zyele and supervision.
This work will be done on two levels - the Drocedures needed if
the organizational chances mentioned above were to be accepted
and those needed if the existing organization or something like
it were to be naintainexd. Working in this area wi be Messrs.
Cornudet and Kubes (YcKinsey) and Barry, Dosik and Iethem (Bank).

c) In connection with both efforts, Messrs. Graves (McKinsey) and
Beauzelin (Bank) will nrepa-e materials on "the case for change'.

7. At the end of April and beginning 'of May, Iessrs. Garrity (MlcKinsey) and
Richardson (Ba!nk) will visit Turkey to -

a) view and understand the last stages of an economic mission and
an appraisal mission,

b) view and understand a supervision mission,

c) examine the case for and against a resident rission in Turkey,

d) interview DFC/IF "customers" about their views of the
institution,

e) interview other Oonors (LU.S., UIDP) about their views on the
Bank Group's effectivenoss and on coordination problems,

f) ascertain from key Turkish officials their percoptins of
Bank Group strengths and wcakinesses.

In early Bay Messrs. Graves (McKinsey) and Beauzelin (Bank) will visit India to
test some of the hypothyess of the study group in the field.

cc: Messrs. Denuth, Tining, Christoffersen, Messenger

JAlKing :ib



INTERNATIONAL DEVELOPMENT INTERNATIONAL BANK FOR INTERNATIONAL FINANCE
ASSOCIATION RECON STRUCTJON AND ZEVELOPMENT CORPORATION

OFFICE MEMORANDUM
TO: Mr. 2'ohamed Shoaib DATE: iay 9, 1972

FROM: John A. King

SUBJECT: Pearson Cortission Staff Uork on IFC

1. There are three background paors dealing with private foreign investment

prepared by the staff of the Pearson Corrission, and two of these (actually
two versiens of the same paper) speak, inter alia, cf the -C, but they do not
add much to what is said in the Corissicnzs report itse]l In fact, the text
of the report on these Cuestions is based largely on one of these papers. The
relevant parts of Partners in De½elopvmnt are:

11... because of their links with the private sectors of both
developed and d;- :in countries, 17C, and organizations like
it, are logl cal for project identification and investment
promotion work, e,: accordingly recoaend that they become
much more active - field.

"We hope that a reorientation of IFC policy Fcoward reater re-
gard for econoic considerations and influence on policy with
respect to industrialization is possible, for the sake of the
econo:ric impact of its own investment and even -ore for that of
the new investrcer.ts we believe it is well placed to preoto.
However, we ould also recorend that ether internin i
tutions, such as the orld Ponk and U:DO, expc2 tur-ter their
advisory role reg~arcing industrial and foreign irestent

policies. These activities could evcntually be fuly trans-
ferred to IFS if the procosed reorientation of 2,C is success-
fully achieved.

2. The specific references to =C are found in Pearson Corission Staff Parer
io:h15 datAed Lay 2?, 196?, entitled "The Contribution of the Foreign Private
Sector", prepared by Donald Erash.

a) It reco-nends the estnblishrent in IFC of a separate office to
engare actively in investment pronotion work. The arguoent in
favor of this is as follows: Ttecondly, we feel that there is
a real and urrent need for better and more carefully targ'eted
prootional programs than now exist. Lost of the present in-
centive schemes are designed to prevent an investor deciding
against an inv which he already has under consideration,
and those inVE ;urveys which are made are often too
general to be value in promotional -ork. The
International FLiance Corporation has in the past interpreted
the clause in its Articles requiring it to finance only projects
'where s fficient private capital is not available on reasonable
terns' to mean that it should leave all project initiative to
others. As a result, even its own financing activities have
been on a snall scale. But there are some signs that IFC is
now beginning to appreciate the role it could play in actively
seeking out investment opportunities and bringing together
domestic and foreign partners to execute then. because of its
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position as a nultilateral institution with links with the
private sectors of both develonod and developing countries, it
seems a loicail place for najor expansion of promotional acti-
vities. e accordinrly urre the establiimont in 0 of a
senarate office e enrae aCt:1e Vly In nms ent :croticn
work. kAt-ou IC is concernod only with private sector in-
vestment, it_ affiliation to the United Nations riht well make
such an office appropriate recipient of UUDP financial
support.

b) A recomendation that I-RD take a more active advisory role in
the industrial and foreign investment rolicies of the LDCs.
The argunnt in support of that recomendation is as follows:
Ir"e belie-ve that the inernational ievelo-' -- ': no nity could
play a useful rzle nh t$s vflorir ti n Qflr 1air

policies .~rts forei_- c i t.:n the ast
has been the only Thzernational organizaLion active in the
field of private' foreirn investrent, thouh the creation of
UNIDO has changed the situation sonewhat in recent years. The
IBRD has tended J delegate much of its industrial work to the
IFC and its discussicns with member countries .primiarily in-
volve fiscal affairs. This has been unfortunate. To begin
with, 2FC deliberately avoids beconing involved in government
policy issues wherever possible. Its owrn investments reouire
no host govern-ent guarantee and it normally behaves in very
nuch the sane manner as an ordinary comercial investment
house, i.e. it takes governnent policies as 7iven. ore
sericusly, to judge fron its own investment rattern L7 C is not
conpetent to judge government rolicies from an economic -coint
of vie. ny of' the rojects in which lW has particiated
have certainly benefited the host country involved, but many
others, regrettably, have been of the ty-e noLe earlier as
contributig n rginally if at all to economic develcement. In
particular, they have often been in sectors subsidized by very
high levels of effective tariff protection. In very few cases
are investnents preceded by an cc)nrni analwsis of their -
pact. In practice, profitabiliy has beer the princiral cri-
terion used in assessing investments and, Wile this is clearly
a necessary critericn for any agency which would stirulate the
growth of the private sector, it is hardly a sufficient criterion
for an agency purporting to be concerned with economic develop-
ment.1/

'"e very much hope that some reorientation in TFC's perspective
is possible, for the sake of the economic impact of its own
investments and eve -re for that of the new investments we
believe it is well- ced to promote. if in cractice it is not
possible to combine a concern for private 2rofita ty with an

1/ The inlicit distinction drawn between private profitability and social
economic desirability might be without nuch real neaning in developed countries:
it assumes very great inportance in developing societies where market prices are
often very poor indicators of social cost.
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enall- vital conearn for e ne-in desirability, a roch more
actie at~or r e or 0 7-,- and 7" _ nruar

ano.-s, :ocs invs-zn ca :esLs eszceotj

3. The paper has a few interestin2 remarks on the dif erent connotations of
direct private investzent: "Eiscussion of the ronomic imact of direct invest-rent has tended to employ highly emotive languaer. To capital-oxporting
countries, direct investment means a"l the advantagses of the free enterprise
system, along with foreign exchange, technical knowledge, management skll and,
often, access to markets. For LDCs, direct investment spells high cost capital,
foreign control of key sectors of the econoyr, insensitive foreign managers,
and undue competitive pressure for domestic entrepreneurs."

4. The President's memoranda dealing with Pearson Comission Becormendations
Nos. 7, 9 and 10, all dated December 11, 1969, in effect, accepted the merit
of the comments in ?nrtnerm in Deel.:tnt and indicamed that IFC policy was
already being changed in th-se airections.

5. The otential conflict between private profitability- and social/economic
desirability referred to in raragraph 2(b) nevertheless remains and is probably
the reason behind the coments frequently heard by the study team of the need
for a senarato organization for privae investors who do not want to be dealinag
with Bank staff whose principal work is in the nublic sector and with nublic
sector official:. I surmise, but do not know, that this potential conflict
may also lie behind the cases, refer-ed to by the study team, where the 3artk
and IFC have taken differing positions with respect to the same project.
potential conflict presents, in my judgnent, the nost difficult organizational
issue in the industrial/private sector area

cc: Thssrs. Someers, Denuth, Thining, Ch.iristoffersen, Ye ssenger

JAKing:lb



Mr. M. Shib Ppril 2, 1972
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Ex[cnt of Mul Lip 11er If ect on Prjc Us Finnee _by_1 nF0 sjid IDA

FY's 1970, 197] and 1st hlf 197?

$ Millions

Total

Total IBRD/IDA Other Multiplier

Projects Contribution Sources- Effect

FY'70 6,269.6 1,664.2 4,605.4 2.8

FY'71 6,616.9 2,480.5 4,136.4 1.7

(Half) FY'72 1,050.3 448.6 601.7 1.3

Total 13,936.8 4,593.3 9,343.5 2.0

IBRD only
Total IBRD Other Multiplier

Projects Contribution Sources1/ Effect

FY'70 4,177.6 1,058.6 3,119.0 2.9

FY'71 4,549.1 1,896.4 2,652.7 1.4

(Half) FY'72 798.4 331.6 466.8 1.4

Total 9,525.1 3,286.6 6,238.5 1.9

IDA-only
Total IDA Other Multiplier

Projects Contribution Sources 1 Effect

FY'70 2,092.0 605.6 1,486.4 2.5

FY'71 2,067.8 584.1 1,483.7 2.5

(Half) FY'72 251.9 117.0 134.9 1.2

Total 4,411.7 1,306.7 3,105.0 2.4

1/ Both local and foreign.

(Source: PandB)

(T.S. 4/20/72)



Extent of I1D arnd ]DA Partie tion in [h Priva to tor!

Original C:ari htments $ Volumn # of oan

Total 15]C.2 82

Comprising -

Agriculture 27.5 3

Development Finance Corporations2/ - 923.1 51

Industry2/ I/ V/ 549.6 27

Tourism41  10.0 1

1/ A borrower in the Private Sector is defined as an entity with more than
50% of its equity held by private individuals or concerns themselves
outside of government control.

2/ From April, 1965, through October, 1969, IFC acted as "executing agency"
for both IBRtD and IDA's industrial projects. IBRD and IDA, however, pro-
vided the finance for these loans/credits. A similar arrangement existed for the
Development Finance Companies projects through November, 1968, at which time
the Development Finance Companies Department was transferred from IFG to IBRD.

2/ Kxcludes loans amounting to $359.2 million to the Netherlands, Italy and Japan.

4/ Includes loans to Yugoslavia

(T.S. 4/21/72)



! VELOP NNr NNT RNATICNAL FItNCE
CI A ON RECONSTIP" r AND D EVE L rNT CORPORATION

OFFCE MEMORANDUM
TO: Files DATE: April i, 1972

FROM: John A. King

SUBJECT: Study of Organization and Procedures: eetg o April 10, 1972

12 On April 10, 1972 the seventh regular meeting with Mciinsey was held;
present were essrs. Shoaib, Sorers, Twining, Christoffersen, Iessenger and

King for the Bank and Messrs. Rohrbacher, Graves, van Lede and Winterton (IFC)
for McoKinsey. The meeting was devoted to the study team's preliminary assess-
ment of the IFC, dated April 7, 11972.

24 The meeting opened with a number of general. corments on the McKinsey

report:

a) The study team was advised that the Bank Group was committed,
by decision of its member governments, to serving the private
sector and that the study team should not study the question of
whether or not the Bank Group should do so.

b) Yr. Semmers believed it was wrong to describe IC as the pri-
vate investzrent arm of the Lank Group; it was merely an arm
for this purpose, ue noted that 1.70 had been established as a
separate identity for parriular reasons which were relevant
when it first was bein: conasid.ed and which my have been over-
taken by events, at Lenst for many cuntries; it had continued
in this forn for historical nd perconality reasons, He be-
lieved there was still a need to perform the basic functions
belonging to 21iF, but said the shudF eam should examine whether
this separate identity should be continued or whether some other
orgaizational solutien would be no appropriate. He else
sugge-sted that lCs seprateness tended o make it coninue
on its own way without consicdering wano else ri right profitably
undertake. Ethers sugbectcd that this tEndocy had been modi-
fied since IFr. Caud had become Executive Vice President0

c) 1e pointed out that !20 had been compelled by its institutional
characteristics and the facts of econroic life to serve ".he
rore advanced oaf the LDts0  It, therefore, could not fairly be
criticized for failing o serve the non-industrialized LDs or
those lacking a private industrial sector0  He noted that the
lnguage of the Articles, "particularly in the less developed
areas", was intended to refer to the underdeveloped countries
generally as opposed to th developed countries, and not to the

poorer ILCs as opposed to the richer LD.s.

d) It was noted that the Bank was active in the private sector in
the field of industry, dovelopnent finance companies, tourism
and agriculture.

c) It was recognized that overall economic planning and macro-
econoic analysis had not played a significant role in I7C
investments averbheless, in re-xnt years the role in IFC of
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economists had increased (there were now four economists includ-
ing an Economic Advisor) and more than lip-service was now
paid to economic considerations in making investment decisions.

f) It was noted that in theory, IFC relied on development finance
cozmpanies to create future opportunities for IFC in countries
where there was no i mediate opportunity for DIC investment
but that, in fact, few efforts were made to ensure that this
reliance produced the effects sought.

3. A number of specific commoents on the report were also made:

a) Page 1-3: The description of the Bank as "primarily public
sector finnncing" vith a few exceptions was somewhat mislead-
ing. As a matter of fact, the tank did considerable amounts
of private sector financing in industry, development finance
companies, tourism and ag-riculturef,

b) Pae 1-!: There was some discusion of the word "vehicle".
Ph insey did not intend it to be the eqaivalent of "organi-
zation", but gave it a rathor opmn-ended meaning. It was
suggested that the time comparisons were unfair, comparing
non-comarabla items. The concept that the qualifications of
I:C staf shold be drasttcll different from Bank staff was
questioned, and reference was made to evidence to the contrary
on page h-5.

c) Pane 1-5: Excention was taken to the phrase - "it is doubtful
_1C could effectively connote with nornal investment and

corercil banks"'. As is pointed out in the following sentence,
it would be contrary to IF0's Articles for it to try to do so.

d) Pn7 2: It was noted that the Articles called for IFC to act
in sociation with other investors and that this affected

it w-ay of doin bu"ines. Itua also noted that in acme
quarters there was a belief that I7C was qite right in develop-
i-n- passively in rosonse to meds expressed to it, rather than
adCpting an aggressive developmental policy. Others believed
that this imryve led to an .1bnce in the use of its resources,

e) Pame 2-2: A ques2tio was raised as to what proportion of the
a d ial canitol nIbilized by IFC was foreign and what local0

f) hive 2-6: it ,-s sugcested that, thouh they had fallen since
,adnistrative costs were still high.

g) Pwe 3: The need f-a single management ind and a coordinated

strategy for the Bank and IF( was accepted,

h) Pa e 3-!,: rShoaib asked for details of the conflicts listed,

i) Ih-: It was su; gested that the criticism of the Personnel
eparteent as unjusuified and that the views of the other

omartments criticied should be sought.
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j) Pase 5: The genra2 concept that further analysis of I'C by
Wlle sLudy team should be in the ueneral fr enork of the :]ank' s

work in the private sector was acceptdl The basic questions

Vere now much and how should the Eank Group servc the private
sector.

. The next meeting was set for April 25, at 3.00 pm.

cc: Ibssrs. Shoaib, Sormers, Demuth, TTininq, Christoffersen, liessenger

JAKng :lb



INTERNATIONAL BANK FOR
RECONSTRUCTrON AND DEVELOPMENT

INTERNATIONAL DEVELOPMENT INTERNATIONAL FINANCE
ASSOCIATION CORPORATION

April 10, 1972

TO: Mr. Denton

FROM: J. E. Twining, Jr.

At the meeting of today's date, I told the

McKinsey team members that I did not agree that the

conments made about the Personnel Department were
accurate as an indication that sufficient services

were not provided to IPC.

It was generally agreed around the table that

these points, as well perhaps as those referring to

the Treasurer's and Controller's Departments and

the Information and Public Affairs Department, were

not supported by facts and it was suggested that

the McKinsey team members should talk to the repre-

sentatives of the Departments cited before reaching

such conclusions.

Attachment (page 4 - 3 of report of April 7, 1972).



INTERNATIONAL DEVECOPMENT INTERNATtONAL BANK FOR INTERNATIONAL FINANCE

ASSOCIATION RECONSTRUCTION AND DEVELOPMENT CORPORATION

OFFICE MEMORANDUM
TO: Files DATE: April 6, 1972

FROM: H. W. Messenger

SUBJECT: The Meeting of the Organization Study Steering Committee on March 29

Attending were Messrs. Shoaib, Demuth, Sommers, Twining,

Christoffersen, and Messenger for the Bank; Messrs. Garrity, Rohrbacher,

Graves, Kubes, and Barry for the Study Team.

Mr. Rohrbacher gave the highlights of the trip that he and Mr. Lynn

took to Tokyo, Djakarta, and Manila. In Tokyo, in addition to talking

with the staff of the Tokyo Office, Messrs. Rohrbacher and Lynn interviewed

several officials of the Japanese Ministry of Finance. It was thought that

the views of the individuals they spoke with were representative and that

the discussions were helpful. In Djakarta, discussions took place with

almost all of the Bank's staff members stationed there and with several

Government ministry people. Also in Djakarta, several of the donor

organizations with representatives there were contacted. A field trip

was made to one of the Bank's projects, a large irrigation scheme. In

Manila, officials of the Asian Development Bank were interviewed, as well

as a group of Philippine officials.

Mr. Kubes reported that he and Mr. Barry visited Ivory Coast,

Ethiopia, Kenya and Nigeria in Africa and in each place they spoke with the

Bank's staff stationed there, with donor organizations, with representa-

tives in the countries, and with various government officials. Mr. Kubes

felt that the trip had been useful in that it had given him and Mr. Barry

quite a different perspective on some of the Bank's problems.

Mr. Shoaib enquired about criticisms the travellers might have

heard of the Bank and its operations. Mr. Rohrbacher said that the lapse

of time between the departure of an appraisal mission from the field and

the time when the borrowers are "summoned" to negotiate a loan or credit

is felt to be excessively long. The borrowers feel that they are not kept

informed of what is transpiring during the period or what they are being

summoned to negotiate. They claim that in the interim the project or the

terms to be negotiated have often been changed by the Bank. Mr. Shoaib

said that in his experience borrowers usually receive, at least on an

unofficial basis, a copy of the draft appraisal report prior to negotia-

tions. Mr. Graves noted that criticism was also heard of the Bank's

procurement and disbursements practices and the numbers of missions. The

Team is presently in the process of gathering data that will permit a

determination of how valid these criticisms may be. A short discussion

of the cost of sending staff members from headquarters into the field

on mission versus maintaining field offices followed during which it was

noted that one of the non-quantifiable costs associated'with sending

missions from headquarters is the irritation felt by borrowers of too

frequent missions.
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In deciding what, if any, additional authority can be delegated
to the field, the question of projects standards and decision criteria
was raised. Mr. Shoaib noted that the Study Team will need a clear
description of the project cycle together with the failings as perceived
by the recipient countries and an analysis of the time that the cycle
requires.

Mr. Rohrbacher said that both Team missions had heard statements
about the Bank's arrogance. This referred to both arrogance on the part
of individuals and on the part of the institution itself. The individuals
most frequently "accused" are on economic missions and tend to be staff
members new to the Bank with little practical experience - a shortcoming
also mentioned by Bank staff stationed abroad. The institution was felt
by some donors to be arrogant in the way it handles negotiations and in
some of its other discussions with governments. Mr. Sommers noted that
perhaps "arrogance" is an occupational hazard in the kind of work in which
the Bank is engaged.

Mr. Sommers also noted that it should not be surprising that the
various Bank resident missions are different - they were created for
varying reasons. The countries are different and no single pattern of
Bank behaviour will be satisfactory in all. He urged the Study Team to
take this into account in their recommendations to be flexible, and to
be willing to recommend experimentation.

Mr. Rohrbacher noted that there seems to be more dialogue between
the Bank and its recipient countries on economic reports than on project
reports. Mr. Twining said that this is probably explained by the fact
that the economic report tends to be more of a joint Bank/country
exercise than the project report. The former is intended to analyze
and present a summary of the country's economic position, not only for
the Bank, but for the country and other potential donors as well, whereas
the project appraisal report is a decision-making document intended,
primarily at least, for the Bank's internal consumption.

It was noted that appraisal reports are intended to do two quite
different things: (i) to present a summary memorandum of the terms for
negotiation of the project and (ii) an analysis of why the particular
positions were reached. It was suggested that perhaps the two should
be in separate documents.

Mr. Graves announced that the Study Team plans three missions
during the early part of April; one to India and Iran, a second to Turkey
to observe an appraisal mission at work, and a third to South America,
probably to observe an economic mission at work, possibly in Colombia
and/or Brazil. Mr. Shoaib emphasized the importance of the Team seeing
the various kinds of Bank missions in action.
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Mr. Graves prefaced the discussion of the Study Team's interim
report, dated March 27, by stating that with respect to the field missions
the Team had reached two very tentative conclusions:

(i) there is a prima facie case for stronger field missions than
now exist to do Bank operational work; and

(ii) it is difficult to see how an effective field organization
with greater authority can be created, given the present
headquarters organization.

In enquiring why the Bank's present headquarter's organization was much of
a handicap to expanding field missions, Mr. Shoaib cited the United States

as an example where several of its departments, e.g. State, Defense,
Agriculture, all have programs in the same recipient countries and the
embassies reporting to the State Department appear to be able to coordinate
all of these activities. Why then, it was asked, is it considered necessary
that the Area/Projects split be somehow removed in order to have effective
delegation to the field? Mr. Graves replied that there was no certainty
that the Team will recommend a change in the Area/Projects relationship.
However, it would appear at least that if some work now under the authority
of the Area and Projects Departments were to be delegated to the field,
some arrangement would have to be made to avoid the field offices reporting
to two or more headquarters units.

Mr. Graves said that there is some feeling among borrowing countries
that the Bank tends to be dogmatic and rigid in the application of its
rules. Mr. Shoaib said that perhaps this is because we have more in-
experienced people now than we had in, say, the early sixties or before.
This feeling that the Bank applies its rules rigidly is somewhat anomalous
because relatively few of the Bank's rules and policies are committed to
writing. Therefore, if true, it is a rigid application of the practice
of doing things the way they were done before.

Mr. Demuth commented that an additional reason for the Bank having
more of its operational work done in field missions is to be able to
coordinate better with the other donors. He felt that this is something
that was overlooked in the Team report but is a factor that is of con-
siderable importance.

Mr. Demuth also questioned whether the headquarters organization
must be changed to have useful overseas offices, but conceded that our
overseas offices might be made more effective with improved headquarters
organization. He noted that our present offices overseas are by and
large discharging the limited responsibilities that they have been given.
Additional responsibilities could be delegated even with the present
headquarters organization if it were decided to do so.



The next meeting of the Steering Committee will be held one week
from Monday, on April 10, at 3 p.m.

cc: Mr. Shoaib
Mr. Sommers
Mr. Demuth
Mr. Twining
Mr. King
Mr. Christoffersen



INTERNATIONAL DEVELLPENT INTERNATINL 8ANK FOR INTERNATIONAL FINANCE
ASSOCIATION RECONSTRUCT [N AND DEVELOPMENT 1 CORPORATION

OFFICE MEMORANDUM
TO:Mr. Mohamed Shoaib DATE: March 23, 1972

FROM: John A. King (/
SUBJECT:The McKinsey udy

1. Since I will not have a chance to see you before the meeting with the study
team next Wednesday, I thought I might set down a few thoughts about the way the
study is going. I have no direct experience with studies of this kind or how
they should be conducted, however, and so some of these ideas may be mistaken.

2. Yy first thought is that while the interview technique may be useful for
getting insights, it also tends to generate one-sided or oversimplified ssate-
ments of the issues and a certain amount of froth arising out of the real
frustrations of Bank staff with certain aspects of their work. Carried beyond
a certain point, it tends to produce a Gallup poll, which probably has scne
bearing on the implementation of the recommendations of a study, but which is
certainly not the study itself.

3. It seems to me, therefore, that it is important for the study team to
grapple with and analyze the Bank's operating characteristics themselves, rather
than with what people say about then. To do this requires then, among other
things I believe, to take part in sector missions, economic nissions, appraisal
and supervision missions, negotiations, yellow-cover meetings, Loan Comitee
meetings, CPP meetings and discussions of the CAPP in the YEconcric Comittee,
Board Meetings and the like. This sort of investigation is Lmortant because
the Bank is different from most of the enterpriscs that IcKinsey analyze-; con-
sequently the study team cannot approach this study with the same fund of experi-
ence and background as it would other studios. Any such program of work should
be planned so that they can take part in typical but significant missions -ith
experienced nission leaders and in useful and informative meetings of other
types. This will take some effort.

h. In view of the fact that only two or three mebers of the study team have
had operational experience, this immersion in actual Bank work will take a
little time, probably more than the present schedule allows, Consideration
should be given, therefore, to revising this schedule.

cc: Messrs. Somers, Demuth, Twining, Christoffersen, Messenger

JAKing:lb



INTERNATIONAL DEVELOPMENT I INTERNATIONAL RANK FOR INTERNATIONAL FINANCE
ASSOCIATION | RECONSTRUCTION AND DEVELOPMENT CORPORATION

OFFICE MEMORANDUM
TO:Mr. Michael Graves DATE: March 23, 1972

FROM: John A. King

SUBJECT: The Problem IAiition Statements of February 25, 1972

1 *I have been over the Problem Definition Statements prepared in connection
with the review session of February 25. Though I recognize that these are pre-
liminary and tentative, I thought it might be useful if I set down my reactions
to some of them, which seemed to me mistaken or oversimplified. I shall identify
them by the name of the author and the principal issue. Let me add, however,
that I found a number of the PDS penetrating and very much worth pursuing.

a) Lynn - Supervision: I am not sure that supervision "is the first
activity to be sidetracked when target lending pressure is applied";
I suspect that sector economic work would be the first victim. Not
only does supervision enjoy a higher theoretical priority than
sector work, but supervision work can be more easily combined with
appraisal work than can sector work. At any rate, the ratio of
supervision missions to the number of projects under way has
steadily increased; at the end of 1967 -.70, 1968 -. 90, 1969 - '7,
1970 - 1.15, 1971 - 1.25. I also believe that there is now more
system in putting projects on the problem list and for taking
corrective action than the PDS indicates.

b) Lynn - Project Appraisal Renort Preparation, Review and Decision:
It is extremely rare for more than one version of the yellow
cover appraisal report to be made.

c) Iynn and Beuzelin - Inck of Ele]tation: Thile there appears to
be a lack of delegation, there is in fact very large delegation
of authority to preparation. apraisal and supervision missions
which deal directly at a high level with officials of the bor-
rower and its government and who have a great deal to say about
the technical characteristics of the project, its size, its
financial plan, the institutional changes associated with it
and the like. This delegated authority is, of course, subject
to review when the missions return to headquarters, but it is
very real and far-reaching.

d) Lvnn -Buching of Apraisals: The fact of bunching is real but
the two causes suggested (yearly lending targets and home leave
in the summer) are not the only ones. Climatic conditions make
appraisal difficult or impossible in many countries in July and
August and holiday habits of government officials may have the
same effect in others.

e) ynn - Physical Decentralization: Comparisons with other
organizations such as AID do not have much meaning, in my opinion,
unless the Bank's concept of project-lending is changed.
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f) I Adherence to lending targets tends to drive out other
development assistance: This may be true but needs qualifi-
cation. First, there is no point in making a loan for a comp-
licated" and hence more desirable project if it is not ready to
go. Actually, if concern with lending targets had the potency
the PDS suggest, slippage would not occur at all and projects
would be presented to the Board with a lot of post-approval
conditions. But disbursements for the project would not occur
any earlier in either case. Second, the postponed project is
not lost forever; it reappears in the lending program when it
is ready to go. Third, substitution of another project provides
a vehicle for the transfer of funds and early disbursements
which may be needed by the country. It is inaccurate, therefore,
to conclude that "rational country economic and social develop-
ment ... may be overlooked as hasty nonintegrated projects are
tacked on to meet Bank not country needs ".

g) Barry - Smaller countries do not get the attention afforded
larger countries: At best this statement is oversimplified, at
worst, it appears wrong. To say that Ivory Coast, Tunisia,
Senegal, or Bolivia, for example, (all countries with populations
under five million) have been neglected by the Bank seems mis-
taken. Furthermore, I believe that a comparison on a per capita
basis of loan/credits would also show in general that small
countries have done better than large. In addition, since pro-
jects require about the same amount of work by Bank staff what-
ever their size and since projects in small countries tend to
be smaller than those in large, the small countries are receiv-
ing a larger proportion of staff tine. My memorandum of March
3 has already discussed the tentative conclusion that small
countries have more problem projects than large countries and has
suggested that this conclusion is not supported by the facts.

h) Beuzelin - Excessive Paper Work: There is certainly a lot of
paper work and some of it is certainly frustrating, but how much
is excessive is not clear in my mind. As far as the appraisal
report is concerned, much of the rewriting is concerned with
getting all the elements precisely defined and the issues clearly
stated. This is necessary to achieve the basic understandings
on which management decisions are reached and on which successful
project execution and supervision depend and to realize the cata-
lytic and demonstration effects which are usually sought as part
of the project. Rewriting is also necessary because of the large
proportion of new staff and of staff whose professional back-
ground or native language means that first drafts need basic
improvement.

i) Barry - Area Departments do not control the resources necessary
to carry out the tasks for which they are accountable: "Tnis
places the Projects Departments in the position of selecting out
projects which the Area Department may consider important." This
concept requires several comments. First, even if the Area
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Departments had direct control over project staff, not all the
projects in the country programs could be processed because of
the manpower constraints. Second, "selection out" has two
aspects. One is the determination of priorities within the
country and between countries and regions; the Projects Depart-
ments have no role in this. The second is the determination on
project grounds, sector grounds or experience with the borrower
whether the project is justified and if the timetables proposed
in the country- program are realistic. The Projects staff must
have an important role in this determination under any organi-
zational arrangement.

j) Graves - Objectives should be exoressed in terms of development
goals rather than lendin, targets: I applaud the concept but
question one of your basic facts - "Most of the Bank's lending
is in the same areas that it was 5-6 years ago". Using the
"fever chart" to compare the number of projects under way (a
measure which tends to understate the amount of change) at the
end of 1966 with the end of 1971, we find that of 238 projects
in 1966, 43% were in transport, 35% in public utilities, 17%
in agriculture and 5% in education, while of the 155 projects
in 1971 (excluding industry which was in IFC in 1966), 31% were
in transport, 27% in public utilities, 27% in agriculture, 11%
in education, 2% special projects and 1% in population. If we
compare projects approved in 1965/66 with those approved in
1970/71 (excluding industry and development finance corpanies),
we find that of the 38 projects approved in 65/66 39% were in
transport, 26% in public utilities, 23% in agriculture and 11%
in education while of the 11 l pro jects approved in 70/71 32%
were in agriculture, 27> in public utilities, 26; in transport,
12% in education, 2% in population and 1% in tourism. It should
also be noted that there have been important changes in the
patterns of lending within the larger sectors. Considering the
amount of time recuired for preparation of the newer types of
projects this represents a very considerable shift. From the
point of view of organization and procedures, I believe that
numbers of projects are a more significant measure than amounts.

You also say that there are very few small projects. Of the 11
loans approved in the last fiscal year mentioned above, 31, or
27%, were for $5 million or less.

It is, I think, fair to say that it is difficult for the Bank
to expand its operations into areas where the principal costs
are current costs or, to a much lesser extent, local currency
costs.

cc: Messrs. Shoaib, Demuth, Twining, Christoffersen, Messenger

JAKing:lb
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OFFICE MEMORANDUM
TO: Files DATE: March 15, 1972

FROM: John A. in

SUBJECT: Study of CTranization and Procedures: &etin of Yarch 9, 1972

1. On March 9, 1972 the fifth regular meeting with McKinsey was held; present
were Messrs. Shoaib, Sorrers, Emuth, Twining, Messenger and King for the Bank
and Messrs. Garrity, Graves and Kavarana for McKinsey.

2. The meeting was devoted to the study team's "report to the comnittee"

dated Larch 6. It was made clear that this report was merely a tool in carry-

ing out the study and not in any way a part of the formal conclusions. Hr.
Graves pointed out also that the "eport" had been completed a week earlier

and some of its tentative conclusions had been overtaken by more information

leading to somewhat different views,

3. Mr. Sormers expressed his reservations about defining general objectives;
he believed they were meantigless or opnnended. Nevertheless, he and mmnbers

of the Steering Coaittee believed the satenent of the Bank's ultimate purpose

(page 1-1 and exhibit i) incorrsc sly rtesented the relationship between the

Bank and its members, particilarly with the developed countries. The funda-
mental basis for these reiaionshipc was that the Bank was an instrument of
the international counity troughwhich economic and social developont could
be advanced. A nuber of specific points were also made:

a) Social change was not universal-ly desired among the member

countries.

b) Improvement in the quality of life was an element, but was
hard to define.

c) The concept of 'informal partnership' betwzen the Bank and
the developing countries could be misunderstood.

d) There was suspicion of the Dank, in some LDCs, as an agent
of neo-colonialism.

h. With respect to the three objectives described on page 1-2, some questions
were raised as to the order of these objectives, to the apparent primacy given
to financial resources. It was also pointed out that while no objection could
be taken to the coordinating objective as stated, the main coordinating role

in the UN system had been placed elsewhere by the UN Charter.

5. With respect to the roles set forth on page 1-3 it was agreed that -

a) The term "investment banker" was not entirely appropriate;
"mobilizer of rescurmcs" was to be preferred.

b) Though the Bank was, in a number of respects, acting as a
"thought leader on development problems", it was not clear
that this role was generally accepted.
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6. ith respect to page 2-1, it was agreed that'though treasury functions

did pose problems, they were not of the sam significance and order of :anitude
as those connected with the londing and developont assistanc function>, The

questions concerning the Bank's role as a leading development institutin were

good.

7. With respect to page 2-3, there was considerable discussion about "the

perceived lowring of quality standards and neglect of non-lending objecives'.

The study team explained that the perception was not that of the study team
but that of thoce being interviewed, and that "non-lending objectives" reant

development activities not directly related to the transfer of funds, Concern

was expressed about this conclusion, particularly that part of it referring to

quality standards. Did Bank staff really believe that quality standards were

being lowered or was this feeling part of their frustration with lending
targets? The study team indicated that the real concern, in general, of those

interviewed was with lending targets and the impact of the targets on choice

of project and country (ice. in order to achieve targets conventional and easy

projects and countries with good absorbtive capacity were preferred).

8. With respect to page 2-h, Hr. Shoaib pointed out that the CPPs as a

planning device were relatively new and in the process of evolution. Neverthe-

less the study em believed that management planning at a high level was lack-

ing and there was no anchor for planning and management other than tne lending
targets.

9. With respect to page 2-5, there were questions about the meaning c: "pro-

ject cycle" as used in the text and exhibit IV and about the standards against
which it was being neasured, and Mr. Graves expressed some reservations cabut

the basic conclusion (concerning use of tine and nanpower) as stated. here
was some discussion of the time consumed in prepring ohe appraisal repert
and other documents associated with Board approval, and a nuaber of puroses

in preparing and revising such raports were sugested - internal trainin: for
Bank staff, establishment of policies and attitudes foir the Bank, and ng
the appraisal report a cohezent, self-eufficient document suitable for ctn-
sideration by the Board and for use as a guide in project inplementation and
supervision. The format of exhibit IV was questioned.

10. With respect to supervision, it was noted that exhibit V did not reflect
all the supervision activities of the Bank (e.g. 'loan administration' by the
Area Departments). It was pointed out that the quistion of supervision had

important organizational implications, and it appeared that the study team was
only just beginning to examine this subject. A number of suggestions were made
as to leads for them to follow.

11. With respect to page 2-6, the study team indicated that though they had
identified a number of weaknesses in the areas of planning, control and evalu-
ation, it was too early to say whether any wholesale organizational chaZe
was called for.

12. During the discussion of item 3 - major issues and next steps - the follow-
ing points were made:

a) The tasks identified on pages 3-1 and 3-2 were sound and
replaced the earlier "issues papers".
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b) The study team was- still completely open -as to organizational

solutions,

c) The role of IFC and its relation to other departments dealing
with industry (Lndutrial Projects, DFC, Economic and Agro-

Industry) would be examined.

d) The present institutional character of IDA was accepted and

a new organizational structure would not be studied.

13. The next meeting was set for March 29 at 3.00 pn.

cc: Messrs. Shoaib, Somners, Demuth, Twining, Messenger

JAKing :lb

'Ub
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OFFICE MEMORANDUM
TO: Files DATE: March 1, 1972

FROM: John A. King

SUBJECT: Study of Orginization and Procedures: Meeting of Februjry 2, 1972

1 On February 2L, 1972 the fourth regular meeting with Malcinsey was held;

present were Messrs. Shoaib, Sonners, Demuth, Twining, Messenger and King for
the Bank and Messrs. Garrity, Rohrbacher, Graves and Lynn of McKinsey.

2. The meeting was primarily a review of the progress of the study and
McKinsey's summary of this is attached.

3. Field Visits: There was some discussion of the proposed field visits.

McKinsey reportect that Sour were planned - two irmediately to Africa and Asia

primarily for fact-finding and two later to Latin America and Asia for testing

analyses and alternative conclusions. In addition, there would be a visit to

Mexico in connection with a McKinsey partners' meeting there. If it was

necessary to conduct interviews in Europe, that could be done through the

McKinsey offices there.

b. Mr. Shoaib urged the consultants to allow enough lead-tine for these field

visits, noting that, for the most part, they were dealing with busy governzmnt

officials. It was sugested that the stud team, in preparing for these visits,

take advantage of Bank staff in ;i shingqton i intixiate knowledge of field

operations (e.g. MYssrs. Gordon or Litgow) d, in carrying then out, talk to

borrowers as well as hiuh officials in the kc iistries. It was also suggested

that, to get a better understarding of the m 1
is field operations, the study

team take part in a few typical itirEsions (eccoinc, sector, appraisal or suCer-
vision) in addition to seeing resident missions.

5. Costs of Doing tness: r. Scorers urged the study tean to examine .ays

by which the a'cnerctiecosts of the Bank could be measured and coneared

with the volume of loans and other activities. It would also be important to

be able to compare the costs of alternative organizationa:L solutions.

6. Work Prograns: The study team would expect to have a clear statement of

the issues derived from the data collected in the fact-finding phase by mid-
March and a comlete analysis of the Bank's problems by the end of March. As
far as the Bank's objectives were concerned, the study team had had difficulties

in penetrating below the generalities.

7. Mr. Shoaib reported that Mr. Knapp had invited the Area Department Directors
to submit their views on organization, comparable to the Chadenet 1980 exercise.

He believed it would be desirable to get the views of other departments - parti-

cularly the central economic complex and the Development Finance Company
Department.

8. In this connection the stuiy team was asked to look at the central economic

complex closely and especially at its woridng relationships with the Area and

Projects Departments.
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9. As a result of concerns expressed by some staff, it was agreed that in
future interviews the Eank member of the interview -team would invariably leave
the interview before the end in order to give the person interviewed an oppor-
tunity to present his view to the McKinsey man alone. The next meeting was set
for Thursday, March 9 at 3.00 pm.

Attachment

cc: Miessrs. Shoaib, Sommers, Demuth, Twining, Messenger

JAKing:lb



SUMMA RY OF PR OGREFSS AND IMMEDIATE PT S

WORLD BANK STUDY

February 21, 1972

1. Proglress to Date

1. Initial fact-finding interviews completed in most areas

a. Department Directors

b. Some Division'Directors

c. Selected Professional Staff

2. Review of key Bank documents underway

a. Sector Program Papers -

b. Country Program Papers

c. Appraisal Reports

3. Initial analysis of Bank operating data completed.

4. Initial analysis of project cycle prepared.

5. Summary of the evolution of the Bank's organization prepared.

II. Immediate Plans - Rest of February

1. Conduct team meeting to review initial understanding of how the Bank

operates and discuss preliminary definition of major issues (Friday,

February 25).

2. Complete fact-finding interviews in the major departments of the Bank.
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III. Major Tasks for First Half of March

1. Carry out first two field trips:

a. Japan and Indonesia

b. Ivory Coast, Kenya, Ethiopia, and Nigeria

2. Carry out initial diagnostic survey of IFC

3. Begin work on detailed analysis of major issues identified at end of

February.
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OFFICE MEMORANDUM
TO: Mr. 1ohaned Shoaib QATE: February 29, 1972

FROM: John A. King

SUBJECT: The Jackson Report (Volume I)

1. In the foreword to the Capacity Study, Sir Robert Jackson says, after not-
ing that the UN system as a whole has become urnanageable, that the Bank and
Fund are "largely untouched" by this conclusion because they are "independent
and well-managed"0 (page iii)

2. He then goes on to comment (page vii):

"The second connent is prompted by the question that many thought-
ful people have asked me: 'Is it worthwhile going to all this fuss
and bother to try and reform the machine? IBRD is efficient; why
not let U.11DP go on as it is, even if its capacity diminishes as the
machine grows more unwieldy, and let .the Bank do the rest?' There
are at least three reasons for rejecting this approach. The first
is that it is in the interests of al-l Mmber States for the United
Nations to carry on the technical co-operation work which it has
pioneered and has shown can ba hndled successfully as an inter-
national operation. ence, UP should be strengthened so that it
can effectively acomlish its role and, sil ultaneously, help to
bring the nachine under reasonable control., HL x-, evidence pre-
sented to the Study indicates that the Third World would prefer to
remain in effective partnership ith UNDP as far as development co-
operation is concerned for, much as 7t respects the World Lank
Group (and rightly so), there are misgivings about its weighted
voting and limited mombership4 Finally, aithough I obviously can-
not speak for the PrAsidont of tne Bank, I have the tmpression that
the Bank would pre for to see UJD? and the U1 development system as
a whole oprating with efficiency and interloking their operations
in the field of preinvestment with the Bank Group."

3. It is clear that Sir Robert regarded the Bank and Fund as members of the
UN development system only in a special sense (footnote 2, page 3 and footnote
2, page 36):

"In the terminology used by the Capacity Study, the UN development
system covers the organs of the United Niations (including UNJICEF
and WFP) and the professional and technical secretariats which serve
them and the Specialized Agencies concerned in the promotion of
economic and social development. Where the IBRD and PMF are in-
cluded, this is specifically indicated. Because the inherent in-
divisibility of capacity has been accentuated in the case of UNDP
by the practice of operating indirectly through other arms of the
UN development system, it would have been impossible to carry out
the Study by examining UNDP only. For this reason, all the various
components and inter-relationships of the UN development system had
to be considered as a whole."
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"There are relatively few references to the IMF in the Study, but

its operations, of course, exercise a profound 'Influence on develop-
ment in the widest sense. I hope that UIDP-IMF relations become
much stronger: the more closely the IM?, thn Vorld Bank Group, and
UNDP (as the co-ordinating body for the UN development system)
could work together at the country level, the more effective would be
the contribution of the United Nations to the developing Member
States.

All references to the Bank, however, have a favorable tone.

4. But his view of the Bank formed the basis for his proposal for reorganizing
UNOP. He pointed to four themes in the Bank's program to carry out its responsi-
bilities in the field of development, which were of particular relevance to
UNDP -

a) Rapid expansion
b) Growing links with the specialized agencies
c) Country programming
d) Possible changes in the role of IDA (as recozmended

by the Pearson Comnission) '"

He then continues:

S4i. "Taken together, these developments all point in one direction.
Thus, if the supply of preinvestment studies is inadequate in re-
lation to the Bank's rate of expansion, it will have no alternative
but to prepare them itself. Again, EDi's arraunermnts with FAQ
and U¶ESCO constitute a new preir-vestment axis, even though much of
their work may be based on UUDP-fianced projects. So, too, with
programing. If CBDP does not take the lead in integrated program-
ming at the country level of proinvestment needs to be met from the
concerted resources of the UN develoarent system, then the Bank will
once again have no option but to do so, in support of its own invez't-
ment programming.

55. "The relationship between UNDP and the World Lank Groun in the
fields of preinvestment and investment must therefore be of crucial
importance. It must be understood - and clearly understood - by all
concerned. In my judgenent, there is a proper role for each of
these organizations. The World Bank Group should be the chief arm
of the UNI system in the field of capital investment, while UNDP
should perform the same function for basic technical co-operation
and preinvestment. However, as I have indicated, a number of forces,
now converging on both organizations - not all of which are under
their control - could produce a very different balance between them.
There is, therefore, a very real danger that the centre of gravity for
preinvestment work could be pulled away from UNDP to IBRD. If this
happened, the result would be a negation of one of the basic functions
for which UNDP was specifically created: to fill the 'preinvestment
gap'. If governments do not give UNIDP all the resources it needs to
play its full role then, in'plain language, it must become, by sheer
force of circumstances, a junior partner of the World Bank in that
field. Is this the wish of governments?
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56. "For myself, I believe categorically that UNDP could be trans-
formned by governrments into an efficient mediin for providing both
technical co-operation on a substantial scale and preinvestment pro-
jects in numbers and of a standard suitable for the Bank's require-
ments. Of course, neither UNIDP nor UN developm'ent system is exclusive:
the latter cannot provide all the preinvestent studies needed by
the developing countries, and the Bank cannot provide all the capital
they need. It is self-evident, however, that UNDP"s operations must
expand at about the same rate as those of the Bank.

57. "The relationship between UNDP and the World Bank Group is not
the whole of the problem, however. "

5. In the Plan of Action, he urged that the Bank be closely associated with
the UNDP country programming exercise. The Study also rejected a number of
alternative organizational' proposals, including one that would transfer UIJDP's
preinvestment function (but not its technical assistance function) toIDA.

cc: 1bssrs. Denuth, Twining, Mlessenger

JAKing:lb
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OF FICE MEMORANDUM
TO: y-. Mohamed Shoaib DATE: February 28, 172

FROM: John A, King _f{

SUBJECT: o f Org ization and Procedures: Staffing Patterns

1. Daring the initial fact-finding, which was virtually completed by February
25, the study team headed by Mr. Graves (cKinsey) was organized into three
groups:

11assrs. Ignn (MicKinsey), Beucelin and Lethem (Bank) on analysis
of the Projects. Departments.

Messrs. Kubes (McKinsey), Barry and Dosik (Bank) on analysis of
the Area and Economics soartments.

Messrs. Kavarana (McKinsey) and Richardson (Bank) on analysis of
the support departments.

Messrs. Bower, Garrity and Rohrbacher (EcKinsey) also took part in some of this
work.

20 For the period February 23-March 10, the following assignments have been
made :

All teams in the first phase to conpete any outstanding work
from that phase, includinj completing and recording interviews
and basic fact sheets.

Messrs. Rohrbacher and Tynn (McKinscy) to visit Japan, Indonesia
and the Philippines.

Yessrs. Kuhes (YKinsey) and Barry (Bank) to visit Ivory Coast,
Kenya, Ethiopia and Nigeria. (The puruose of these two trips is
to gain an initial understanding of the Bank's overseas operations.)

Messrs. van Lede (McKinsey) and Winterton (Bank) to make an initial
study of IF.

3. For the same period the following tasks have been identified:

Construct a hierarchy of issues derived from the data already col-
lected and prepare work programs to study them in detail0

Carry out a detailed analysis of the central economics complex.

Identify the priorities and objectives of the Bank reflected in
the Sector Program Papers.

Carry out a critical analysis of selected CPP papers, project
appraisal reports and economic survey reports.
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Define the role of the President's Council and- its consequence
for management,

cc: Messrs. Damuth, T'ining, essenger

JAKing:lb



McKINSEY CONSULTANTS ASSIGNED TO WORLD BANK ORGANIZATnON STUDY

SNM CIrENSIlp MoKINSEY OFTICES COUNTRIES WORKED IN DECREES LANGUAGES FIELD OF SPECIAUZATION 0THER

Graves, MGchal. Great Britain London, Chicago U.S. A., Great Britain, MSA, Economics, Univesity EnglsN French Orgnlration; rystems; Aniptot to Conmnn AMactr

Tarronia, Sierra Leone of Chicagoj BA, Economics, developing coauies Adynr and EPort Sles

Cambridge UniveinTY Dircto - Tc-no r Flalid"nt

Ltd.

Xavanara, Farrekh K. India London U.S.A-, England, Northern MBA, Economics, Wharton English, French, indi, Gujerat Financet bankidg; strategc Dnenrtatoot impact of De-

Ireland School of Finance; B. Comw. plannng; developing countores nermeut on Indas Balance

tconomics, Univernity of of PayeTna
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Woolrow Wilson School of lanning

Pubtc and International
Affamrs

Lynn, Richard a. U.S. A. WahMigton, Pads U.S.A., France, Morocco MA, Unverslty of Chicago English, French Planning and control; geoer- Managed stwly for French
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Van Ledn, Keen Holand Amsterdam The Nethedland, Belgium, Math and Physics, Law - Dutch, Fronc, German, Orgnhation; met-ers and Shell Oil Co., The H-ague

Germany, France Leden Univernity, Barnen English acqaizi rion: m aleting strategy Asnaant to Vredtog Manager

AdministratIon INSEAD

C'dl!, ean-o ct Prance Pars France, Algeria INSEAD- wih distinction French, English, Geman Ogajnralon; sategic planning SONATRACH - Algeria
Bnk Crnup - France

BeMl, P. Jnckson U.S.A. Washington U, SA., lPra
1
il, Switzerland IA, International Affairt, Eglish Portuguese Orgolailton; planning and Cm-netly managing Wodd

University of South Carol na control; developing countries Ban1 com.peadon stay



KEES VAN LEDE

Mr. van Lede has participated in several important organization and

strategic planning engagements since joining the Firm's Amsterdam Office.

He has been involved in our work for the following companies with world-wide

operations: Compagnie Lambert pour l'Industrie et la Finance, S.A. , a holding

and investment company in Brussels; Steenkolen-Handelsvereeniging N.V.

(SHV), a shipping firm in The Netherlands; and Akzo, N. V., a paint and indus-

trial chemicals company, also in The Netherlands.

The study for Companie Lambert was directed at developing a long-term

organization structure and identifying opportunities for strengthening relation-

ships between the parent company and its subsidiaries. At Steenkolen-

Handelsvereeniging Mr. van Lede participated in a top management study

which involved an analysis of the advantages of product diversification and the

development of a long-range strategy and organization for effectively managing

the company's diverse activities. In another effort for SHV he helped design

an organization structure for integrating two newly acquired companies.

In a series of studies for Akzo, Mr. van Lede was involved in assessing

potential benefits from the acquisition of German and French subsidiaries and

designing the organization for a multi-national division of the company; con-

ducting a product/market analysis; and implementing the market strategy and

organization recommendations that resulted from the studies.

Mr. van Lede participated in the pilot test of our comprehensive planning

recommendations to the Dutch Ministry of Education and Science; in that pilot

test, the study team worked at three universities to develop short- and long-

term plans that were submitted to the Ministry for testing the centralized

review and consolidation procedures.

Prior to joining McKinsey, Mr. van Lede was assistant to the marketing

manager of the Shell Oil Company in The Hague.

Mr. van Lede, who is Dutch, also speaks French, German, and English

fluently. He holds degrees in mathematics and physics and in law from

Leiden University, and a degree in business administration from INSEAD.



JEAN-MICHEL COR NUDET

Mr. Cornudet has been on the staff of the Firm's Paris Office for over
3 years and in that time has made major contributions to organization and
strategic planning studies in the banking field.

For Compagnie Bancaire, a rapidly expanding bank holding company, he
participated in a top management organization study which focused on markets
served, products offered, financing techniques used, management procedures,
and organization. In subsequent studies he helped develop a growth strategy
for the bank group and participated in a study to determine the capitalizing
needs of a subsidiary. Mr. Cornudet was also a member of the McKinsey
team that developed the strategy, organization, and management processes
for Groupe PARIBAS to ensure the most effective long-term utilization of the
resources of this unique investment banking group.

In a study for Source Perrier, he assisted in the development of a manage-
ment structure and processes to enable the individual operating units of this
diversified food company to work together as a group. More recently,
Mr. Cornudet has managed a major organization study in Algiers for Societe
Nationale de Transport et de Commercialisation des Hydrocarbures
(SONATRACH). This effort was the outgrowth of an earlier strategic planning
study to help Algeria develop its infant plastics industry.

Mr. Cornudet also participated in a general examination of the basic
chemical operations of Progil, S.A. , in France. This study was focused on
the organization and management methods needed to cope profitably with the
increasingly complex character of this segment of the company's business and
the problem of multiple participations with other chemical companies.

Prior to joining McKinsey, Mr. Cornudet was associated with Generale
Alimentaire in Dijon, France, where he was responsible for economic and
commercial studies.

A French national born in Algeria, Mr. Cornudet is also fluent in English
and has a working knowledge of German. He holds a degree from Hautes
Etudes Commerciales and was graduated with distinction from INSEAD.



P. JACKSON BELL

Mr. Bell is currently managing the comprehensive compensation review
study for the World Bank Group. A senior associate in the Firm's Washington
Office, he is a specialist in organization and budget planning and control and is
experienced in the problems of management organizations involved in develop-
ment-related activities.

In the organization area, Mr. Bell has managed major reorganization studies
for: (a) Peace Corps headquarters; (b) headquarters and subsidiaries of
Construcoes e Comercio Camargo Correa, a Brazilian holding company; and
(c) corporate headquarters of Equitable Life Insurance Company (EQUILIFE).
More precisely, for the Peace Corps, he managed a series of efforts to evaluate
and restructure the headquarters organization and management processes sup-
porting both headquarters and field operations. With Camargo Correa, he

managed the restructuring of the company in light of its goals and strategy to
base its operations in the economic growth sectors of the Brazilian economy.
In the organization effort with EQUILIFE, he helped develop an improved
management structure to strengthen functional operations at the corporate level.

He has also worked extensively in the area of planning and budgeting process
development. For example, in the Office of Management and Budget (OMB), two
major studies were conducted - (1) to design and (2) to pilot test improvements in
the federal government-wide processes for planning, budgeting, and program
management. In the first study, Mr. Bell worked on the design of improvements
in these processes and had special responsibilities for developing approaches to
integrating appropriations, PPBS, and program management systems. In the
second study, he managed the joint McKinsey/OMB team that pilot tested
recommended improvements in the Departments of Agriculture, Commerce,
and Labor.

In the economic development area, Mr. Bell has had experience with the
management problems of economic development and of operating under develop-
ment assistance programs. In the Peace Corps, for example, he managed our
efforts to strengthen program development, resource allocation among com-
peting priorities, and volunteer training. With Camargo Correa, the largest
civil construction company in South America, he assisted the client in develop-
ing a long-term strategy for operating in Brazil's economic growth sectors,
including construction, building materials, petrochemicals, agribusiness, and
reforestation, most of which involved the use of development assistance financial
or fiscal incentive arrangements.
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Mr. Bell is an American citizen and has a working knowledge of Portuguese.
He holds a B. S. degree in business administration from Northwestern University
and an M.A. in international relations from the University of South Carolina.



MICHAEL J. GRAVES

Mr. Graves, a senior associate in our London Office, has had extensive

international experience, particularly in working with developing economies.

During 1970 and 1971 he managed a major study for the Government of the

United Republic of Tanzania. The objective of the study was to help establish

the government machinery needed to manage development, and the work con-

centrated on the organization and procedures needed to manage rural develop-

ment.

More recently, Mr. Graves completed a diagnostic survey of the manage-

ment problems at the National Diamond Mining Company of Sierra Leone, Ltd.,

an organization that is controlled jointly by the Sierra Leone Government and

private interests.

In the British private sector, Mr. Graves has served Sun Alliance &

London Insurance Limited in studies of overall organization structure and

management information systems; Barber-Green England Limited, in adapting

to the executive compensation system developed by McKinsey for the parent

company in the United States. Prior to these studies, he worked for several

U.S. clients and was based in the Firm's Chicago Office for over 2 years.

Prior to joining McKinsey, Mr. Graves was associated with Richard

Thomas & Baldwin Ltd. in London. As Assistant to the Common Market

Advisor and Assistant to the Export Sales Director, he was largely concerned

with export sales to Western European countries. He was also employed as a

financial analyst with the Harris Trust & Savings Bank in Chicago.

Mr. Graves has been a guest speaker at business seminars of the

Cambridge University Management Group and Imperial College of London

University. lie has also addressed the Overseas Development Institute on the

need for institutional change in developing countries. He received a B.A. in

economics from Cambridge University and an M.B.A. from the University of

Chicago Graduate School of Business. Mr. Graves is British and until com-

mencing the present assignment lived in London. He speaks German and has

a working knowledge of French.



RICHARD B. LYNN

Recently returned to Washington from a 2-year assignment in our Paris

Office, Mr. Lynn has in-depth experience with the management of public

enterprise organizations in the United States and France, specializes in

planning and control and government organization studies.

While in France, he capitalized on the public-enterprise management

expertise gained in the previous 5 years in Washington by participating in a

number of studies for units of the French national government. He managed

the initial stages of our study for the Ministere de l'Economie et des Finances

to determine the major changes needed to improve collection, dissemination,

and analysis of economic and social information. He participated heavily in

our assignment for the Ministere de l'Equipement et du Logement; that effort

was aimed at analyzing the objectives and options of the organization and at

introducing program-budgeting, first within the Highway Department and later

at the Ministry level. He aided the Aeroport de Paris in installing top-

management controls over airport operations. Mr. Lynn also participated in

major investment planning and control and strategic planning studies respec-

tively for the Chemical and Textile Divisions of Rhone-Poulenc, S.A.

In Washington, Mr. Lynn managed our study for the Department of

Housing and Urban Development to implement throughout its regional offices

a system of control of urban improvement program grants and loans. More

specifically, he worked with HUD regional office personnel to put into operation

the EDP-based management information system that enabled managers at the

regional level to monitor and evaluate contractor and area office compliance

and progress according to program guidelines and objectives.

In addition, he held major responsibility in our Office of Economic

Opportunity study to develop organization plans for the Community Action

Program regional structure; and he helped develop a comprehensive manage-

ment information system for that program. Mr. Lynn managed our study to

assist the Department of Labor in realigning the organization structure of the

Manpower Administration, as well as our study for the Federal National

Mortgage Association to assist that agency in shifting from HUD to a government-

sponsored private corporation.

Mr. Lynn also served the Office of Management and Budget (then the

Bureau of the Budget) on a study to design and develop an information system

to support and to help integrate the planning-programming-budgeting processes

of the Office. For this effort, Mr. Lynn was a member of the McKinsey/BoB
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systems -requirements team responsible for developing a total program
evaluation concept.

Mr. Lynn has a working knowledge of French. He has a B.A. from
Hanover College and an M.A. from the University of Chicago.



FARROKH KAIKHUSHRU KAVARANA

Since joining the Firm's London office, Mr. Kavarana has participated in
studies for two large banks in England and on an assignment with a government
holding company in Northern Ireland.

His work with the National & Grindlays Bank Limited was part of a strategic

planning and profit improvement study to identify and quantify opportunities for

the Bank in non-traditional commercial banking activities in India. For the

Midland Bank Limited he helped develop an organization structure that would
strengthen Midland's ability to grow while continuing to improve its profit

and its competitive position.

Mr. Kavarana also assisted the Northern Ireland Transport Holding

Company in a study aimed at weighing the economic and social considerations

of implementing several major railway developments; this involved assessing

the interactions between private and competing forms of public transport in

order to determine the desirability of moving ahead with planned programs.

Before joining McKinsey, Mr. Kavarana conducted statutory and operational

audits of large international corporations for Whinney Murray & Co. in London

and Ernst & Ernst in Philadelphia.

A member of the Institute of Chartered Accountants in England and Wales,
Mr. Kavarana holds a degree in economics and accounting from the University
of Bombay and an M. B.A. in finance from the Wharton School of Finance. His
dissertation at Wharton was entitled TThe Impact of Development on India's
Balance of Payments, 1948-68"; and he also authored a paper on "Special
Drawing Rights. " He is an Indian citizen and is familiar with Hindi, Gujerati
and French.



Z. JAN KUBES

Mr. Kubes, a senior associate in our Dusseldorf Office, has broad
experience in political affairs and international business and has served a
variety of international clients on organization, planning and control, budgeting,
and management information studies.

Since joining McKinsey he has participated in a major organization study
for DEGUSSA, an international chemical and precious metals company located
in Frankfurt, Germany; his participation was chiefly in developing an organiza-
tion structure for the Finance Department; introducing the concept of project
management; developing planning, budgeting, and control systems; and
introducing an investment-planning system. He also worked with Dynamit
Nobel, the West German chemical company, to help develop and install control-
lership principles and techniques in its finance department.

For Volkswagenwerk A.G., Mr. Kies helped to develop planning and
control and financial management systems that would support top management
in implementing the world-wide organizition structure we had recommended
in a prior study. He served one of the largest coffee and tea companies in
Germany, on a series of feasibility and organization studies relating to its
merger with one of the largest coffee and tea companies in The Netherlands.

Immediately prior to his association with McKinsey & Company, Mr. Kubes
was a staff member of IMEDE (Institute pour les Etudes des Methodes de
Direction de l'Enterprise) in Lausanne, Switzerland. While at IMEDE, his
consulting experience included participation in the merger of three Swiss
watch companies; development of a sales organization for an electrical and
communications equipment manufacturer in Yugoslavia; and determination
of a financial policy for a London-based subsidiary of a large Swiss consumer
products company. During a brief association with the First National Bank of
Boston, he participated on policy and loan review meetings of the Bank's
European Division, and carried out an independent project concerning the
Bank's strategy vis-a-vis Eastern Europe.

Mr. Kubes holds a B.A. degree from Princeton University's Woodrow
Wilson School of Public and International Affair s and an M.B.A. in interna-
tional business from the Harvard Business School.

Among his published articles while at IMEDE is one dealing with the inter-
national monetary system. Mr. Kubes' thesis at Princeton dealt with economic
and political relations between West Germany and the Arab East and involved
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field research in West Germany. Lebanon, Syria. His research report at
the Harvard Business School dealt with a commercial bank's strategy toward
East-West trade. He is currently preparing an article on "Understanding
Profit Dynamics of Marketing Decisions. "

An American citizen, Mr. Kubes was born in Austria of Czech parents. In
addition to English, he is fluent in Czech, Russian, and German, has a working
knowledge of French and studied Arabic for 3 years while at Princeton.
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OFFICE MEMORANDUM
TO: Files DATE: February 1h, 1972

FROM: John A. iing>

SUBJECT: Study of Orb niation and Procedures: pInr of Februar 9, 972

1. On Fehruary 9, 1972 tie third reguer meeting with McKinsey was held;

present were essrs. Shoaib, toannrs, ining, lftsen ger ard King for the
Bank and Mescrs. Garrity, Rorbacher, Grrves and Lyn of McKinsey.

2. Mr. Shoaib orened the reeting by sbutesting to Mc 1insey that it take
more time to prepare "tle lint of Issucs" for the study. Echinsey agreed
noting that tL e draqft of Fetncry 1 wa a prelrn ry att pt to organize
the issues raised in the staff nieoranda (see mnutes of the January 2i
meetin) into the matrix of tne work pla. Bank staff gave IcKinsey a few
prelirinary cor:ents on the iebruary l draft.

3. Mr Somers noted that management suvcssion was not included among the
topics and asked whther or no it nso inned to be covered in the stud,
Noting that soe top manageent was nara retirement and that the existing

Bank structure was not conducie to the Eveloent of replaccr nts, he su-

gested management succession could have important implications for the study
in two ways - (a) the presence or absenco of talent could affect the organi-

zational solutions selected and (b) re aiment could afoct tIe tmplemen-
tation of organizational changes dacided upon. It was agreed that this was
an inportant topic which was included in the study.

h. Mr. Sommaers also noted that there wore certain groups of decisions which,
if made at an early stage, could greatly si,mplify the work required for the
study.

ject should fail and procedurs were established providing
for an extremely careful review of projects. Did the soae
considerations a-ply today, or could the Bank take more
risks and streamline these proc:ares, or was the sane care
required today for other reasons?

b) Should the Bank really be run from Washington, or should it
be on a regior.al bas;3? iight it be run, as an exero:.nt
porhaps, on a ral'onal basis for part of the world, say
Ilatin klerica, and on a centralized basis for the rest?

c) Ser.c of the nor,n values associated with the operation of
enterpr.i'cs, such cs speed and,fficiency, hid boon delibe-
rately dcrraded, for valid reason:, in the early days of
the Bank. Did these reasons still apply?

5. McKinsey noted that ten .:-:r ttying to develop a hierarchy of issues,
but because tie ; was large, co nd uniqus, they had to nroceed Klowly,
assuming: nothn and finding the facts. lhe tank should not exrect tuck for
about a rmonth~.



2.

6. In this connection, it was noted that nary of tie iscues had a long
history in the ank nd that a variety of 3olutions to them had been tried.
As a result, a numbrr of Bank staff had taken fin positions on these issues,
positions which midht coi plicate inlementation of the sivdy. 1-plem-.ntation
might have to be carried out step-by-step; this was peraps the best way of
proceeding because there was no ulti-.te oranizational soition

7. Mr. Trining noted that a r'etinr with the chief econerists in the area
departn nts had revaled a genr:. djgiaWiC. on ::j area econofsts
with opportunities for proratien Lid crer io -t. Th:se discostis-
factions were also related to fhe rof :.ir wrk to that of
central ecocric staff End o .t s 'je e:a rikts ( eoxor work). This
raised the i yortant qistionc of :mtia tion a w r or' saaiona]. change
could contribute to tnat. r. lv xnin su"estfd that tmre were 11:it. to
what organi'ational change could acUiee; philoscphical or policy changes
migh, be needed as well.

B. On the nore :undane side, Mc7inscy rcoie that the study team was be-
coming organised and ottir dewn -in work, o Y- Ud his rquest
for bidta on the 21O ay ic;. i sno; the Kin::via;s. a nrext
regular meeting was se t or Februri L at ,YW ! A. e will be a lunch
for those associated with the s t udy in Februrxy 28.

cc: Messrs. Shoaib, Soners, Demuth, Twining, Yessenger

JAKing:lb



Hr. Robort S. Mel~aara February 8, 1972

Shoaib

Craniz7ation Stldw ?Ta

1. Tast ?nak I pronisad to sand you scta information about tl
six I3nk staff rzbers saond3d to rran1sation Study Team. Attachcd

are brief biographiaal da.a on ea3h of the iniriduais.

2. ?or thr-ree of the T'a mmr sa"e looking 2or :ank staff

with knoflhd'a of and axprin3 in diLfrnt substantive lank oparations.
Sconsidprd "ai years or mvor ex rn e with the aank ;as necesar

to proviz>7' ol' > f axpnarines that rould )a nrszded to h .l aida h1

Tea in its d li-rations, L wer ble ta to obtain: s. Doei: of the

~outhi Amria :a 3rprarLtmnt; :r. :tWam of The Ddration Proje-:s tiart-
.nont; and 'r. in:arton of -t La&ai D?partnent.

3. T7 y antad co of the Tean menbrs to be :-ailiar :ith the 3ak's
in:ormtion r7auir:ants and nroaures to be able to work on th3 support

danartr.^.u :nd 3 s:n . a 'e re able to ojain a r. -arry from ma

Progrartnin and udeting Department.

3.Tslantd two of the Team to be staff members who uld b3
available to work on the iaia'ntation of the ot4ud: reecrnna ns that
are ajreed upon, a;tar the 2mm disbands. - assined Zr. :-ic'rCrn
and :fr. 3euzalin _ro-= te Or-ization :rd Procaduras Division, Ad1:mis-
trative Servrizes Departrnnt.

Attah-en t
HUMW :JET:bl -



MIc<Jisy .S ( ompa
NJ (B is

Meneger somesTwining

orm: Mr wMhrbacher

SqbjOcH: Wr;Jt Wna LUK for the Org e ation A"dy

caiia drafi inverdory osues for the organization sAy.

' s ign o h t t () - study O's work planning by rnajcr

projcn ad rubpr)joj , a, g. , by suggestin t analises to he performed and

daa Uo o lleChcd.

Of come, not all tihe is-sues listed wil bc examind i-, cepth in the
-7 l O potant asimpH

of this type rifCer suggests te close interdpenderry arown the issues nor

tl1 -7 'l¼IS '4 )' In vI". hey :bu0l.t ho 0riesedr I ce study.

Our Qb :li'r in sending Kis Un to y-ou at fvhc- trime i to ensure Omi te
Sr'ovrlo ~n ignicant ci'ssues ni '(we undertake our analyses Ac-ord n

youj r iommn is on, or Adiions to, this list will be moosr ap:rited

-I;



February 4, 1 7i.

wow{j ) uw% -2 JRSU 0 A[!ZT0ST[iy <

INITE AL 1 1," L1 lIST :

1 . Ak hat is an a ppropri at leve] of deci;ion autharity delegann within iTr

jl W (amng, t o he President, his Co V ucil, and the p rincipcal oerain

Units

2, Vbtw - jwp-ac J2' of effort he'tce: 1;1 r-}'4

11-

11<5 <: a-it P > t;;t. o '< iio B.Q'~ ill a)YOlii c -Klt)0. !YC KirYoro $'

I a 0T ni i ptr I I C O(' 5
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I I Ov ka 1A r.

ci"I`.r CT) ,at .7 S: i%;~ lli.cSc u 'c ,~4 NCI 50 y i n A 1 per n thse f ()I'

T - c urrrnt.5-

CC 1 r. 1 C) C 12 n Ci I - Ct R lS r t CI c s i 01.V0.e

'vir Ilit I t r' . .1<2c i' . I ';2122 4.4' t . D'C.'''

• I I • V 11

4 - -- ic 1 '-' 1V ' 02

'I(,grt~~r to e4>r a ' c-tehe4 ve eigt eit er



B7 A, N<- U'' B F'j,
BAN OBJ0E.E AND

L, Vt¾ re 47 e rrent objectives of thb.

a. WYhar re thte d18iffeteCe C' Ctt2l( s f A;a:

current obiciv A amcm J i

Direcaors, 0(nd s t bor ' "n 1d ; o

ties g,, i rn viewing tlt Bc' as pr' a

ci~al, or developmnt ito

. Whbat r'cet C: 4 A':its a occurred whic ma

have modicified thece obecives (e.g. , in+reased m

phasis on institutini iuildlir4, applied researe', aiL

to lea-stvelopCd c ties, broader BnIK patic-

pa tion Ji a Riven c n iv s ov ral e I velop o' )D

planning)?

8. Arc Fme) near - terrn (1972-74) cha ng ps in obj'% c s- ma

Jt emchas fre and what are they (e rc

A 13uc A ,

I0, To 'what exte D can the tm o tabi ob ediv n t atr inc3 E,

of those of it key couterprts ( he UN a i-s apecaled a).

rncionaicl b1 ke "1' , "j 'ow' c e "C <en mnta '-y or at 1 a tn;'

S-This: quo iran v, 1) 1 1 A VS

B. o c % '-n'

t of is SI d4/



%!. What vI b the impications or Bank Group objectives (or changes in

thixem) on its organization structure, On the activities it perfor ris to

achieve these objectives, and on its processes?

Top- i nagem ent

_O7gangation__

1., Vhat should be the role, and ma j or activities of the

iost senlior executives (, g., tose reporting directly to the ProsideCnt)?

1 3. Should the I res ide n t ha vc a Deputy or Executive Vi C Preside n t, and

if so, what should be his primary uaties (c. g. , overseeing area/project

operations)'?

14. Arc senior co.mmittees nceded in imaking decisions and, if so, what

should be their duties and responsibilities?

a. Would the current economic and loan committees be needed

under various organizational altornatives?7

b. Would new cornmi itees o needed (e. g. , for planning or

finance)?

15. How can tre secretariat and otToer srvices for top manemen10t ho

structurod to best serve the nced(s of the Presidert, the Executive

D irectto r , and other to1 ma) gors

16, Should ouside pa'nels or advisory groups be established and what. fune-

tions might they perform (e. g. , advise on sectoral programs>

17, What other persons or units should report directly to the President and

on what subjects (o. g. , policy feran alaion, b road poram evalitain,

managerrnent informration)?

18. Given resolutio Of tne above issues, what are feasible alternative top-

manageent orgaization structures that could perit the Preasiden to

manage the Bank rmorc effectively ad cfficiently?

D ti n(- Tai ng

19, 1s the p ro ce: ud by top a niageent to w itiat ng, develor:i p-
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20 Wv hat ishould be the procuss lby wich the Bank estauhes long-rang

objecLives (eg., those covering, the perind 1974-78)? Is there ade-

qu ate participatinn in planing t iley levels in the Bank to isure

sounidniess of projuetions and coher-nce of operatin activities

21. Hov is near-term finr Lancial and staff re source a lo catio unaccomished

and oes it repros ent a -Su basi for dlecis Cins within longr t'er

objectives?

Shoaid the pro cess be mod if ie d by wh ich area ard roject ons

a. 1e re ched by Bank top Ii managemr (1 gI , by de lega ;ting sele ctd

ve i r stm111e cit decisions, by c management review more oOn

pro-ject high)ights rather than leigthy details ) ?

3. W.at bottlenecks occur in the nanagemncnt decision- raking procoss

and w can they be reduced or elim nated t e. g , by delegating autOh

ithe sc heduling ow ro the

24 Whti ri ar nr Oxce1pt: inal financial and other manag ement no na-

tion 3s rev jewed by the P-e sidcet and otier senior Bank offcIs as a

basis for centrelling performance and taking near-te rmn corrctiv

actin; is theer aSiaOP :irocal -oint for assemrbling: and interp-greV-ng
tms normmo

25,\VP. t W fempact2do ebng-s in top mnagement procedures htav On the

Exe cut vi D r ec tor ac it ies in the overall Lank decisjol-makn1 g

proc0ess? a

At-t-i- K OP} R A TI'<'
- 1, 0 L"c, 's

C)-n iitinl _ugOO

26. Ic te cu rent s pl it betoen 8ra and p roj ct operations effi i c iet a-sd

eiffetive (ie. cdoes th:1 "OiVe tnetiion1 btween the two siTif-

7, -J ,U< 0
/ir-amomis''as

Objecines-and.operations fra i Lms,



of ct t 1 t( p-olems tha' are or will be cnount(red in coor dinat J on,

particularly as growth in Dank activitjes creaes mo0re denmand on

thei;r time")?"

a. Should plojet stiAfs iirged intor operating units

which .wouka *: eot se c anc sector exy rtise?

If so,

1. How caa Bank-wke consisteny be maistained

and quality be assured?

2. What wtould happen t: disciplines ith a COn-

parativ y smtalllober of cxperts?

3. At wvhat 1level might the merger occur -

i. e., region or country?

b. Should project staffs retain a seprate identity, per-

Laps with somie further specia)ia with j. eto r s?

27. How can cros s-regionll or croswsectOr pro(lems be coordina'ted het-

ter (e. g., by increa sing reliane on special proj ct stafis )?

28. Is the current geographic division appropriate for covering area

Operations:

a. Should there he bee r hat noree i-tart, regional

units, perhaps each undoet a vice pr esident (e. g, , for

Europe /Africa/MAiddle EKast, Asia, Western HImisphere)?

b. Should there be a larger number of regional divisions

than at present?

29, Is the central economics staff used effective]ly in support of area and

project operations; how should econonics s taff resoui ces be allocated

between broad h3ank Group level activities and arca/project operations?

30. Is the legal staff involvement iin area/project operations appropriate?

Should opcrating units have assign ed legal staffs?

y& (ompany 4 lu5' Te.
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31. Wht shouid be the role and organizational status of E1DI (op., in

hopinig to i1-Jelt overaill Bank training assistance objectives)?

32.. How should the Bank be organized to accomplisih -Coordination with

other donor is)tittions (a) \wrd-wide and (b) contry-by-country?

33. liow ffective are current cooperative program relationships (01h W Ot

1FA1, UNESCO) and should simiar arrangenints be made to cuver

other areas (e. g., regiona banks, 1ner specialized a enci s of the

U. N )?

Major Operations:

34, How can the processes for performringfeconomic and sector analyses

and resulting roperts be improved?

35. Is the process for developing Bank Group country stra; ti 1u winti' e

a, How are country strategies [ranslatedl int opera: r.

guidelines?

b. Is the Country Prograrr Pa per preparation and reavew5

process adequate?

36. HoW can the project cc 1ron ineption to a pproval be made ore

efficient while retaining or imp rovi n g ro Je ct qu ahty ( y g (h, rou g'r

eli nVating revi'w 0 botlenaeks)?

37. Hlozw can project supervision be made more effe-cii ve and 1fi :cnt?

38, Is the operations evaluation process adequate?

Induns trial / Private

39 What should be the Bank Groupts in olvmeit in industrial /private se-

\ r toe activities?

40, What are the current shortcomings in FC, DF, arid related oeaio

41, How s ho uld inodust ri a / p ivate se cto r ope rati on ce or ga nri ed ?

fl~ ~~ n01( lea V io *th 0ba' 1, - j p. C, t teas
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a. Are industrial sector ope rations too dispersod and un-

Coordinatcd (!. g. IF, DJ-' s, Industrvial Project

Department, Econoncs of Industry Divi.sion of Econo-

mics, Agro-Indcustry Division of Ag ricultural Projects) ?

D. Shiould FC exis s epa rately from IBRD/IDA? If so,

how should complemeni t ry activiis be coordinated?

c. Should FC's and othcr industrial/private sector op-

eration be broug eht togelite r under FC?

Decentraliz ation

42. Given World Bank Group agreed-to ohjectives and the operationsa to

be delegated by the President to other Bark officials, which activities

could be performed mre ic efficieotly or efefctively by resident missions?

43. What should be the role of resident missions, criteria for their fur-

ther establihment, and their essential characteristics (e. g. , what

would be 1the model for a 'complete! or Mipartial mission)?

44. How can headquarters/field communications (e. g. , to ensure project

quality) b maintained appropriatey if fure3r decentralization is

accornplished ?

45. What should be the re ationshlips b 1etwen es int missions and coun-

terpart developmnct institutins (e. g. , wit UN country representatives)

46. Should regional development banks be used to perform some elements

of World Bank Group activities; and if so, which ones?

BAN211 SUPPORT

T'S E I IN AV))C Vf

4,17. Should changes be madefto the Controller function (c. g, , to support

ope ratons, to provde tinancial reports to department-level n 7nagers)

d what, if any, changes are needed in accounling and reportinx

systcms?7



48. Should changes be made to the Treasurer function (e. g, , no roasing

the Troeasurer role i n- Cdiurn- or long- ria nger' financia] planning)?

49, Wh at should be the role of Antornlal aLdit (. , pirely financia. or

e--:panc ded to includ mangement audit)?

Adni strat'i ve(J'

And O. rmor

50. How>-' can organi:zation ani m-eods acivities contrib ute to managenaen

decisioinaking' and operaionst~ (.e., helping at heiadquarterors to re-

vam ep ope' ratimg processC' provilino managerial ge ee to deve 1op-

ng countries)I?

51. How can peironncl polic:rs and procedures contribue 0cowa d meeting

future staffiing de mands (e , , for 1 978), pariculary for speciaized

pr so nnel?

52, shuld r oumpti C-jJ ngti activities be best uised to carry out Baenk GrT;-oup

objecives (e, g., what are the relatjve priorites for usin the com--

puter on briad econoidc modoling, operatians, administrati'v support

Shou th Ba Pr Group1) have a n ' opetion ' rr capt y

53. W c ' ho eh role of info rnation and 'ulic Affairs in promotir

Bank Gjrop je cives and activitiet's?7

54. WIa- hold b"e Bd ropi's role n baitl sic and appli2d rh

i~ the appropriate lovel o WBG s actiivity in high-risk pilot or dea

st ra tion:12 1:(, ccts?



Page 1

January 24, 1972

World Bank Group: Summary Organization Study Plan

PHASE I PHASE II

Assess strengths and weaknesses, clarify Bank Group objectives, develop alternative organization structures) (Review and select frorn altenatives, prepare report and implementation pregeami

PROJECTSISUBPROJECTS - - -
JANUARY FEBRUARY MARCH APRIL MAY JUNE JULY AUGUST SEPTEMBER

1. STU DY DI1R ECTI ON AND COO RD INATION
McK W66Major Pro grass

A. Initial study planning FMWK i t W8a ir

B Progresa review and report preparation " "

C. Study directon le-g., progress control, (Srrengrs and weaknesses, id r
coordinati ng Bank Group contacts, Ongoing throughout duration of study alterrnarie structures,gien onuionsand rec-

agreed to objecties)ad rninistrative support) structurss, processes,
staf/i;ng; punr.s for

II. BANK OBJECTVES AND TOP Bank Agree to Bank plemantation)
MANAGEMENT ORG ANIZATION Objecrives Objectives (input to

A. Clarify Bank Group objectives - Progreo Reviw
1 McK, I W96 (41arc0 . April) 1 Vc K, I ia (Dra f, reports

B, Evalae top management decision-making "'"''"''"""' - "l"P/dine alternivs bypr
processes, delegation of authority dralf report srcOns)

C, Evaluate top management organization I McK, I Pi36 (February -July)1)
including senior committee, secretariat
structures.

Ii. BANK OPERATIONS2

A. Assess area/project operations a(r/nt alth-rnative,

B. Determine operating approaches for industrial K GA pl-iJuly) draftreport sectiors)

sector (IF C, DF C's) -T

C. Determine level of delegation of operations
within headquarters and to the field

IV. BANK SUPPORT SERVICES2 I fclk, 213s

A Evl.Ie inIancial support•l m •• m- draft report crisns)

B Evaluate administrative and other Support 14m PM 2m m m6

STAFFING SUMMARY3  McK, 5 MK,SWBB 3 -Kt- , 6 W-G 2 cK,1WSG - VI3BG

P. included as a project for planning purposes analymes to be performed in other projects, Major project work emphasis
2. See attached description. Im11111a Sone project work possible
3 Full-tme McKinsy associares, W8G team members (i.e., not counting McK or WBG study direction, part-time specialists). C Key study end product
4. Including economics and legal aspport, key operating procedures.



J anuary 2- 1 '

WORLD BANK ORGANIZATION .DY: PROC LCRJPTION p. 2

Pro oeet Title: STUD DIR ECTION IND COORDINATIOV Participation:

I - January 15-30; McKinsey directors part-time, 1 associate full-time;

Objective (s): iw, equivalent full-time

2 - February 1 - September 30: McKinsey directors and associates part-

time as needed (. g., to consolidate reports), V. P. Adminisnation
each naj: preet)

2. Serve as Uhe o;eallstudy foo 'at fr

Es project completron~ ndflfilling study obicctives Units Contacted:
1 Ci r a (i.c contact logs)

coornata; pject re nations Vice President Administration (Shoaib)

d. ireJaring progress rec ves- ai f-ial reports

.Prvding a'ii ratiean 10 stc sup
0. :Sti es-'pe-r

Subprojects/Major Tasks: Principal End Products:

I. PreOare overall engag m1nt plans (scedules, manloading, task la - Summary engagement plans

descrp ens, end products) b - Individual irojct plans

. description

Sissue analysis vorksheets (including "nms have' fact lists)

c - Initial client contact plan (i. e., for top managem nt fn rst ruand

interviews, focused on WBG objectives, major organization issues)

2. Prepaemjrpogesrve
2. - na major progress - Visual presentation on agreed-to objectives, organiation stengths

and weaknesses, alternative structural iuprovenents

3. Conolidete draft project reports into final report 3 - Written final report containing overall study findig, conclusions,

and recommendauons (on structure, decision processes, key

procedures, and staffing implications); plans for implementation

* Included as a project for planning; all substantive analyses to be

performed in other projects



January 2' 1972

WORLD BANIK ORGANIZA ,.,N STUDY: PROJ CT DESCRIPTION p.3

N - OW TiVES AND, t TOPProlect Title: ParticIation:
.1 , \)'- -~\ RA7T Participation:- T RGAN'/ATION

Objective(s): 1 - February 1 - April 30: 2 MNcK, 2 WBG

1 - Clarify World Bank Group objectives 2 - May 1 - September 30: 1 MeK, I WBG

2 - Identify organizational atternatives and recommend optimum

structure for setting overall bank strategy and providing executive

leadership and direction (within agreed-to objectives) Units Analyzed /Contacted:

1 - President 5 - Program/Budgelng Unit

2 - President's Council 6 - Vice President of IFC

3 - Economic and Loan Committees 7 - Selected counterpart units

4 - Secretariat (e. g., IMF, UNDP), clients

Subprojects/Major Tasks: Principal End Products:

1. Clarify curre and possible future Bank Group objectives in consultation la - Statement of current Bank Group objectives

senior officials (and selected outside parties) b - Possihle future objectives (e. g., permanent, but covering 1980 needs)

and accompanying rational for change

Processes

2. Examine adcquv of processes used to reach top management (i. e. 2 - Critique of decision-making processes and related procedures

Presidests Council) decisions, especally: (Note: but not to include detailed process revisions)

a. Policy formulatioen (a. g. , changes to objectives)

b. Long- range lanning (c. g., for 1974-78)

c. Programmr-ing/Budgeti (e. g., 1972-73)

d. Significant operating decisions (e. g., individual loan/credit

Top Mansagemaent

Ore ani:e

3. Determine opimum top management organization structure (i. e. , for 3a - Organization criteria, based on agreed-to objectves

President and President's Council, those reporting directly to the b - Top management organizational altematives, including pros and

Presi dent) cons based on analysis of current strengths and weaknesses



January 24, 2

\WORLD LAN ORCA Ni/AlION CD> PRO ECT DESCRIPTION

P ctTitl:ANK jCTIVES AND TOPProject Title: Participation:
A\ NAG/hNT ORGANIZA TION (Continued)Priiain

Objective(s):

Units Analyzed/Contacted:

Subprojects/Major Tasks: Principal End Products:

O-v mix:e t fCr tinued)

ASes> approeriate senior comm ttee and secretariat structures 4 - Recommended improvements (as needed) for senior committees and the

secretariat (e. g., including roles, activities, rat onale)

D-termine appropri ate level of delegation of decision authority within 5 - Inventory of decisions to be retained by top management, delegated to

B II operating staffs

In coordination with Bank Operations project team



January 2' 972

WORLD B\NK ORCANIZA'ITON P SDY: PROECT DESCRiPTION

Project Title: SAK OATONS Participation:

Obje ctive(s): 1 - February 1 June 30: 3 McK, 3 WG

-,",num ssenial arik 2 - Juldy 1 - September IS: 1 McK, 3 WBCG
1- Determine otimum111 organization sfructure for condectn essential bank 2->y1-Spebr1:1MN h

l - S ember 15 - September 30: 1 Mcel 3 WBG
opertion (epecilally thjose dealing wil) areas adprojcs

2 - Resolve industrial sector and operations decentralization issues

Units Analyzed/Contacted:

1 - Area Staffs 5 - IFC

2 - roject Staffs 6 - DFC's

3 - Legal Staff (less Secretarat) 7- Developrent Servies

- conmics Staff (less Compudng

cdit-ies)

Subprojects/Major Tasks: Principal End Products:

1. Review essencial bank operations covering geographic areas and pro- la - Organization criteda (for conducting ipeiaons)

jects and determine most effective way to organize and carry out lb - Inventoryof ergniati strengths and weknessos

oprtosIC - Asesmn o 07euc of aey operating proceisse
operations Jses.o3 01atel

- Alternative organizational recommendations one rationale

le - Outline of essential procedures

2. Assess roles/rcsponrsibilitics of economics and legal staffs in essential 2a - Role of economic unit in suppor of key operationSt -

bank norations 2b - Role of legal staff

3. Determine :ole of Development Services, particularly as a complement 3 - Role and activities for Development Services

:e essendial nk oes ra

4. iAane status of cooperative programs (WiiO, FAO, UNESCO) to 4 - Critique of cooperative relationship and recommendations for

doemine adequacy and further applicability extending this approach to other programs

Indtstrial Sector

S. Exarine industrial sector operartons, Bank Croup involvement in 5a - Objecu'es for industrial sector operations, Bank Group role in private sector

rivate investment, and the role of IFC, DFC's, and recommend Sb - Role of IFC, DFC's

optimum organization structre and relationships for these units 5c - Current strengths and weaknesses

5d - Alternative st-ctures and rationale

geluding the project cycle and operations evaluation as well as area operations *' Includes analyzing support rendered to top management (with Bank Objecetves

and Top Management Organization team)



January 24,

OR ORCAANi/ [ZON 5 lA RO DiCRIPTION6

Project Title: OPEAZIONS (CN.nuCP Participation:

Objective(s):

Units Analyzed/Contacted:

Subprojects/Major Tasks: Principal End Products:

Decen r1liad:on to e ld

6. Determine aptrpiate level of decentralization of operating respon- 6a - Decentraization criteria

sibility to the field (based on representative field visits, headquarters b - Configuration of field establishment and accompanying rationale

analysis) c - Invcntory of activides to be decentralized and rationale

In coordinadon with Bank Objectives and Top Management Organization

Team



January 24, 1972
D BA NK ORAFGANI7NT : PROKCT DEiSCRJIION

p.

Project Title: ANK SUPPORT SERViC S
Participation:

Objective(s): I - May 1 - June 30: 1 McK, 2 w1BC

2 - Jily 15 - September 15: 1 McK, 2 W/BC

Determine optimum organization structure to provide essential 3 - September 15 - September 30: 1 McK part-time, 2 WBC

support services, given Bank objectives and appropriate structure

for operai o'ns

Units Analyzed/Contacted:

1 - Controller 5 - InformaTdon and Public Affairs

2 - Treasurer 6 - Administrative services

3 - Internal auditor 7 - Personnel

4 - Compuung activities 8 - Research Center

Subprojects/Major Tasks Principal End Products:

For each support unit:

1. Determine roles, responsibilities and organization structure for 1 - Alternative structures and recommendations, including rationale
financial support 2 - Proposed function statements as appropriate

a. Controtler

b. Treasurer

c. Internal auditor

2. Determine roles, responsiilitias and organization structures for

admninistative and other support

a, Administrative Services

b. Personnel

c. Computing activities

d. Information and Public Affairs

e. Basic Research



INTERNATIONAL DEVELOPMENT 4 INTERNATIONAL BANK FOR INTERNATIONAL FINANCE

ASSOCIATION I RECONSTRUCTION AN' DEVELOPMENT J CORPORATION

OFFICE MEMORANDUM
TO: FileS DATE: February 4, 1972

FROM: John A. King

SUBJECT: Study of Organization and Procedures: Meeting of January 31, 1972

10 On January 31, 1972 the second regular Monday meeting with MKinsey was
held; present were Messrs. Shoaib, Sommers, Demuth, Twining, Messenger and
King for the Bank and Messrs. Rohrbacher and Lynn for McKinsey.

2. Mr. Rohrbacher described the status of the work:

a) The first round of interviews (21) had been completed,

b) McKinsey was making an inventory of formal, written state-
ments of the Bank's objectives - statements in Mr. McNamara's
speeches, in books and elsewhere.

c) McKinsey was trying to pull together a factual profile of
the Bank based on organization charts, trends in activities,
numbers of staff and the like.

d) The study team was being assembled. Three Bank staff mem-
bers were being made available this week and a fourth next
week. McKinsey was bringing a man each from its offices in
Dusseldorf and Rotterdam. It hoped that the balance of its
team would be nationals of developing countries. Mr. Shoaib
asked for biographical data on the McKinsey staff assigned
to the study team.

a) The lists of issues to be covered in each of the subprojects
was being worked on and was expected to be completed this
week.

3. The interviews completed showed (a) complete agreement on the Bank's ob-
jectives at a very high level of generality (say, "to aid the developing
countries in achieving economic and social development"), (b) some differences
concerning the sorts of activities the Bank should undertake to carry out these
objectives, and (c) wide differences on the appropriate organization for carry-
ing out these activities. There were also wide differences on how the Bank
could effectively exert its influence in developing countries9

4. The interviews had also revealed a variety of frustrations among younger
staff - the new initiatives being proposed by Mr. McNamara were not being put
into effect, a feeling of not belonging and of being under-utilized, wasted
time in- polishing and repolishing drafts and the like. It was agreed that
the climate of the Bank in its earlier days, the feeling of being fully inte-
grated into a highly professional, non-bureaucratic elite, had been lost and
could not be recaptured. The study should seek, therefore, to discover an
organization and procedures which would, among other things, be a substitute
for the old climate and eliminate or minimize these frustrations.
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5. Mr. Rohrbacher said that the interviews so far had helped McKinsey in
getting an understanding of how the Bank works. Most of the subsequent inter-
views would be different from the first round, more factual and analytic, so
that it would be appropriate for Bank staff on the study team to take part in
them. Messrs. Shoaib and Demuth stressed that an opportunity should be given
to persons interviewed to talk privately with a McKinsey man if they wished.
They should also be invited to submit written connents.

6. Mr. Rohrbacher noted that the first round of interviews confirmed that
the major issue was the relationship between the Projects and Area Departments.
It was agreed that Yr. Shoaib would ask the Area Departments (through Mr. Knapp)
to prepare papers equivalent to the Chadenet 1980 exercise of the Projects
Departments.

7, Messrs. Demth and Sommers stressed the importance of examining the
relationships between the Bank, the UN, UNDP, the specialized agencies, and the
regional development banks. This should be done not in the abstract but on
particular issues as they arise and within the frarework of delegation and de-
centralization, of how mch and what the Bank should do.

8. A number of other points were made:

a) The study will have to be carried out as if the relation-
ships between the Bank and the Executive Directors, and
their functions, remained unchanged, whereas in fact almost
any organizational change would have some effect on them.

b) The interviews revealed confusion over the role of the
President's Council and concern over the ways in which
policy was formulated.

c) The interviews indicated that there were wide differences
on whether support services within the Bank were well con-
ceived and well-executed.

cc: Messrs. Shoaib, Sommers, Demuth, Twining, Messenger

JAKing:lb



INTERPNATIO AL E LOPMEL | ir;T I ANK FC N E .T IONAL FINANCE
TI 'IO( 1 0 ) ANl DVErL T AT I N

OFFICE MEMORANDUM
TO: Files DATE: January 26, 1972

FROM: John A. yn

SUBJECT: Study of Organization and Procedures: Meeting of January 2;, 1972

1. On January 24, 1972 the first of the proposed regular Monday progress
meetings with McKinsey was held; present were Ibssrs0 Shoaib, SorMers, Domuth,
Twining, Messenger and King for the Bank and Messrs. Bower, Rohrbacher and
Ignn for M1cKinsey.

2. It. Bower opened the meeting by saying that he had read the papers pre-
pared by various staff members on the organization of the Bank* and had found
then objective and useful. He noted that there was a general realization that
the existing structure of the Bank had been outgrcwn and a recognition of a
need for change, but that there was no agreCment on what those changes should
be. This climate gave IcKinsey special opportunities and special responsi-
bilities; they should be thoughtful and profoutn~d in exarrining what form the
new organization should take and, after the decisions had been made in
principle, in devising the best way of moving from the existing organization
to the new one.

3. There followed some discussion of the ways in which the Bank and the
consultants could work most effectively together, Among the points made were
the followirng:

a) Mr. Shoaib asked that he receive sunmarics of the interviews
made giving the range of views expressod and their weight,
but without attribution. l suggested that they might be
made available for discussion at the regular lionday neetings,
McKinsey undertook, in principle, to do this but could not
guarantce that it would always be on a weekly basis.

b) Mr. Sommers indicated that he would be glad to help in any
way but he thought his contribution would be more effective
in the later stages of the study. He was not sure how much
time he could give, because of his conmitments to the
Equitable. HB would, however, try to be present at as many
of the Monday meetings as possible.

c) The work plan, as revised in accordance with the Bank's sug-
gestions (see minutes of the meeting on January 19), was
accepted as a basis for going forward. The consultants
pointed out that the work plan perhaps oversimplified things;

* This was a reference to a collection of papers by such staff members as
Shoaib, Aldewereld, Chenery, Demuth, Projects Departments staff (the 1980
exercise) and others given to the consultants by Mr Shoaib,
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for example, though the plan called for completion of the
clarification of the Bar's objectives by March 1 (item IIA
of the plan), this clarification would be affected by work on
Bank Operations (item III of the plan) to be carried out in
April, Kay and June.

d) The consultants pointed out that they had already begun the
first round of interviews (the Fresident's Council and twelve
other staff suggested by the Bank). They as':d for the Bank's
help in selecting persons to be interiewed in subsequent
rounds, suggesting two sets of criteria - first, those with
objectivity, the capacity to speak forthri-htly, and con-
siderable experience in the Bank, and second, those with inter-
esting ideas on organizational and procedural problems even if
they lacked some of the other qualities mentioned above. When
the consultants entered on phase III of the study, Bank
Operations, the process of work would automatically determine
those to be interviewed. The consultants noted that the inter-
views would, of course, be balanced by objective data collected
in the course of the study.

e) Mr. Shoaib and Mrx. Twining said that the Bank staff for the
study had been largely agreed upon and that McKinsey should be-
gin to fit them into the specific slots identified in the work
plan. The consultants asked that they be permitted to use sore
individuals, who were not available full-time, as part-time
help, particularly for testing their ideas and tentative con-
clusions. Mr. Shoaib agreed.

f) McKinsey asked that they be given organization charts in greater
detail, showing the divisional structure. They also asked for
the numbers of staff allocated to each departent) Mr. Tuining
undertook to provide both, the former only to the extent that
it was available.

4. A number of substantive points were also discussed:

a) The Bank's Objectives: It was agreed that there were several
layers of objectives and probably no great differences of views
within the Dank as to these objectives at the highest levels of
generality. Dfferences did exist, however, both as to more
specific objectives and as to the means of carrying out the
larger objectives. An important difference had already been
disclosed in the few interviews already made. This difference
arose over a recognition that the Bank had changed considerably
over the last few years and the operational conclusions to be
drawn from that - should the Bank pause and consolidate or
should it go ahead faster with these new activities.

b) Size: An important question which had arisen in the interviews
was - how big can the Bank get? Implicit in that question is
another - is it already too big? It was suggested that optimum
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size for the Bank is a function of a numbor of considerations -
such things as leadership, quality of staff, external political
factors and the like - and that there is no objective norm for
determiiug it.

c) Exterience of AID: It was urged that the consultants make an

early c i<MEio of AID experience with regionalization.
Mr. Shoaib is making a number of docu=ents on this subject
available to the consultants. It will be examined as part of
items 1IIA and C of the work plan.

cc: Messrs. Shoaib, Somers, Domuth, Twining, Messenger



INTERNATIONAL DEVELOPMENT INTERNATIONAL BANK FOR INTERNATIONAL FINANCE
ASSOCTATION RECONSTRUCTION AND DEVELOPMENT I CORPORATION

OFFICE MEMORANDUM
TO: Files DATE: January 24, 1972

FROM: John A. Kin

SUBJECT: Study of Organization and Procedures: Meeting of January 21,, 1972

1. On January 21, 1972 Messrs, Rohrbacher and. Lynn of McKinsey and Company
met with Messrs. Shoaib, Twining, Messenger and King. The primary purpose
was to discuss the Bank's comments on the McKinsey work plan; the discussion
followed the points made in the meeting of January 19 which were generally
accepted by McKinsey.

2. It was agreed that for the time being the work plan would not be dis-
tributed to merbers of the President's Council or Senior Staff, though it
might be shown to individuals when they were being interviewed. At a later
time, it might be desirable for McKinsey to make a presentation on the scope
and character of the study to the President's Council or Senior Staff.

cc: Messrs. Shoaib, Twining, Messenger

JAKing:lb



INTERNATIONAL DEVE LOPENT INTERNATIONAL BANK FOR INTERNATIONAL FINANCE
ASSOCIATION RECONSTRUCTION AND DEVELOPMENT CORPORATION

OFFICE MEMORANDUM
TO: Files DATE: January 21, 1972

FROM: John A. King

SUBJECT: Study of Organization and Procedures: Meeting of January 19, 1972

1. On January 19, 1972 Mssrs. Shoaib, Demuth, Twining, Nessenger and King
met to discuss the McKinsey proposed work plan for the study and some related
questions. A number of suggestions for additions to the plan or for clarifi-
cations or changes of emphasis were made, including the following:

a) To avoid confusion, the word "mission" should be replaced by
"objectives" throughout the work plan. The phrase "study
secretariat" should be replaced by "study staff". The
qualifications for the Bank staff to be seconded to McKinsey
for various phases of the study should be struck from the
work plan.

b) An examination of the procedures for coordination of sectoral
work should be included.

c) Item C of III Bank Operations should cover delegation of
authority generally, including at headquarters, as well as
the division of responsibilities between headquarters and
the field.

d) The Project: Bank Strategy and Direction should include
under subprojects/major tasks an item for "decision making
at all levels". In this connection, the word "key" in "key
decision-making processes" (last item under principal end-
products) should be eliminated.

e) Under the Project: Bank Operations not enough attention was
given to procedures as contrasted with organization. In
this connection, subproject 1 should read "and determine the
most effective way to organize and carry out operations".
An examination of project supervision and evaluation should be
included among the subprojects/major tasks, including an
examination of what kinds of supervision and evaluation are
appropriate, of where the responsibility for them should be
located, and of the procedures for carrying them out. The
Cooperative Programs should also be studied and relations
with the UN system should be looked at more generally. In
addition to examining the whole industrial activity of the
Bank (subproject 3), the role of the Bank in promoting pri-
vate foreign investment should also be studied. It might
be more appropriate to study the Development Research Center
under IV Bank Support Services than under III Bank Operations.

2. Mr. Shoaib proposed to discuss these points with Mr. Rohrbacher on Friday,
January 21.



2.

3. There was some discussion of the staff to be assigned to work with
McKinsey. Decisions had been reached on all but the individual from the Area
Departments.

4. There was a brief discussion of how the interviews will be conducted.
McKinsey is developing a standard interview form so that the interviews will,
in general, cover the saze ground. This form will probably not be ready for
the first round of interviews. Only McKinsey stff will conduct interviews
with top-level staff, but the Bank staff assigned to the McKinsey team will
take part in interviews with lower-level staff.

cc: Messrs. Shoaib, Demnth, Twining, Messenger

JAKing:lb



Fo k' Io . 75 INHTE ATIONAL BANK F.9
AA FL CN ANE D LOF LAThE 0

CoP ATI [N ASS- i Al ION

Date
ROUTING SLIP January 19, 1972

NAMAE ROOM MO.

Mr. John Garrity

To l1ndle _ Note and File

Ap.prite Dispositicn Note and Return

ApprvaCl _ _ __,Prepare Reply
Coinen t Per Our Conversation

Full Rieport _ Recor-mendation
nInforr atiion _ iia tu re
Init ial Scad On

Here is a list of staff members as promised
with whom you may wish to make interview

arrangements. Their telephone and room
numbers are all in the Telephone Directory.

Tf you have any questions or want any fur-

er information please let me know.

From J. E. Twining, Jr.



O CAVTZATION STUDY - STUWf 0CRTAIAT

STAFF MEMBERS TO BE INCLUD'D I' FIRST-P 1 'T _VIEWS

A. p'bers of the Presideit's Council:

Messrs. Knapp US

Aldewereld Dutch

Shoaib Pakistani

Rickett Ui

Broches utchx

Demnuth ITS

Gaud US

Chnery US

B. Senior Staff (irector eutyDirectors rhof econo ints, etc.)

Messrs. J. Adler Prograrmnng & Buduetin Dent. US

B. Chadent Office of the Director, Projects French

P.D. Renderson Economics Department UK

L. von Hoffmann IFC - Vice President German

J.H. Uilliams Loan Conittee ur

E.P. Wright Central America & Caribbaen Dept. UK

C. Other Staff

Messrs. J. Bravo Tnformation & Public Affairs Dent. Chilean

L. do Acmarate vinshaw, Pulic of '"ir- vrencli

S. Kur South Asia P arme-t Japanese

G. Okurume Eastern Africa Dept. Nigerian

R. Venkateswaran Special Projects Pent. Tndian

Miss G. Kaplan East Asia & Pacific Dent. South African

JE111:1;0: ioa u
Jauary 19, 1972



Fom *No. 75 INTERNATIONAL BANC FOR

(7.60) RECONSTRUCTION AND DEVELOPMENT

fNTE'NATIONAL FINANCE INTERNATIONAL DEVJ'OPMENT
CORPORATION ASSOCIAT?

Date
ROUTING SLIP -.~ kary k 19J ary ,1972

NAME &OI NO.

Mr. Sh1b

To Handle Note and Fi le

Appropriate Disposi tion Note and Return

Approval Prepare Reply

Comment Per Our Conversation

Full Report Recommendation

Information Si nature
Initial Send On

REMARKS

Here is a suggested list. I have sent a

copy to John King. If you agree with this

list I will transmit it to John Garrity.

From J. E. Tw ing, Jr.



F CE M E J ANDU
TO: Kiles 

DATE: Jaria:l2Y 19, 1972

FROM: Joan A. K

SUBJECT: Studv of r: nization A Procedr e. o nA 9A r 18 1Q72

1. On Jrmary 18, 1972 Mr, Shoaib met with isa Garrity, Lyrm and

Rohrbahcr of ohinscy and Cocmuny to iscuss the Organization Study. 1essrs.

Twining, Isseer and a prticipated.

2. . (4 jpc;mhed for dieoslnon a work plan for the stud Mr. hat

rade a Yo ezet.&ary co eonts - the nank

might bo ia d to for7 rather - iv 32 z urA ite A c shoaJJ b> -

vied to cver quest] 1 of dec:',tton nwral>, whethe i 1OLK <12L' 23

or btWna !IeCiO3XY5 and the fild - onu roS7n d generaldiusin Or a

later daie after the . A had a bter o oar to a th Work plan.

3. Mr. Garity asked that an intial round of interviews, all recbrs of the

President's Council ad say ten to tl'-a cttau saf, ba stard at onto,

The tank ;, td and ;ill farna: a lit Kithin a d or so. A nunh:r of msA7.

e s t red includin 'mors. C htet a ; J Adler, n
1:cffani, Al-ar, L1U1L. ?.DIT. held, lave, OLcwruzn, Jo: n j-illiams, loner

!right, 1 1iner.

. Mr. Garrity reemiended that he decsilon with respect to the .oration

of an Advisory Group, its composition and its role be pngon-d until the end

of Abruary. Mr. Sho B agreed.

5. It was agreed that, for the ti:. bein, there would be r[ ylar rat-ig

between the sak and E i Lisey on "dy ano 1[

cc: Messrs. Shoaib, Tining, Msenger

JAKing:lb



n uarv '8, 1972
CMIZATION S"UPY - STUDY SECRFTAFTAT `1

STAFF '1U' TO BE INCLUDT, T T-RTt TT

A. 'lbrof the PresiCnt rouncil:

Messrs. Knap~p US

Aidewereld Dut

i' Vtt

Breches tuc

. ~Cr et (ic_ _reer, C Ecnon:it2 , etc )

Progral Prngct Indigtinan

Cidn 1et O Afisci f t Pairector, 'rebpt. 7 A.ch

P D. B,!nderso conornies Department U

von Raffmann TPC - Vice President '' nm-

3J.1. Uilliams Loan Coitt e U

.P. ''ri 4t Central Aneric &~ CCoribbcan Dept I:

C. Ohr £taff

Messrs. J. 2rave Information & Public Affairs Chilean

L. de Azcarate Kinshasa, RPnuhlic of Zaire Frenclh

S . Kuiaa South Asia' pa rtruenrt Japsteo

C. Okurame Eastern Africa Departmecnt Nigerian

R. Venkaterwi an SP-ecial Projects Indian

Mis C. Kaplan Pnt Asia & Pacifie Dent South African
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Organization Chart

INTtNAIIONAL BANIK FOR REcONSTRUCTION AND DEVElOPMENT * INTERNATIONAL DEVI.OPMENT A550ATKMON Authorized Positions as at December 31, 1971

ORGANIZATION CHART

EXEC, OFFCES

-.9"

P S

LiiIL]L;1i. jQ~;~t. -45044IJAM..." ..... "M44.,,..1 ~ 1

G7,S 13

p 34 6 S\i30 SS:5 P:21 S:5 P.:26 S3:17 P:67 33:18 P:64 S:34 P:37 GS:24 P:42 S32 P:143 S5:V P:54 S9:3 P:15 S3:2 P:19 S:6 P 34S:23 P:74 S555 P24 33:3 P:53 S:1

CSt'l Co 32 30 G06:19 G3:-33 63: .25 63:29 C3:73 32 9 GS:16 G3:19 5725 G322S,3
for Settlement

of lnvesL. DisNutes * -floaters &

41-- - - 5 trainees
t-- P:55 4 P on Sp

P:69 SS:51 P:7 SS:2 P:54 SS:7 P:19 SS:7 P-38 GS:25 P:28 SS:1 P:30 SS2 P:14 SS:2
S: 56 GS:2 GS38 GS:7 0S 18 GS17 66:8 leave

P:13 SS:7 GS:24
1 CS P:3 S:2 tank and IDA Total: P:1564 SS:292 GS:1197

P9 3:1- P:17 Gs: 2 P:45 SS:3 P-40 SS1 P:107 S: 4 P:37 SS:3

9-SS 1 -- :1GS:28 GS:26 0S .:23 World Bank Group Total: P:1674 SS:294 GS:1272

SS p:1 :3 GS:p1 :1
Ghana i P-2

P:46 SS2 P:18 SS:1 P:116 SS:7
GS27 GS:10 GS:64

Central Economic Staff Area Departments Projects Departments

(Excl. Dept. of Computing Act.) Total Total

Total
P:153 ss: 51 s:68 P:276 39:9 05:177 P:534 ss:35 CS:295



Organization Chart

Authorized Positions as at December 31, 1971

INTERNATIONAL FINANCE CORPORATION
September 1, 1971

O~GAD~fRJ~C!IART

PRESIDENT
ROBERT S. McNAMARA

OFFICE of the
EXECUTIVE VICE PRESIDENT

EXECUTIVE VICE PRESIDENT IFC Total: P:110 SS:2 GS:75

WILLIAM S. GAUD

VICE PRESIDENT
LADISLAUS von HOFE4ANN

P:12 GS:12

LEGAL DEPARTMENT ENGINEERING DEPARTMENT OFFICE of tIe OFFICE af PORTFOLIO
ECONOMIC ADVISER SUPERVISION

GENERAL COUNSEL DIRECTOR ECONOMIC ADVISER CHIEF
R. 8. - RIChAROS

DEPUTY GENERAL COUNSEL H. GEOFFREY HILTON MDEEN A. QURESHI DOUGLAS J. A. DUPRE
JORGE NAVARREJE

P:1l GS:12 P:20 SS:2 GS:ll P:5 GS:3 P:5 GS:3

DEPARTMENT OF INVESTMENTS DEPARTMENT OF INVESTMENTS DEPARTMENT of INVESTMENTS DEPARTMENT of INVESTMENTS CAPITAL MARKETS DEPARTMENT
CENTRAL AMERICA, SOUTH AMERICA AFRICA AND MIDDLE EAST ASIA

AUSTRALASIA,
MEXICO AND EUROPE

0IRECtOR DIRECTOR DIRECTOR DIRECTOR
DIRECTOR RAFAEL TALAVERA ALBERT ADOMAXOH RONALD K. JONES

NEIL 1. PATERSON DELEPURSN 4Ty DIRECTOR DEPUTY DIRECTOR

DEPUTY DIRECTOR DEPUTY DIRECTOR CHERIF HASSAN JUD-VIR PARMAR DAVD 3 GILL
GUNTER H. KREUTER I. CHANMUGAM

P:14 GS:8 P:13 GS:8, . P:11 GS:7 P:14 GS:8 P:5 GS:3
NOTE: The following Departments and Oatices ate common to Bank and Corpoaion: Adminnsrative Services

Department, Personnel Department, Informaotin and Public Atlaies Oepartren, Pmogramming and
Oudgeling Department, Secretary's Departenel, Treasurer's Department, Conlrollee's Department.
Department oi Comiping Acivities, Office of the Internal Auditor, European Office.
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