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WORLD BANK I INTERNATIONAL FINANCE CORPORATION 

OFFICE MEMORANDUM STRICTLY CONFIDENTIAL 

TO: .. Members of PMC DECLASS I DATE : July ·3, 1980 

SEP 1 8 2013 
· FROM: Martijn J. W .M. Paijmans 

WBGARCHIVE 
SUBJECT: Personnel Management Committee Meeting- July 7, 1980 

L l 

The following topics are suggested for the Agenda of the 
July 7 meeting at 5.00 p.m. 

Compensation Matters 

a) Progress of Compensation Studies (see attachment) 

b) Staff Retirement Plan Study (see attachment) 

c) Interim Salary Adjustment and Change in Review 
Date (see attachment) 

Personnel Management Matter 

a) F/I Staff Development Project 



Purchasing Power 
Parity Report 

Report 

May 19 

COMPENSATION STUDIES 

Schedule as of 6/30/80 

VP 
Review 

Consultations 
IMF & SA 

Main Review 

Aug. 30 Aug. 1-15 l/ 

PMC Board 
Consideration Consideration 

Sept. 9 

Survey data report 
distribution ~/ ~ - - - - - - - - - - - Nov.l4 - - - - - - - - - - - - - -

Implications of 
survey data 

Range of options 

Formulation of 
recommendations 

Social Security 

Staff Retirement 
Plan .!!_/ 

Compensation Policy 
Working Group 

July 3 

July-Sept. 

Nov.l4-27 Nov.l7-26 

Dec. 3-31 Dec. 8-29 

Jan. 8-27 Jan.l2-23 

Other Studies 

Aug. 30 July - Aug. 

2/ July-Sept. 

----~---------------------------------------------
1/ Delay at request of IMF 
2! Survey progress rep-ort attached 
3! Informal discussion 
.!!._/ See separate paper 
~/ Series of issue papers to be prepared sequentially 
-- .., 

Compensation Department 
RAClarke:ean 
June 30, 1980 

Dec. 2 

Jan. 6 

Feb. 3 

Sept. 9 

Sept. 9 
Oct. 7 

Dec.4 or 5 l_/ 

Jan. 8 or 9 l_/ 

Feb. 26 

Oct. 21 
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Notes on Compensation Survey Progress 

J-Q Survey 

Job matching visits to comparators going well in US and Germany 
and will be virtually complete by end July. Preliminary indications are for 
15-20 potential job matches per US comparator and 9-10 in Germany. 

Job matching visits in France are considerably delayed due to minimal 
preparation for visits by comparators and their virtually complete absence of 
documentation (organization charts, position descriptions, etc.). As a 
result extensive interviews are having to be carried out, frequently involving 
three visits to comparators. Process likely to run well into August. 

Evaluation of comparator jobs will commence August 4 and run for 
8-10 weeks depending upon total number of potential matches identified . 

Data collection visits in US and Germany should be complete by 
end August - in France firm schedules not yet available due to problems with 
job matching visits but likely to commence late July and run through September. 

Agreement will be reached during July on outstanding issues of 
benefits methodology and data analysis. 

Until more information is available on the potential job matches 
to be evaluated and the situation in France clarified, it is impracticable 
to revise the timetable for the final stages of the survey. We have, 
therefore, not amended the accompanying bar chart schedule for phases 6 and 
7 of the survey. Our feeling, however, is that the final report may be 
delayed by 3-4 weeks until early or mid December. 

A-I Survey 

Job matching visits virtually completed, data collection visits 
in progress. 

Evaluation of comparator jobs (apparently 120 jobs) scheduled 
for July 7-18. 

Analysis of pay and benefits data will begin in late July and should be 
complete by end August in line with the original timetable. 

Potential Problems 

The IMF "Operating staff" assigned to the A-I survey have had 
ccnsiderably more diff iculty than their Bank counterparts in coping with the 
job matching process and appear to have hitherto received little briefing or 
support from the Administration. As a result, they have felt ill at ease and 
exposed and might well challenge the validity of the job matching process, 
although the IMF Administration now appears to be taking steps to rectify 
the situation. 
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The Bank project team, on the other hand, are coping well and 
have expressed satisfaction with the professional manner in which the 
survey in general, and the job matching in particular, is being conducted. 

There are no indications of similar problems in the case of the 
J-Q survey. 

Compensation Department 
/ ... 

RA:Clatke·: ean 
/ /-1 / .--· 

Jn-e 30, 19so 



PMC Paper 

Staff Retirement Plan Study 

Our proposed terms of reference for the study,as agreed by PMD, 
COM and the Pensions Office and submitted to PMC in March,are attached at 
Annex I. 

1. After three months delay the IMF Administration has countered 
with completely different terms of reference - attached as Annex II. 
Although the IMF version has not been considered by their Pension Committee 
(the body responsible for such matters in the IMF) we are told it "has the · 
support" of the staff representativEf» on the Committee. 

2. The IMF version differs substantially from our own,particularly 
in that: 

(a) the scope of the joint study would be limited to the issues 
mandated by the Executive Board in the light of the Kafka 
recommendations (pension base, accrual rate, initial value 
of pensions for those retiring overseas and legal obstacles 
to changes in the Plan). In addition each organization 
would be free to study other issues of special concern to 
it (so much for parallelism!) 

(b) the bulk of the studies would be undertaken internally (e.g. 
by updating an IMF staff report on the "grossing up" formula 
and devising a scheme for safeguarding the initial value of 
pensions) on the grounds that IMF staff has particular 
expertise in these areas. 

3. In discussions with the IMF it emerged that their approach is dictated 
by a variety of concerns, including: 

(a) a belief that the current level of pension plan benefits is 
appropriate to their needs, coupled with a fear that a 
comprehensive review, particularly in the context of 
comparators' practice, could lead to reductions in at least 
some areas; 

(b) a belief that it is too soon to embark upon another comprehensive 
review so soon after the last exercise initiated in 1971 leading 
to the major changes agreed upon in 1974; 

(c) concern for the~ soundness of the IMF Plan, particularly 
since its underlying actuarial assumptions have not been updated 
in the light of recent experience; 

(d) the lack of budgetary appropriation and limited manpower resources. 
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· 4. We have no doubt that a comprehensive review is called for. A 
limited largely internal review would be unlikely to~satisfy Executive 
Directors or the staff at large - at least in the Bank. Moreover, the 
provisions of any pen~ion plan are closely inter-related and a ·review 
of one provision automatically leads to another. Finally parallelism 
can hardly be attempted, let alone achieved, in the absence of a genuinely 
joint study. 

5. In subsequent discussions it seems possible that a compromise might 
be reached whereby both Institutions would agree to embark upon a comprehensive 
review broadly as follows: 

(a) agreement on tentative terms of reference by, say, the end 
of August to be reviewed in the light of the Hay survey 
results. (Our terms of reference already . provide that the 
study should be undertaken in the context of the total 
comparator compensation package. The results of the Hay 
survey will be useful in indicating how our pension plan 
overall, and in relation to total compensation, compares 

.with those of our comparators. They should thus provide 
a guide as to whether we could consider changes which would 
add to the cost or whether we should be looking for some 
reductions, at least for future service. Even if this 
compromise is accepted in principle now,we could expect 
severe problems with the IMF in the event that reductions 
are called for). 

(b) work would not start on the comprehensive review until after 
the terms of reference are finalised in the light of the Hay 
survey. In the meantime, work would be put in hand without 
delay on the complex and urgent question of the initial value 
of pensions for those retiring overseas. 

6. Quite apart from problems of style and, in some cases substance,with 
the present IMF version of the terms of reference, before consulting further 
with the IMF we seek the guidance of PMC as to whether: 

(a) we should continue to insist on a genuinely joint study; 

(b) the study should be comprehensive as envisaged in the 
Bank's proposed terms of reference; 

(c) a compromise broadly along the lines outlined at paragraph 
5 above is in principle acceptable; 

(d) we should disagree with key aspects of the studv (grossing U? 
formula and adjustments for the initial value of pensions) 
being undertaken internally by IMF staff. 

7. The Staff Association has suggested quite minor changes to our proposed 
terms of reference. We have delayed consulting with them until differences with 
the IMF are resolved. 

~ 1 Compensation Department 
RAClarke:mk 

July 1, 1980 
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DRAFT . . A AI# 1:~ 1 
LPHichaels/ JRh"'Trot t: ag 
March 1~, 1980 J 

Terms of Reference for Comprehensive Study of the 
St nff Retirement Plans of the !BRD and IMF 

13 A-N k... 

1. To study whether the present benefits provided by the Staff 

1/ Retirement Plans and related programs- are, in general, appropriate for . . 
me~ting the reasonable needs of participartts and their dependents, 

bearing in mind -

(i) the competitiveness of the.total compensation p~ckage 

· · ._, (i~e. direct pay and value of State and employer provided 

benefits) of the Bank and IMF in relation to that of the 

comparator organizations presently being surveyed by Ray - .. 
Associates; 

(ii) Bank and l}W employment policies: 

The study should take into account both internal and external develop-

ments (e.g. changes in employment .and compensation programs, legislative ,.... 

changES and currency fluctuations) since t;he last comprehensive review of -

the Plans in -1974. 

2. To ascertain ~~1ether the benefits are rel~tively equitable in 

providi~g for different groups of participants and are internally 
j 

consistent. 

3. To put forward. any recommendations for changes in benefits and 

their £f?ancing, which, as a consequence, appear to be appropriat~. 

!/ Including group life, medical, worker's compensatio~ 
and other inBurance coverages 

.• 

~4 .• 

( . . 

. I 
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Dir ection of Study .•· 
I .. 

1. A Steering Group composed of Messrs. Clarke, Gabriel, Widen 

and (line mannr,er) for the Bank and Nessrs · , -------------- -------------
and for the IMF, -------------- -----------------

together with one representative from each of the two Staff~Associ_ations, 

will direct the conduct of the Study. In part_icular, · the Group will 

provide general direction to the Working Group and the consultant during 

the course of the study on issues relating to the scope of the study and 

the alternatives to be considered in the light .of the overall objectives 
~ 

of the Organizations in staffing and compensation matters. 

.2. A. Working Group composed of Hessrs. Trott, Michaels and Hamamo 

for the Bank and Hessrs and 

for the IMF, together with one representative from each of the two 

Staff Associations, will m~et periodically with the consultant to discuss · 

each issue set-forth in the ~~rms'of reference, and to provide the 

consultant witrr such background information and information regarding .,... 

the objectives, _staffing characterj.stics, and needs of the Organizations 

as may be relevant. 

3.'. · · . The consultant ,.,ill meet periodically \vith the 't~orking Group to 

h 
discuss in· det?-il the is .. -;ues set · forth in the terms of reference. After 

nn initial meeting to review all ·of the issues and to agree·on working 
• 

arrangements, the consultant will thereafter prepare agenda of items to 
. 

be discussed at subsequent meetines, memoranda of points covered at the 

meetings and will distribute in advance issue papers to .be discussed at 

meetings, Copies of all such documents shall-be furnished to members 

of both the Working nnd Stecl:'ing Groups. lfuen . all of the issues have 

been considered including possible alternatives, the consultant will 

I 
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J ., 
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prepare his final report reflectinG his personal conclusjons and 
s ., 

recommendations on the various issues. 

C. §Eecific Areas to be Studied 

.-. 

1. The formula for determining Bank/llfF pensionable remuneration 

from net salary is based on the UN rates fo.r staff assessments -which were 

in effect in 1974, the date of adoption of the formula. The UN staff 

assessment schedule was designed on the basis of a study of income taxes 

paid in the seven countries in which the UN family has ~.eadquarters 

organizations: US, UK, France, Italy, Canada, /-~us tria and Switzerland. 

The formula needs to be re-examined to determine Hhether the relationships 

between net and pensionable remuneration at various income levels continue 

to be appropriate, inter alia, in the light of income taxes on direct pay 

and on pension income. 

2. Examine the problems associated with the provision of pensions 

to an international staff 'who may. retire t .o countries '\·lith Hidely 

differing standards and cost; of living, taxation systems (cf. also 

para, Cl) and social security provisions and where the initial and 

continuing value of pension entitlements~ built up during the working· 

career in US$, may. ~e strongly affected-by fluctuations in ~~change rates 
. . d_~e/ :) 

and differing rates of f1:=--..Q{.:.th in real and nominal incomes. 

3. Examine the various · alternatives for ensuring that, given Bank 

and IlW employment practices, the resulting retirement income on average 

reasonnbly meets retired participants' nccds _including: 

(a) revie\v of the present benefit ~ccrual rate in combination 

with the definition of pe~sionable remuneration and the 

period over which it is averaged; 

<,• 

~- __ .. ____ .. ,_....-.~ .... ~----

l 
! 
I 
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.. ... ~· 

.' ) .. (b) the poss:tl>ilfty for ndditiona~. pension entltlc.ments 
. .. 

through supplementary voluntary c.ont~ibutions; 

(c) increasine the scope for tran~:fer of pcns :Lcn credits 

in respect of prior employment \o.'ith other organizatJons. 

4. Examine the structure of withdrcn,·~.l benef:!..ts to determine 

whether these are rational and equitable, whetHer they should be 

related to the actuarial value of accrued pension entitlement or 

other structural adjustments should be made. 

5. Examine the present provisions for adjusting pe.nsio.ns a£ tcr 

retirement, including the . potential limit of 3% p.a~ on cost-of-

living increases. Consider, inter alia, alte.rnative.s such as adjusting 

pensions · in keeping with pay increases for active staff. 

6. Examine normal retirement age and early retirement provisions 

and what, if any, provisions should be made for early retirement at 

the option of the organizations, whether ,,'i.thin or outside the Staff 

Retirement Plan. 

7. Examine .disab.ility pension provisi~ns, pCJ.rticularly in the 

case of the recovery of the pensioner in the light of the organizations' 

policies with respec~ to reemployment. 

8. Examine the adequacy of survivors' pension prcyisions and need for 

providi11g survivors pensions for spouses married by partici_pants 

t 

after their retirement. 

• 9 • Examine the position of a divorced spouse vis-a-vis a staff 

member's accrued pension entitlements. 

~ . 
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ol 

The consultant 1vill specify in detail the fin~1ncial 1.mpl~cc;ttions 

for. the Plans of alternatj_ve npproaches to tl-le above issues which 

in his opinion and that of the Steering Group, merit serious 

consideration. 

.· 

. ~· 

... 
" ., 
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Terms of Reference for · ~ Study . of ·the Staff Rctirc.m~nt Plan 
·of 'the Internation~<( ·Monctnry Ftmrl · · 

In compliance with the· decision of 'the Executive Eoard a study is 
to be undertaken jointly with the Bank of the· tY-ro institutions ' ::respective 

Staff Retirement Plans. This joint stu_dy is to. examine ther issues recom-

mended for review by the Joint Committee on Staff CoBpensation I$sues as 

nt)dified by the Executive Board, t_ogether with an examination of vays to 

maintain the value of pensions in relation to excha_nge rate changes as 

requested by the Executive Board. 

1. Specific areas ·to be ·studied 

(a) The Joint Committee- had recowmended that in deteimining the gross 

pensionable base) use should be made of e~ther (a) a formula based on the 

tax codes in a number of cotmtries with grossing-up based on average 

. ' 

deductions for the · U.s·. tax code a;nd compa~able methods for other conn tries, 

or (b) . a system based solely on the U.·-s. tax code and average deductions. 

It should be noted that the present formula in the Staff RetireQent 

Plan for grossing-up net salaries is based on the tax codes of a number of 

countries as descF~bed in (a) above. The present formula comprises the UN 

rates for staff assessments which were in effect in 1974~ the date of 

adoption of the formula _by the Fund and the Batik. The UN staff assessment 

schedule was des_igned ou the basis of a study of income taxes paid in 

seven countrie.s {Austria, Canada, France, Italy, Switzerland, United Kingdom, 

and United States), in which _the UN hes organization headquarters. The Fund 

conducted a study in 1977 -which conpayed the ~rossing-up formula with income 

tax rates (after aver_age deductions) in several countries in the OECD (Belgium, 

Canada, France, Germany, United Kingd~m and United States) • . The study sho~ed 
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; 

'} that th e. Ft;iHl's gro :.:-.. .: ng-up fr)r6tu a COL"?a1·cd reasonably "Well with the tax 
"" 

system of these co t-::1. tries .:: nJ consequently no ID?dific2tions were made at 

that tirr.-::- . It ' -m L:ld be us r:fu1. for the Fund to update the 1977 stud)_' to 

. determine 'W~lc: th f!T. ;-_.t;e rel<J:_ io ~1ships between the grossing-up formula and 

income taxes at v2r-io us incc~u~ levels in these countries continue to be 

appropriate in · 1 .~-L:n: of th e possible changes in fncome tax L"a.tes since 

1977. 

With respec: ~: to (b), it should be noted that in the course of the 

discussion in th~ · E:-·.c cutive Board of the Fund, a num!Jer of· Executive 

Directors and the 'Xan_agi_ng Director stated that a cha.nge in the Fund's 

tax reiroursemen t: system· for U.S. nationals to a sys tew employing average . 

oeductions shoul d not be regarded as having any implications ·for the 

Staff Retirement Plan . In particular, it ~?S stated that an alignment 

of ~he Staff Retirement Plan grossing-up factors solely -with the U.S. 

tax code \..ra::: uncL::sirable and sho"uld. not take. place. Consequently, the 
. ~ 

joint study should undertake a review of the grossing-up factors along the 

lines of the 1977 study conducted by the Fund. 

(b) The stv ~ .:y will ey..a~e ways of protecting acquired pension 

entitlements of the staff who may retire i:o countries \..,here these entitle-

· ments may have been stro_ngly affected by fluctuations in exchange rates and 

-inflation rates duri_ng th~ employee's career. This study 'Will also include 

a revie'W of the current method to protect the post retirement value of real 

pension entitletnents in countries. other than the · Unit:ed States. 

(c) A revie'W of the present rate of accrual of pension entitlements 

will be conducted in conjunction with 2ny recommended cnange in the methodology 

for determining .pensionable remuneration including the period over ~hich 

the Highest Average Remuneration is deterQined. 

< • 

.. 
•• 
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(d) Taki.ng lnto account the issue.:§ to be studied above, the joint: 

review should also ey..am.ine whether the regular rates of contribution of 
~ 

participants and the respective employe1~s -would be adequ41.te .to fund 

future costs of the Plan. 

(e) A review of the possible · legal obstacles to any changes in the 

respective Staff Retirement Plans will be made a'long with a study of possible 

transitional arra.ngements. 

In addition .. to. the above issues., ~hich ~ill be studied jointly by the 
.· 

Fund and the Bank, each organization m2y decide to consider for separate 

review other issues of special concern to it. Each organization rray call 

upon the consultants and actuaries to assist in these studies onder 

separate accounts. 

2. Conduct of·study 

A joint Fund/Bank staff committee composed · of }ressrs. ------" ______ , ·from the ·· Bank and ~.e.ssrs. ----=---
... from th~ · Fund t .ogether \<lith one representa-

tive from each of the · two Staff Associations will direct the conduct of the 

study. The · joint staff committee will direct the work of.the consultants and 

will appoint and · direct task. groups composed of selected staff membeTs "'~ith 

particular technical knowledge in . the areas selected for study. The joint 

staff committee will' roee·t · periodically with the consultants and the task 

groups entrusted ~ith the special assignments (e.g., updati?g of the national 
........____--. .· 

income tax study, maintenance of pension values, etc.). ----------Studies prepared by the task groups ~ill be made available to the 

consultants. The joint staff committee ~ill review the studies prepared 

by the consultants .and the task groups. Under ·its gcncxal direction~ the 

cons.ultants will be responsible for the · preparation of a report which wi11 
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contain their concl u.s ions and rr:co~"!ndJ tj on~ togc t:, c.: r ~-i th ~ r . t ~~n r~i a_lly 

based estimates of the financial implicztions b.f 2ny' Jr.D dific:J tj o n s in the 

respective Staff Retirement Plans. · This r e port wil l b :.; sub mi. t i..·r: d to th e 

ChairiiBn of the Administration Committee of the F\ ;rt.-~ 2~1 d the C.lu:L rrr.an of 

the Pension Benefits Administration Corr::ritt c. e 
of ~~(!!V 

.· 

·. 

_ (" 

< ' 

.. 



1. 

MEMORANDUM TO THE EXECUTIVE DIRECTORS 

S~bject: Staff Compensation: Interim Salary Adjustment· 
and Change in Review Date 

DRAFT 
RAClarke:ean/am 
July 1, 1980 

This memorandum proposes for the consideration of the Executive 

Directors: 

2. 

- an interim salary adjustment to be effective September 1, 1980 

in view of the delay in the completipn of the ongoing compre­

hensive review of staff compensatiqn and the continuing high 

rate of price inflation in the Washington area; 

a change in the effective date of annual compensation reviews 

from March 1 to July 1 . 

As Executive Directors will recall, the main objective of the current 

staff compensation review is to establish appropriate compensation levels as of 

March 1, 1980. Since it was clear that Board decisions on compens~tion changes 

based on the Hay survey, which forms the basis for .the review, could not be ex­

pected before November or December, on March 13, 1980 the Executive Directors 

agreed to a general salary adjustment of 8.3% effective March 1, 1980 and to re­

examine this interim increase in the light of decisions based on the Hay survey 

with a view to retroactivity should a larger increase then be warranted (XM80-7/l 

of March 25, 1980). The survey has encounter~d delays, due mainly to the over- . 
• J 

riding importance attached to its ·thoroughness and quality by Executive Directors, 

management and staff alike in order to ensur~ · its acceptance and credibility, com­

pounded by difficulties experienced in establishing job matches with comparator 

organizations in France. Although in terms of total time the delays are not 

great for an undertaking of this complexit~, their impact is such. that the survey 

results will not be available much before the end of the year so that Board 

decisions are unlikely to ?e reached before March 1981," a full year after the 

effectiveness of the 1980 decision on interim action. 

3. In the meantime price inflation is eroding staff incomes at an 

historically high rate. The Washington Consumer Price Index rose 2.46% l/ over 

!/ The national CPI rose over the same period by 3.6%, ~quivalent to an 
annualized rate of 15.2%! The Washington CPI movement February-August 
will be inserted when data available (about August 22). . 
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the three months February-May 1980, equivalent to an annualized rate of 

10.21%. 

Bank 

4. 

5. 

Procedures for Salary Adjustments 

The Joint Committee on Staff Compensation Issues recommended that: 

"(i) there should be annual surveys of the compensation levels 
of the matched jobs in the selected United States private 
sector and Civil S~rvice comparator organizations and, for 
support staffs, in the __ selected United States Government 
agencies. It would be for the Boards to decide on the basis 
of proposals by managements, made in accordance with 
established policies, how any increase should be divided 
between across-the-board and merit adjustments. 

(ii) after an initial period of three years, there should 
be a comprehensive review, when the competitiveness of the . 
selected comparators would be tested nationally and inter­
nationally. Job matches would be reexamined, the organizations 
to be included in the sample reviewed, and thePe would be a 
full-scale sUY~Vey of levels of compensation in the United 
States pPivate sector' and the United States Civil SePVice 
measured against compaPable positions in sevePal other' 
countries. . These compPehensive Peviews would continue 
to be held every thPee years unless, afteP the fiPst Peview, 
the Boards decided that a .. longer pePiod between reviews 
would be justified though the pePiod should never exceed 
five yecws. " , 

(Joint Canmittee Report paY~agraph 10.16} 

Whilst generally supporting the Joint Committee's approach, the 

Executive Directors were concerned at the implications of the continuing erosion 

of the premium -historically enjoyed by US pay levels and the changing attitudes 

of the US Government towards the pay of its civil service. They, therefore, 

agreed that: 

"(i) thePe should be a compPehensive Peview of staff compensa~ 
tion every third year' and in the intervening year's pay · should, 
in no~al ciPcumstances, be adjusted in the light of movements 
in the pay levels of compaY~ator organizations in the chosen 
markets; 

(ii) in abnormal situations as at present, pay adjustments 
in the intervening years should also take account of pay 
movements in real terms among comparator organizations in 
other countries and, in the case of the US market, should 
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not be subject to sharp deviations. from market forces 
as a result of changing US Government attitudes towards 
the pay of its civil service." 

The general practice of other organizations as regards salary 

adjustments (except those related exclusively to merit) is summarized at 

Annex 1. 

Proposals for Further Interim Adjustment 

7. The fact that the March 1 adjustment was not "final," the unavoidable 

delay in the finalization of the 1980 adjustment and the continuing high rate of price 

inflation in the Washington area,all point to the need for a further interim 

salary adjustment. This is reinforced by the practices of other organizations -

pay increases of both French and German comparators provide for real income 

growth (and in France, where the inflation rate is comparable to that in the 

US, are made quarterly), in the UN are triggered automatically whenever price 
price ~evel related and 

levels rise by 5% and in both OECD and ~C ar~/granted twice a year. We, 

therefore, propose an interim salary adjustment for all staff effective 

September 1, 1980' midway i~ our present review year, of 4% 1/, equivalent to 

80% of the price level rise since February 1980 as measured by the Washington CPI. 

8. Board decisions · early next year in the ligh~ ~f the Hay survey will 

establish appropriate compensation levels as of March 1, 1980 and thus may result, 

for some staff at least, ·in further salary adjustments retroactive to that date. 

In order to avoid the complications which would otherwise arise should any such 

retroactive adjustments be found _warranted,and since the interim adjustment we now 

recommend is based on developments since that date - and as such is in effect an 

advance on account of the normal spring 1981 salary adjustment-we recommend that 

11 Subject to change in the light of the six month CPI movements. 
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it be given in the form of an interim salary supplement outside the salary 

structure. As in the case of the November 1973 interim adjustment when the 

same approach was taken, such an interim supplement based on salaries as 

of September 1 would lapse on the effective date of the spring 1981 adjustment • 
. 

The supplement would be pensionable and applied to the calculation of overtime 

pay, shift differentials, contributions and benefits under the Staff Retirement 
, 

· and insurance plans. The salary ranges ·would not be changed and January 1981 

merit increases would be granted on the basis of present salaries and salary 

ranges. 

9. It may well be argued that to grant such an interim increase at 

this time would serve to exacerbate the problem if decisions· taken in the 

light of the Hay survey show present compensation levels (i.e. as of March 1, 1980) 

to be too high for some or all staff. This argument would be valid only if it 

were intended in such an event to freeze or abruptly reduce salaries. Such a course 

would be in keeping neither with the general practice in such circumstances nor 

with the Bank's .reputation as a fair employer. Rather we would intend that: 

(a) new staff should be paid at the appropriate market 

related salaries from t!:e outset; 

(b) for existing staff the necessary adjustment should 

be phased over a period of years by granting lesser 

general salary adjustments than would otherwise be 

appropriate until the desired relationship with the 

market is attained. 

It is obvious~y impossible to be precise at this stage since the details must 

depend upon the extent of overpayment, if any. However, we think it most unlikely 
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. 
that we would propose a future general salary adjustment of less than half 

that which might otherwise be appropriate. Even if adjustments in the years 

between major reviews are in future confined to pay movements of US comparators, 

particularly given the commitments recently made by leaders of both political 

parties for major tax cuts in 1981, it seems. improbable that the spring 1981 

review would result in the .normal course in a g.eneral adjustment of less than 

8% in net terms whereas we are presently proposing a 4% interim adjustment. 

Change -in Review Date 

10. Over recent years the March timing for annual adjustments is 

increasingly creating complications which we believe need to be addressed. The 

current timing of the ongoing review adds to these complications. We, therefore, 

also propose a change in the effective date of the annual compensation review 

from March 1 to July 1, starting with the spring 1981 review, since: 

(a) the March 1 date was adopted in 1974 to coincide with 

the tw~lve month period Februqry-February over which 

cost of living movements were measured to provide the 
,. 

main basis for general salary adjustments. 

The Washington CPI is no longer published for February so 

that a March 1 date would l0se its rationale even .if price 

inflation were to continue to be a factor in the determina-

tion of pay adjustments; 

(b) if ·_comparator pay movements are to form the basis for any 

pay adjustments in the years between major review, March 1 

is also inconvenient. Comparator salary· increases take place 

at different times: 

us the majority effective January 1 
usually determined in advance; 
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generally quarterly on the basis 
of COL change with a final real 
income adjustment retroactive to 
January 1 - the precise amount 
can only be determined later when 
COL indices are available; 

almost universally retroactive to 
January 1 although decisions are 
rarely taken before end March or 
later. 

Thus,with the possible exception of US comparators, it 

is impossible to obtain up to date information on comparator 

pay movements to enable decisions on pay adjustments in the 

Bank to be made effective March 1 without involving substantial 

retroactivity. Even in the case of US comparators·, experience . 

shows that they would prefer data collection visits to take place 
:}. 

later than February since prior to that time they are preoccupied 

with end year accounts and ~over~mental reports. Moreover, in the 

present era of currency instability it would in any event be 

undesirable to rely solely on U$ comparators even if they continue 

to .form the main market. A July 1 review date would permit data 

to be collected 'from all comparators in April/May for Board decision 

in June, thereby avoiding the need for retroactivity; 

(c) a change or review date could have symbolic importance as 

signifying the introduction of a {>ltop;rctt;) generally accepted 

and firmly based program of staff compensation; 

(d) July 1 coincides with the start qf the Bank's fiscal year -although 

not that of the IMF - May 1; 

(e) there are distinct advantages in greater separation in time 

between merit increases (January) and a general salary adjustment; 

I 
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(f) July 1 follows the ~nnual round of merit increases 

in both the Bank and IMF (May .1). The fact that 

March 1 falls after the Bank but before the IMF 

merit increases has caused problems of coordination 

in the past. 

Although we believe such a change desirable as a per.manent feature, its introduction for 

the regular spring 1981 review would have the added advantage of allowing sufficient time 

after the decisions on the Hay survey to collect up to date data from all comparators or 

to adjust to a different approach to compensation review in the years between major 

surveys if that were decided upon. If our recommendation is accepted there would be 

sixteen months between the effective dates of the 1980 and 1981 adjustments which we 

would propose to accommodate by prorating the amount of the adjustment which . would other-

wise be appropriate on March 1, 1981. 

11. 

Summary of Recommendations 

Accordingly we recommend that the Executive Directors approve: 

(a) •n interim general salary adjustme?t of 4% for all . 

Headquarters staff effective September 1, 1980 to be 

given in the form of an interim salary supplement which 

will lapse on the effective date of the adjustment 

resulting from the normal spring 1981 compensation review; 

(b) a change in the regular annual compensation review date 

from March 1 to July 1. comme~cing with the spring 1981 

review.!/ 

. I For PMC only- we have advised IMF that we are giving consideration -to a change 
in review date but have not gone into details. 
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Organization 

US private sector comparators 

US Civil Service 

French public & private sector 
_comparators 

German public & private 
comparators 

UN: Professional staff 

UN ·New York: Support staff 

OECD 

EC 

Compensation Department 
June 27, ·1980 

General Salary Adjustment Practices 

(other than increases related solely to merit) · 

Basis for Adjustment 

1. Competitiveness in relation to other 
leading employers 

2. Economic factors, including ability 
to pay 

Comparability with generality of US private 
sector (may be distorted by weighting in 
favor of lower paid or incomes policy 
considerations) 

Real income growth target agreed in advance 
(at senior levels comparability may ~e 
taken into account and considerations of 
income distribution or general incomes 
policy apply) 

Industry by industry negotiations 
Emphasis on productivity and ability to pay 
(for past several years has resu~ted in 
significant real income gains) 

Price level change 

1. Survey of leading local employers 
2. Price level change (introd~ced 

February 1980 

1. Weighted average movements in real 
terms in selected member country 
civil services (no comparison of 
pay levels) 

2. Price level change 

Similar to OECD except different member 
country civil services (excludes 
Canada, USA) 

ANNEX I 

Frequency of Increases to Staff 

Once a year on individual performance 
basis 

Once a year 

Usually Quarterly with adjustments in 
final quarter · if necessary to attain 

·target. Semi-annually in some private 
comparators 

Once a year (retroactively to January 1) 

Automatic whenever price levels increase 
by 5% and remain at or above 5% for 
four months 
% increase equivalent to 80% of price 
~evel c~ange 

1. Annual 
2. Automatic and immediate whenever 

price levels rise by 5%. % increase 
equal to 90% of price level change 

1. July 1 adjustment in line with 
civil service real pay movements 

2. January 1 full six-month COL offset 

As for OECD 
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MEMORANDUM TO PMC 

F/I STAFF DEVELOPMENT REPORT 

?ite!C~ 4 ~~~ 
STRICTLY CONFIDENTIAL C~ · ' 

DECLASSIFIED 

SEP 1 8 2013 
WBG ARCHIVES 

1. We have, for some time, been involved in the F/I staff development 
project. This project covers 616 staff members or 11.1% of the total staff 
on board.· It has now reached a critical point where a number of decisions 
on the scope of the project as well as deployment of recources need to be made. 
The purpose of this memo is to inform the PMC of the course that we have 
adopted, to alert the members of the PMC to the issues we are likely to confront 
and to elicit any views that the PMC members have on how we plan to proceed. 
The course of action presented is based on the Bank's continuing need for the 
types of skills of the F/I staff which includes all assistant-level staff 
(e.g. Research Assistants, Personal Assistants, Operations Assistants, etc.), 
with the exception of Staff Assistants, whose duties include some secretarial 
tasks. 

I • BACKGROUND 

2. As the PMC may recall, in 1974 the issue of career paths for specific 
groups of staff,including J-Q staff in support departments, secretarial/clerical 
staff and staff at levels F/I was a subject of attention and task forces were 
established. The report of the task force on F/I stated that the Bank could not 
provide career development opportunities for assistant-level staff in more special- . 
ized positions normally filled through outside recruitment. The report recom­
mended that these staff should be employed on a fixed-term basis. This recom­
mendation was not accepted by the Bank and following discussions with managers 
and the Staff Association it was decided that a Joint (Staff Association-PMD) 
F/I Staff Working Group be established to conduct a study of assistant level 
positions, career growth opportunities and obstacles and make recommendations to 
the Personnel Department. Formation of this Working Group was announced in 
November 1976 to all staff. 

3. The Group, comprising four members from Personnel and four Staff 
Association appointees working mainly on their own time, began its work in 
February 1977. They set themselves the task of studying the Bank's needs for 
F /I staff and, in light of these n ~ .eds, determining whether assistant-level 
career development opportunities were unduly constrained. In early 1978, the 
Working Group collected detailed position descriptions from F/I staff. With 
the help of an external consultant, these descriptions were analyzed and 
occupational categories were identified. During the remainder of that year, 
a preliminary ranking in order of complexity was carried out. Studies of 
constraints on F/I staff development were also undertaken, and alternatives 
to present policy were formulated. · Progress in this study was halting and 
intermitten~, however, with attendant consequences on the morale of F/I staff. 

4. In mid-1979, the effort was resumed in earnest and the resources devoted 
to this study were increased by the addition of a second external consultant: 
He and his colleague interviewed a broad sample of over 100 F/I and other staff 
to confirm and augment the written position descriptions, to develop standards 
for a defensible regrading of F/I staff, and to supervise this regrading. 
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II~ CURRENT STATUS 

5. Building upon the Joint Working Group's activities, a grading team 
comprising representatives from COM (1), P}ID (2), the Staff Association (3), 
and an external consultant has been working full-time on grading matters since 
February 1980. Additionally~ two PMD staff have prepared proposals on other 
policy issues related to the F/I situation (paragraph 10), 

6. The objective of all t hese efforts was to arrive at a coherent 
system, before the end of FY80 , which would put each of the F/I positions into 
a proper salary grade related to the complexity and responsibility of each 
job. In addition, the project was . to determine whether specific assistant­
level positions warranted career development opportunities, an aspect to 
which F/I staff have consistently attached particular importance. Not all 
of the foregoing objectives have been accomplished. In fact, despite the 
full-time work by the grading team, further complexities and needs _for 
qonsultation have emerged; these have added to the time needed to complet~ the 
work. 

7. So far, a classification system for F/I positions has been developed. 
All F/I positions have been classified into five levels of relative difficulty, 
not linked to the current Bank grade structure. This is an interim step in the 
process of grading them into the Bank pay structure. At this time we cannot be 
sure what the outcome will be, namely when and where these positions fit into 
our present grade structure. However, of the 616 F/I staff, some 60% seem 
likely to remain at their present relative level in the Bank, while a small 
number, say 20, seem likely to qualify for a relative ranking higher in the 
salary category than the current highest support staff grade of "I". A larger 
number seem likely to be ranked relatively lower than they currently are. 

8. Aside from being properly anchored into our grade structure, the 
major concern of the F/I staff, and of the Staff Association in relation to its 
F/I members, is the development of career paths. We regard this as an essential 
element of the remaining tasks. In fact, to terminate the project now without 
developing career paths would in all likelihood precipitate a great amount of 
unrest amongst F/I staff and lead to unproductive consumption of staff time 
including that of PMD. 

9. To complete the rema1n1ng tasks a work program has been prepared. 
The program's ~in elements and the time schedule for its completion are 
outlined briefly in the Appendix. According to the schedule, we expect to 
be able to communicate new grades, career paths and revised policies to the 
F/I staff in April 1981. We believe we can contain further aggravation to the 
present F/I morale problem if the project is completed before the end of FY81 
and if decisions on other policy matters, related to the F/ I problem (inter­
national vs. local recruitment, tenure and retroactivity) are taken within 

~ the very near future. (See paragraph 10 below.) 

10. While the effort needed for grading and establishing paths for F/I 
staff determined the overall calendar of the work program, the other policy 
issues referred to in paragraph 9 can be handled in parallel and we would hope 

-can be brought to definitive proposals at- the end of summer 1980. Our- current 
bias as to the question of whether F/I staff ought to be recruited locally or 
internationally is in favor of maintaining the current system for local 
recruitment. As to tenure, considering that a substantial number of F/I staff 



3 -

are on fixed-term appointments, our basic posture of aiming at the Bank having 
a career staff is of great weight but it is premature at this stage to be 
precise .on the outcome of the analysis. (Associated with the latter issue are 
questions of possiole safeguards for incumbents as to both .grade and tenure.) 

III. CONCLUSIONS 

11. We feel that commitments already made and the length of the study to 
date compel us to fulfill the project in the manner outlined in the Appendix. 
We have already acquainted the Executive Committee of the Staff Association 
with the essence of the program. They realize that this is the way to proceed. 
We now propose to advise F/I staff and their supervisors of our plans. 

Personnel Management Department 
July 3, 1980 

.... 
! 



\l'Pl'~DT :·: I --- . 

I 

F/I STAFF DEVELOPHENT PROJECT: 
, 

PRELININARY WORK PROGRAM TO COMPLETION 
I• . 

No. TASKS SCHEDULED PERIODS 

1. Consultations with Staff Association and June 1980 /June 1981 
communications with F/I staff Completed 

2. Completion of grading F/I positions Completed June 19 80 

3. Completion of 'Anchoring' Grading Team's 
five levels to the Bank's present grading June/July 1980 
system of A-Q 

4. Review of Grading Team's output for consistency June/July 1980 

5. Briefing of senior-level decision-takers on July 1980/ 
project January 1981 

6. Completion of policy formulation on F/I July/ 

I related matters September 1980 

7. Education/training of POs/PAs on ' July/ 
F/I matters September 1980 

8. Development of career paths for F/I positions July/ 
(e.g. , D/E/F) November 1980 

9. Formulation of Administrative Auditing arrange-
ments and design of suitable appeals procedures September/ 
for F/I grading matters November 1980 

10. Preparation of reports on F/I Project Prior to 
by COM_, PHD and PAB February 1981 

' ) 

11 . Nacro~1evel review and decision taki ng on grading November 1980/ 
and 'career pa thing' reconnnendations January 1981 

12. I Consultations with managers of F/I staff on output 
of decision-taking on grading, 'career pathing' and February/March 1981 
policy matters 

13. Presentations to management and staff on Grading January/ 
Team's methodo l ogy February 1981 

14 . Announcement of decisions on grading and career April 1981 paths to e.ach F/ I staff member 

' 
15 . j Proces sing of F/I staff resp onseE t q decisions April/June 1981 

l 



Record of Sixteenth Meeting of 

PERSONNEL MANAGEMENT COMMITTEE 

STRICTLY CONFIDENTIAL 

. 1. Mr. McNamara convened a meeting on July 7, 1980. Present were: 

Messrs. Stern 
Paijmans 
Cargill 
Qureshi 
Pollan 

Koch-Weser 

Mr. Chaufournier was unable to attend. 

Compensation Matters 

DECLASSIFIED 

SEP 1 8 2013 
WBG ARCHIVES 

2. a) Progress of Compensation Studies: McNamara remarked that 
progress was behind, with no likelihood of catching up the delay. He hoped 
t hat the PMC would be able to meet and consider all output at very early 
stages and that it. should to that effect receive the various documents (such 
as onpurchasing power parity, survey data, implications, options and recom­
mendations) before consultation with IMF and the Staff Association .·would 
start. McNamara also expressed concern about the seemingly short periods 
allowed the PMC for consideration following these consultations,One particularly 
worrisome aspect is the likelihood that A-I Bank staff is likely to be shown 
to have a higher remuneration than the outside market and this needs very 
careful consideration. 

3. Emphasis was also laid on the need to complete as early as possible 
the purchasing power parity report and to bring it to the PMC. There were 
some conceptual differences between the IMF and the Bank, the former leaning 
towards enshrining the need to address differentials "forever", while the 
Bank preferred to give growing weight to expatriate staff getting used to 
living in Washington after long tenure and thus suffering less from the 
st ing of purchasing power differentials. 

4. In conclusion, McNamara emphasised that any consultation with others 
on i tems arising under the Compensation Studies should not affect the PMC's 
fr eedom of taking decisions it considers appropriate. G 

5 . b) Staff Retirement Plan Study: Every effort ought to be made to 
r each identity of views with the IMF. But if this were not possible then the 
Bank may have to go a separate course. There should be no compromises on the 
depth and coverage of the study, and the Board may have tq be alerted in case 
t here was a tendency towards divergency with the IMF. The Bank should not 
accept, as apparently intended, IMF staff input as the sole raw material basis 
f or t he study - there was a need for appropriate and objective professional 
j udgment (e.g. of actuaries) likely exceeding the capabilities of IMF staff. 

6. McNamara decided that we would insist on a comprehensive study on 
which (i) appropriate professional judgment was brought to bear, (ii) that it 
s hould be handled jointly with the IMF, if possible, and (iii) that it should 
eventually be presented to the Board Compensation Committee. 
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7. c) Interim Salary Adjustment: McNamara asked that the question 
bf a new date for the annual salary adjustment review be kept separate from 
the proposal per se for an interim salary adjustment. The justification 
for such an adjustment was the faster than expected increase in the Washington 
Consumer Price Index, which had nothing to do with delays encountered in the 
Hay survey. 

8. There ought to be a redraft of the paper taking the foregoing into 
account - in fact, it could be much shorter than the present draft - to be 
presented to the PMC and for subsequent discussion in the Board Compensation 
Committee. Formal contacts with the IMF should occur only thereafter, 
though prior informal contacts will, of course, be necessary. 

9. There was some discussion about an apparent, possibly only semantic, 
difference with the IMF of whether the salary adjustment would be permanent 
or temporary - the IMF leaning to the former and the Bank to the latter. It 
was concluded that this was not really worthwhile pursuing: everybody on the 
staff would get the appropriate amount of the adjustment but there would be 
no modification of current salary categories until the Hay survey results, 
when analysed, justified such a move. 

Personnel Management Matters 

10. a) F/I Staff Development Project: The PMC took note of the PMD 
paper dated July 3. McNamara indicated that, while the calender proposed in 
the PMD paper was appropriate, there must not be (i) a point of "no return" 
in the discussions with the Staff Association or interested F/I staff which 
would constrain the PMC, and (ii) an automatic cross-over in the eventual 
system from the F/I stream into the Bank's professional ranks. 



July 24, 1980 

MEMORANDUM TO THE EXECUTIVE DIRECTORS 

Subject: Brandt Commission's Recommendation Concerning the 
Representation of Developing Country Nationals in 
the World Bank's Management Structure 

Recommendation: "Lending through international financial institutions 
should be improved through • • • 7. Giving borrowing l/ 
countries a greater role in decision making and management." 

Introduction 

1. The Report of the Independent Commission on International Development 
Issues under the Chairmanship of Willy Brandt makes a reference to the issue 
of greater power sharing with the developing world in decision making within 
monetary and financial institutions. "A special responsibility falls on the 
World Bank •••• In order to represent more fully the interests of its clients, 
we are convinced thit it should widen representation of Third World countries 
in its management.~ •••• Adequate representation of developing countries in the 
staff and management, consistent with objective standards of quality in 
recruitment, will be an important step in building confidence."l/ 

2. This paper describes our fundamental agreement with this recommendation 
of the Brandt Commission and explains our own reasons for wanting to increase 
the number of developing country nationals on the staff and consequently in 
management positions in the Bank. The paper examines the early history of 
developing country staff representation in the Bank, tracing the growth of 
their representation at the managerial level in recent years. Finally, the 

ll Willy Brandt and others, North-South: A Program for Survival, London: 
Pan Books, 1980, p. 291. 

~I Ibid, p. 275. 

ll Ibid, p. 249. 
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paper outlines the programs we are introducing to ensure a systematic and 
sensitive identification of relevant managerial potential from amongst Bank 
staff which, given the rising proportion of developing country nationals 
on the staff, should also lead to their appointment to positions of 
managerial responsibility. 

The Need for Stronger Developing Country Representation in the Management 
of the Bank 

3. The Brandt Commission has emphasized the importance of strengthening 
the role of developing countries in the management in order to share power 
in decision making on major financial and developmental issues, to represent 
the interests of the Bank's clients more full~ and to build the confidence 
of the Third World in our institution. The Bank believes that it is 
critically important to its international development role to continue to 
improve its relationship with the developing nations and to share with 
them decision making on major issues. This has been a major priority of 
the Bank in recent years, and we believe we have made progress in this 
direction although there is more to be done. Therefore, we fully endorse 
this recommendation of the Brandt Commission. 

4. From our own perspective, we have realized for many years the 
importance of increasing the number of developing country nationals not 
only in the Bank's management structure but also among the professional 
staff as a whole; and progress has been made in meeting this goal over 
the last decade (as will be described below in paragraphs 13-14). Today our 
reasons are even more compelling than they were in the past and arise 
directly from the way in which the Bank's role has been developing and 
will develop in the future and the increasing diversification of our 
operations. 

5. One of these developments is the shift from "infrastructure" lending 
to sectors where social structures and cultural factors are more important 
to success, for example, rural development, health, education, and rural 
water supply. Although rigorous technical and economic analyses play an 
all important role in preparing operations in these sectors, they have 
to be tempered by a basic sensitivity to and understanding of the social 
structure, aspirations, and cultural values of a developing country; and 
such assets have become as important as technical and economic skills. 
Therefore, we have an urgent need to bring into managerial and professional 
staff individuals who can apply and adapt their developing country experience 
and sensitivity to the Bank's operations. 

6. Related to the above is the increasing importance of country and 
sector economic policy initiatives aimed at improving the development impact 
of projects but which, at the same time, may have sweeping social effects. 
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Here again the perspective, awareness, and orientation of staff and managers 
from developing countries will be imperative in assessing and bringing 
about the desired consequences of such initiatives. 

7. Furthermore, the past distinction between developed nations as the 
donors of aid and developing nations as the receivers of aid is becoming 
blurred in some instances, with the growth of wealth within some developing 
countries. Such countries are already (or have the potential to become) 
capital contibutors in their own right, while at the same time continuing 
with their own internal development programs. It is important that their 
unique perspective is represented in the Bank and taken into account in its 
decision-making processes at the management level if the Bank is to operate 
realistically within the increasingly complex world of international relations 
and development. 

8. In summary, therefore, the traditional mix of technical/managerial 
skills, which will continue to be essential to the Bank and its membership, . 
needs to be widened. Both at the managerial level and within the professional 
staff as a whole, the aim of the Bank is to enri~h its insight and understanding 
by drawing on the experience which developing country nationals offer. The 
Bank has entered a time of great diversification of its operations. Just as 
advanced technical skills have helped the Bank maintain its high standards 
and expertise, so developing country expertise will help the Bank maintain 
its relevance and credibility in a dynamic world where priorities are shifting 
and new development strategies are emerging. 

The History of Developing Country Representation at the Managerial and 
Professional Levels 

9. Early in the Bankts 34 year life, there was little explicit recognition 
of the need for, or any consolidated effort made to ensure a significant 
representation of nationals from developing countries, either in the Bank 
as a whole or at management levels. The Articles of Agreement (V.Sd) set 
out two staffing requirements: the need to ensure that the selection of 
staff is based on the highest standards of efficiency and technical competence; 
in addition, there was also the need to ensure a wide geographical distribution 
of staff. The second requirement was for some time given relatively little 
emphasis because of the circumstance~ ) of the period. In the same way as 
capital finance in the earlyPostWorld War II era was available in very few 
places (primarily the United States), so the major accessible source of 
skilled manpower existed mainly in the United States, the United Kingdom, 
and a few other developed countries. In the war-torn nations, the task of 
reconstruction absorbed the available talent. In developing countries, the 
available skills were scarce and in great demand. So for its first fifteen 
to twenty years, the Bank drew largely upon a few leading industrialized 
nations for its supply of money and talent until the growing prosperity 
in other countries produced a new flow of resources. At the same time, 
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there emerged in the international community an active interest in exercising 
more influence over the growth of international development finance. 

10. The first reasonably sizable recruitment of developing country nationals 
into professional positions in the Bank begar· in the early Sixties. The largest 
of these groups came from the Indian Subcontinent where education, training, and 
English language proficiency enabled individuals to fit more1yeadily the Bank's 
mode of operation. By 1968, the Indian Subcontinental group- constituted 
one-third of the developing country nationals on the professional staff of the 
Bank. The only other developing country group of any size was the staff from 
Latin America. In total, the professional developing country staff amounted 
to 20 percent in 1968. 

11. In the following perio~ there was a rapid increase and diversification 
of the Bank's lending activities, and this coincided with a greater understanding 
of the- need to strengthen the- participation of the receiving nations in the 
World Bank~s task of financing development on an international scale. In this 
climate, the first sustained attention was given to increase the number of less 
developed country nationals in the Bank's professional and managerial staff. 
Already by 1972, the number of professional staff from developing countries 
had grown almost threefold from the number in 1968. This trend has continued 
since. Overall, the representation at professional levels of staff from 
developing countries has increased from 20 percent in 1968 to 33.7 percent 
today. 

12. The Bank's staff have the complex function to advise member countries 
in the crucial field of their development policy, and work on projects which 
have significant impact on the economic, social, and financial well-being 
of those countries. In the interests of its own membership, the Bank ha s 
never compromised on the qualification of its staff, and it has been the 
Bank's foremost concern to recruit very high-quality professionals with 
substantial experience. On entering the Bank as a professional, the individual 
would benefit from the experience of working in the Bank environment on a 
series of assignments. If successful and convincingly demonstrating the 
ability to manage others, the person will, after a period of years, have risen 
to a position of management responsibility. Given the time required to 
develop this management capability within the Bank, in the late Sixties 
some of the professionals from developing countries began to take their 
place in management alongside their colleagues from developed countries . 
By the early Seventies, an increasing number of developing country profess ionals 

!/ This group consists of India, Pakistan, and Bangladesh . 
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began to benefit from this development resulting in an increase in the number 
promoted to managerial positions. 

13. Over the last five years, the proportion of developing country nationals 
at the managerial and higher professional levels (division chief level and 
above) has incFeased from 19.2 percent in 1976 to 25 percent in 1980. This 
growth has been particularly evident and important in the Operations Departments 
where decisions are made on lending and where deyelopmen~al se~sit~v~ty 
and experience is especially important .to the Bank. (Of the 47 additional 
senior positions in Operations since 1976, 23 were filled by staff from 
developing countries.) 

14. The number of positions at the most senior level of the Bank's 
management (director level and above) increased from 81 in 1976 to 88 in 1980; 
and during that time, the number of senior managers in this category from 
developing countries increased from 16 to 21, almost entirely concentrated 
within the Operations Complex of the Bank. This represents 24 percent of the 
total number occupying these senior management levels. 

How Managers are Appointed 

15. As indicated above, managers in the Bank (with a few exceptions) develop 
through the professional ranks. The Bank is justified in claiming that it is 
unique among international financial or developmental organizations because 
of its size (about 5,500 total staff), the diversity of the professional and, 
in particular, technical skills needed to accomplish its development role, 
and the vast representation of almost one hundred different nationalities 
among its staff. In additio~ the Bank is an institution which has to offer 
its professional staff a career in order to attract and retain the required 
high quality and motivated talent capable of producing its primarily technical 
output. Therefore, the larger majority of the managers in the Bank have been 
developed from within. Over the last 5 years, 229 managerial and senior 
vacancies have been filled from within the organization by promotion, in 
contrast to only 28 recruited into managerial ranks directly from the outside 
to provide special skills not ~readily available within the institution. 

16 . The individuals who reach managerial positions in the way discussed 
enter the Bank in one of two streams. The larger stream i nsists of highly­
qualif ied professionals recruited in mid career with extensive pre-Bank 
experience in their field of expertise. The second much smaller group is 
young s taff with high academic training but limited work experience, recruited 
through a very competitive Young Professional Program. Professional staff in 
bo th of these streams are very carefully selected for their personal qualities, 
i ntegrity, intelligence, · a~d versatility. For an individual to emerge from 
either stream as a manager, such a person must not only possess these 
characteristics but, in a very testing environment, show the ability to lead 
and manage through a range of visible achievements, both in terms of professional 
skills and the display of managerial qualities. 
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17. Over time, therefore, there has grown up within the Bank a generally 
accepted and successful way of identifying managerial potential, based on 
the competence and achievement of the individual working in a demanding 
professional/technical environment. The staff who have achieved managerial 
promotions have done so because they have been able to demonstrate the 
qualities which the organization has come to recognize as indicative of 
management talent. However, with e growth in the size of the institution, 
the increasing diversification of the Bank's activities and the evolution 
of its role described above, the e is a recognized need for the Bank to 
widen the basis for assessing nagerial effectiveness and potential to 
give morewe~ght to the special sensitivities and insight which developing 
country nationals can bring t the managerial process. 

The Future 

18. It takes somewhere between 5 and 7 years for an experienced professional, 
from the date of joining the Bank, to develop to the level where the person · 
may be ready for consideration to an appointment at the first level of 
management. Twelve years ago, the higher level staff from developing countries 
represented 20 percent of the total. Today developing country nationals 
occupy 25 percent of all managerial and senior positions and 24 percent of 
the top management positions. This is a respectable achievement. It is 
recognized that the total number of developing country nationals at all 
senior levels as well as junior management levels could be better. However, 
the trend has been set to increase this essential participation, and the Bank 
is moving steadily in the direction of fulfilling this goal. The comments 
of the Brandt Commission have come at an opportune time to Qelp sharpen our 
perspective and underline our commitment. 

19. Meeting the goal of increasing developing country representation in 
management is a long-range and demanding task for the Bank. Management 
responsibility in the Bank is highly taxing and requires individuals not only 
with advanced professional and personal skills but also a lengthy period 
of experience within the Bank. It takes time to achieve results, and the 
institution has no direct influence over the availability of future managerial 
candidates in the outside world. 

20. ~At the more junior level of management, the key to progress in placing 
more developing country nationals is the increased recruitment of these 
nationals at· the professional level. Plans have already been established 
to achieve this goal in an even more concerted fashion than ~as demonstrated 
over the recent past. Once on board, they will benefit from the increased 
attention the Bank has recently been giving to the management and development 
of its human resources; and those with potential will succeed in securing 
managerial promotions. 

21. At the more senior levels of management, there may from time to 
time be specific positions where it will be desirable and appropriate to 
recruit highly-qualified individuals from outside, particularly from developing 
countries. We are especially alert to detect individuals in developing 
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countries with a particular skill or expertise which the organization 
urgently or specially needs and who are willing to consider international 
·service in the Bank. This will also present specific recruitment ·opportunities. 
However, the bulk of senior positions essentially demand extensive experience 
of the Bank's operations and will, therefore, continue to be filled from 
within with the help of more systematic and comprehensive methods for identifying, 
developing, and utilizing managerial talent among the staff. Developing 
country nationals will benefit from this process. 

Summary 

22. The Bank agrees with the proposals of the Brandt Commission to increase 
the participation of developing country nationals within the Bank's decision 
making and management. There are important reasons related to the development 
and diversification of the Bank•s role for increasing this participation. 
This realization has existed for some time, and the Bank has already made 
progress towards achieving this goal but recognizes the need in the coming _' 
years to do more. The task is both complex and long term because of the 
special nature of managerial responsibility in the Bank and the time it takes 
to develop managers from within. Nevertheless, the Bank considers this goal 
of the highest priority and plans to achieve progress through a combination 
of strategies--increasing the number of developing country nationals recruited 
at the professional level so that, as a result of experience within the Bank, 
an increased number will secure managerial appointments; an improved monitoring 
of the progress and potential of existing managers to find individuals suited 
to·· senior managerial responsibility, which will benefit developing country 
nationals along with other management staff; and there will also be the 
occasional recruitment, for special specific functions at a senior level, of 
developing country individuals who can offer the Bank unique skills or expertise. 
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1. I am enclosing a memo prepared for my signature setting forth the 
recommendations of the Senior Position Review Group composed of the Directors 
of COM, OPD, PAB and PMD. The paper is to be considered by the PMC at .a 
meeting during the week commencing July 28. Hr. Pollan will arrange the 
specific time and date. 

2. 
namely: 

3. 
PMC of 

Encl. 

I concur with the rec-ommendations of the Group, except for two, 

CPS Upgrade UNDP Project Manager, 
THT (level M to N) Page 6 Item (c) 

CPS Upgrade Education Advisor, 
EDC (level M to N) Page 10 Item (e) 

Mr. Pollan is familiar with my reservations and will acquaint the 
them. 
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OFFICE ME~v~ORAf\JDUiv1 
TO · Vice Presidents DATE : February ,2~,. 1980 

rR0~·.1 : Hartijn J .t-!.H. Paijmans, Vice President, AO/? 

SUBJECT : Senior Position Planning for FY81 

1. The purpose of this memorandum is to initiate the FYSl Senior 
Position Review. Since last year's Review, ttTe have evaluated the previous 
system and concluded that basic changes in the conceptual framework and 
administrative procedures for Senior Positj.on Planning are necessary. Some 
of these changes are being introduced this year as explained below. Others 
will be implemented after further study, eJaboration, and consultation, and in 
coordination \vith related developments in I·ersonnel management--such as the 
development of a management succession plar·ning system. 

2. Our objectives in modifying the f.enj.or Position Planning system 
are to: 

a) Ensure position decisions ref:ect organizational needs and are 
not inordinately influenced by the interest of units in specific 
individuals or .by the personal interests of incumbents or 
prospective employees; 

b) Relate Senior Position Plannirg more closely to the Bank's 
longer term bu3::ness planning and organizational developa1ent, 
and coordin-3.te this planning v·ith management succession 
pl~nning and personne~ adoini~tration of staff in senior 
positions; and 

c) Increase the rationality and efficiency of these activities. 

3. Beginning in FY81, Senior Positions will be split into 
t\·lo groups which will be administered differently:--managerial positions 
(l~vels 11-Q) ~.nd senior staff secialist positions (levels N-P). 
Managerial positions include Vice Presidents, Department Directors, 
Deputy and Assistant Directors, Division Chiefs, and H level ataff 
whose jobs include substantial managerial responsibility.l/ Chief 
Economists, N level Senior Economists, and Program Coordinator~ are also 
considered to be in the "manager" category for the purpose of Senior Po~ition 

·Planning. Senior Staff Specialists include Advisors, Special Assistants, 

1./ For the purposes of the FY81 Review, these include all p~sitions presently 
identi.£ieJ as "H-:-tanagerial" in the attached Senior Position Schedules. 
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etc., who do not fall under the definition of a manager, and whose positions 
nave been graded at level N or higher.!/ 

4. The basis for this distinction is that: 

i) The managerial grade profile is a function of the Bank's 
organization structure and rules relating the growth in 
managerial positions to growth in staff, taking into account 
span of supervision and judgments made by the departments 
responsible for reviewing requests for new positions regarding 
th~ complexity/sensitivity of the work supervised (see para­
grnph 5 below); and 

ii) SeHior staff specialist positions, on the other hand, are 
crf:ated because the Bank needs advice and technical expertise 
an<' skills (likely to vary in nature over the years). The number 
ant variety of specialist positions is a function of the Bank's 
buf.iness plan and the advice and skills the Bank needs in discrete. 
arf as. 

The grade profile of managers will be carefully monitored to conform with 
existing organi2ational policies (see paragraph 5 below). The number of 
senior staff specialists, however, is not of particular interest in itself. 
What is of intet·est is whether these positions are fully justified when they 
are proposed to be created, and continue to be justified over the years, in 
light of change~ in the Bank's needs, business perspectives and programs. 

5. For managerial positions, the rules we have used in the past for 
creating new units in Projects departments will be reviewed during the year 
ahead by OPD, and similar rules will be established for other major functional 
groups 11 including the specialized (non-operating) department·s. The OPD 

ll Staff specialists in restricted M level positions are also sho~vn in the 
attached Senior Position Schedules. Although in the future these may no 
longer be considered as part of the Senior Position Planning system and 
may be administered separately, this year we will review requests to add 
or reclassify restricted M level positions under the same procedures for 
N and above senior staff specialists. Restricted M level staff specialist 
positions fall into two types: Category I specialist positions are limited 
to a specific number within functional specialit~es having more than one 
higher level position in a department. Examples are Senior Economists 
in DPS and Senior Programming Officers in PAB. Category II specialist 
positions are unique higher level positions (such as Accounting Systems 
Adviser, CTR, or Resident Representative, Nepal) classified at the M 

~ level. 

2/ The present rules for the creation of new Projects divisions are that a 
division can split upon reaching a size of 20 or more higher level 
staff, and that sectoral groupings of two or more divisions can add 
another division as long as a minimum average of .ten higher level 
staff per division is preserved. The rule for addition of Assistant 
Projects Directors is that the average number of divisions per Assistant 
Director should not ex;;eed four. 
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study will co1nmence in the spring of 1980, and will provide a fresh organi­
zational policy for managerial positions (in~luding the management of 
economic work) to be ready in time for the FY82 Senior Position Review. 
PHD, COH, and PAB will also be involved. It will address the criteria to be 
used in evaluating requests for changes in management structure with regard 
to such factors as span of supervision, the complexity and sensitivity of 
the work supervised, and the extent of technical responsibilities embodied 
in various Bank managerial jobs. For the FY81 Review we will consider 
proposals for changes in managerial positions as in the past. Thus, please 
provide a detailed organizational rationale for the requested changes and 
explain how th£ ~ new organizational arrangement relates to your work program 
and efficient n:anagement of the units affected. We will monitor the effects 
of the proposec' changes 'on the Bankwide managerial grade profile. Please 
note that requtsts for additional managerial positions should be consistent 
with your FY81 budget submission to PAB. 

6. For ~enior staff specialist positions, control in FY81 will be 
exercised not hy placing statistical limits on the number of positions, 
but by tighten: .ng up the review· procedure as follo"t.;s: 

a) Fc·r existing senior staff specialist positions, a review 
of whether there is a continued need for the particular skill 
or expertise will be conducted when the incumbent leaves, before 
sEeking a replacement. The review will be similar to the review 
f0r new positions described below. 

b) Fer proposed new or upgraded senior staff specialist positions, 
o~r review will be based on the following information, which 
s~6uld accompany the request: 

(i) A full job description in the standard form (copy attached); 

(ii) A detailed statement of the need for the work described in 
terms of specific actual or planned Bank activities covering 
FY81 and beyond which would be affected by having (or not 
having) the position, emphasizing the changes in Bank work 
which give rise to the need; !/ 

(iii) A statement of how the proposed work fits into the department's 
work program, ·including an analysis of alternative ways of 
accomodating the new tasks by reallocating the department's 
resources, including existing senior specialist positions; 

(iv) If the work is presently being done in some form, a statement 
of whether the tncumbent will be considered f ·or the new or 

!I In reviewing the request, we will consult with a variety of Bank managers 
concerned regarding the need for, and priority of, the work in question at 
the level of expertise that is envisaged. 
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upgraded position, and the extent to which the work is 
designed to fit his/her cnpabilities; and 

(v) An estimate of how long the position Yill be needed in its 
proposed form. 

1. · In parallel with these developments in the Senior Position 
Planning System, PHD is preparing proposals for strengthening the career 
planning and manag~ment of senior level staff in a comprehensive management 
development system. The purpose is to plan and coordinate personnel 
actions which serv~ the Bank's interests and which further to the extent 
possible, the care;r interests of senior staff. Among other measures, PHD 
is developing a ma1agement succession planning system. A new short term 
assignment program for senior level staff is also being considered, which 
\-muld serve as a tJol to bring special skills and knmo~ledge to bear on 
certain Bank needs which can be best addressed by such staff, and provide 
additional flexibility in career management of senior staff. 

8. Planning senior position needs beyond one year was attempted 
several yea~s ago, but encountered problems and was ultimately dropped, 
even though the co 1cept had validity. The problems ~·iere that managers 
tended to overstat~ their near term requirements and understate their 
longer term ones (";hich reflected the lack of a meaningful relationship to 
the Bank's busines3 planning), and to treat the Senior Position Planning 
Committee's accept1nce of their longer term "plans" as a commitment, when 
in fact there was .1o rigorous evaluation of the senior position changes 

. . . 

they indicated wer~ needed. In light of the developments mentioned in 
paragraph 7, the d·~sirability of making a fresh attempt at longer term 
position planning s eems clear. Thus, commencing with the FY81 Revie~;, we 
ask you to provide not only your requests and justification for the upcoming 
fiscal year, but also to identify known, likely, or desired changes in the 
status of specific senior positions (both managerial and speci~list) for 
the t'tvo follo'tving years. For the planned changes, a short writ ten rationale 
should be provided, touching on the budgetary, organizational, classification, 
and personnel issues involved. This statement should be consistent with 
your and PAB's lending and work programs, and will help us lay the foundation 
for a management succession planning system and to identify in advance 

. organizational or staffing issues which need attention. Of course, the 
decisions regarding these positions 'trill be made only at the time they are 
formally proposed, and on the basis of the information described in para­
graphs 5 and 6 above. 

~. Administrative procedures for Senior Position Planning are 
being modified as follows: 

a) An Assistant Director of P''!D ~vill be given responsibility under 
the Director's guidance, for coordinating all activities relatin3 
to management development, including Senior Position Planning. 
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b) After recelvlng the initial responses from Vice Presidents, 
specific requests will be evaluated by PHD, COM, OPD, or 
PAB depending on the nature of the issues raised. All four of 
these departments will be consulted on the proposed recommenda­
tions before they are finalized. You will, of course, be 
given the opportunity to comment on these recommendations 
before they are submitted to the President for decision. 

c) Under the revised Senior Positior . Planning system, there 
should be little need for ad hoc requests for senior positions, 
i.e. requests outside the annual review. In cases where an ad 
hoc decision is needed, the requEsting manager should provide 
the information described in parcgraph 5 or 6 above as appropriate, 
and PMD will ensure that approprjate consultation takes place 
with COM, OPD, PAB, and yourself before the final decision is 
made. · 

Timetable for the FY81 Senior Position Review 

10. The tining of this year's review is intended to be coordinated 
wi~h the preparation of FY81 Work Program and Budget Requests. Thus please 
prepare the FY81 Senior Position requests and FY82 and FY83 plans in concert 
with your budget submission to PAB. 

11. The attached Senior Position Schedules provide, in a new format, 
current senior position information for your cepartments. These schedules 
should be updated to include your requested ctanges for FY81 and plans for 
FY82 and FY83. For FY81 proposed changes, please provide the information 
described in paragraphs 5 and 6 above. For FY82-83, as reflected in the 
updated senior position schedules, please provide the information described in 
paragraph 8 above. The rationale should, of ccurse, be consistent with your 
lending and work programs as agreed with PAB, and address organizational 
and staffing expectations. 

12. I would appreciate your providing the material requested to Mr. 
Jennings, Assistant Director, PMD, by March 21. 

BOBabson:jpb 
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VP Group 

Eastern Africa 

FY81 Senior Position Planning 

Statistical Summary of Requests 
and Recommendations by Vice Presidency 

Requests Approvals Denials 

Add 2 level N 
Add 2 level M 

4 

2 
2 
4 0 

Western Africa None 

EMENA 

LAC 

South Asia 

East As~a. l/ 
and Pac1f1c-

CPS 

DPS 

OED 

~ Finance 

Add 1 level 0 
Add 1 level N 

2 

Add 1 level 0 
1 

Upgrade 1 level N to 0 
Upgrade 1 level L to M 

2 

Add 2 level N 
2 

Upgrade 1 level N to 0 
Add 4 level N 
Eliminate 1 level N 
Upgrade 7 level M to N 
Add 5 level M 
Eliminate 1 level M 
Change title 1 level M 
Upgrade 4 level L to M 

24 

None 

Reclassify 6 level M 
Add 3 level M 

9 

Upgrade 2 level N to 0 
Reorganize CTR 
Reclassify 2 level M 

5 

1 
1 
2 

0 

0 

2 
0 

4 
1 
4 
3 
1 
1 
3 

17 

0 

0 

1 
1 

1 
1 
2 

2 

1 

3 
2 

1 
7 

6 
3 
9 

Annex III 
Table 2 

Deferrals 

0 

0 

0 

0 

0 

0 

0 

2 
1 
2 
5 

1/ Requested and approved separately from the FY81 Senior Position Review, but 
shown here for completeness. 
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External Upgrade 1 level M to N 1 
.Relations UEgrade 2 level L to M 1 1 

3 1 T T 

AOP Upgrade 2 level M to N 2 
Add 2 level M 2 
Upgrade 5 level L to M 5 
Transfer 1 level M 1 

10 0 0 10 

LEG None 

SEC None 

1/ Total- 62 26 20 16 
- - -

1/ These figures do not correspond to those given in paragraph 4 in the text 
because they include title changes, eliminations, etc., not associated 
with new or upgraded positions,and the two positions approved for China. 

PMD/PU 
July 15, 1980 
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Bank Managerial and Senior Staff Specialist Profiles 

Annex III 
Table 3 

FY75 - · FY80 

Initial End R.e.c~ended 

Number of Positions F'f75 FY77 FY79 FY80 FY80 J'Y8l 

Managerial 
Q 14 14 16 16 16 16 
p 48 51 48 47 47 47 
0 41 45 46 48 49 50 
N 156 172 183 191 .ill ..l9..9_ 

N and above 259 282 293 302 303 312 
M 35 43 50 50 .21 2.Q. 

Total Managerial 294 325 343 352 356 362 

Senior Staff SEecialists 
p 2 3 2 3 2 2 
0 12 14 15 18 18 18 
N 37 46 55 57 .QQ. 64 

N and above Sf 63 ·72 78 801' 84 
M 107 106 133 134 126=-' 133 

Total Specialists 158 169 205 212 206 217 

Total M Level Staff~/ 335 432 542 542' 610~/ 610~/ 

Authorized Positions 
J-Q 1,975 2,246 2,441 2,546 2,546 2,659 
A-Q 3,974 4,577 4,959 5,224 5,224 5,463 

Ratio Anal:t:sis 

As Percent of J-g Positions 
-N and above Managerial Positions 13.1 12.6 12.0 1L9 llo9 11.7 
-All Managerial Positions 14.9 14.5 14.1 13.8 14.0 13.6 
-N and above Specialist Positions 2.6 2.8 2.9 3.1 3.1 3.2 
-All Specialis·t Positions 8.0 7.5 8.4 8.3 8.·1 8.2 
-All N and above Senior Positions 15.7 15.4 15.0 14.9 15.0 14.9 
-Total M Level Staff 17.0 19.2 22.2 ·zi,j 23.6 22.9 

As Percent of A-g Positions 
-N and above Managerial Positions 6.5 6.2 5.9 5.8 5.8 5.7 
-All Managerial Positions 7.4 7.1 6.9 6.7 6.8 6.6 
-N and above Specialist Positions 1.3 1.4 1.5 1.5 1.5 r.s 
-All Specialist Positions 4.0 3.7 4.1 4.1 3.9 4.0 
-All N and above Senior Positions 7.8 7.5 7.4 7.3 7.3 7.2 

Ratio of N and above Senior 
Positions to M- level Staff .92 .80 .67 .70 .63 .65 

Ratio of N and above Managerial 
.so .51 Positions to M Level Staff .77 .65 .54 .54 

Twelve restricted M level positions in OED are excluded from these figures as a result 
of the decision to treat OED positions on the same basis as J~M level positions in-Operations, 

Total level M includes, in addition to encumbered restricted M level positions, the 
number of M level staff on board in the Regions, COPD's, and Legal Department, as well 
as ad hominem M level staff in other departments.· · 

As of June 30, 1980 

Figures for FY75, FY77, and FY79 are based on a reconstruction of information contained 
in the Senior Position Planning Schedules prepared at those times, with as close attention 
as possible to those definitions currently being used. 

PMD/PU 
July 15, 1980 



BANK SENIOR POSITIONS Annex III 
Table 4 

SUMMARY BY VlCE PRESIDENT GROUP 

Initial FY80 End FY80 Rec!:!!!!ended FY81 
g p 0 N 11 TOTAL g p 0 N 11 TOTAL s p 0 N 11 TOTn.L 

Cffi ce of VP 1 Oper ations 4 0 4 1 1 0 

Eas t ern Afr i ca 4 19 36 4 19 9 36 1 21 11 40 

We s tern 11fr i ca 6 20 37 6 20 8 38 1 20 8 38 

!i:urope 1 Niddle East & North Afr i ca "1 25 35 26 37 1 3 27 39 

La t in America & Caribbean 28 3 · 40 28 40 1 3 5 28 40 

East •• si a & Pac ific 21 0 30 6 21 0 30 23 0 32 

Sou t h ... s i a 4 19 4 30 4 19 4 30 4 19 30 

Cen tral Projects Sta f f 12 14 56 43 126 12 14 57 44 128 1 12 14 64 45 136 

Development Po licy Staff 13 32 57 6 12 33 57 1 12 33 57 

fl nanc i al :;taff 4 11 20 44 4 11 22 46 4 11 22 46 

J:x t e r na 1 Relations 4 14 18 38 4 15 18 39 4 15 19 40 

Secretary 1 s 0 0 6 0 0 1 0 0 

Le gal 0 11 0 11 1 1 11 

Operat ions !::valuation 0 12 17 0 0 1 1 0 0 

nU? 8 32 51 5 33 53 1 5 33 53 

Total-~/ 16 so 66 248 184 564 16 ~9 6] 281 179 562 16 49 68 263 183 5 79 

PMD/PU 

1_1 Includes two po c. itions in the office of the Senior Vice President. July 15, 1980 
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OFFICE MEMORANDLJrv1 Annex V 

TO: .. Vice Presidents and Department Directors 

··FROM: Martijn J.W.M. Paijmans, V~Presidcnt, AOP 

SUBJECT: AOP Responsibilities 

0/'- ll' May 30, 1980 

1. The senior position planning exercise now underway has 
highlighted certain practices that are making it difficult for three 
departments under my direction (COM, OPD and PMD) to properly carry 
out their responsibilities. It has been learned that within a number 
of areas of the Bank, divi.sion chiefs and department directors have 
made decisions and taken actions more or less unilaterally that could 
have major effects on the composition and grade classification of jobs, 
the career development of individuals in those jobs, and the morale of 

- the staff. Such actions, which have carried implied promises to staff 
members, have ranged from simple restructuring and retitling of indi­
vidual positions to heavy investment of time and effort to develop 
plans for major reorganizations. 

2. AOP departments have a two-fold responsibility in the fields 
of compensation, organization planning, and personnel management. They 
exist both to serve other units of the Bank and to ensure compliance 
with Bank-wide policies. To provide effective service, they are ex­
pected to advise and assist in planning organizations and reorgani­
zations, the structuring of jobs, the preparation of staffing plans, 
the development of individuals, and the administration of compensation. 
To ensure compliance with Bank policies, they review proposed actions 
for conformance with those policies and for consistency from one de­
partment to another. Ideally, they will not be oppre$sive in ensuring 
compliance, and they will perform that function as a part of their 
offering of advice and assistance. But, it is difficult for them to 
perform these functions simultaneously if they are not brought in for 
early consultation when plans for, or decisions on, changes in organi­
zation, job structuring, or staffing are first being considered. 

3. Unfortunately, with increasing frequency recently, they have 
been asked to approve potentially far-reaching changes without having 
been previously consulted and without having been given sufficient time !. 
for review. For example, one department recently proposed a regrading 
of almost all its top-level positions, based on fairly extensive re­
arrangement of duties, changes in titles, and shifting of some func­
tions between units. This would have required study by all three AOP 
departments concerned within an impossibly short period of time. Their 
only recourse in such a situation is to disapprove and defer action 
until they can perform the necessary review. This has generated re­
sentment and in other ways prevented them from offering good servic.c. 

4. Accordingly, I ask for your cooperation in helping AOP do 
its job better. In no way do we wish to prevent lc~itimatc chnnge or 
to dnmp0n innov:tt .ivc effort by dL·partmcnts to jmprove their organiza­
tion cmd m:tnagC'tnl.'lll of personnel. Uul, we do have the obligation to 
en,:;nrl'• conform~tnCl' with policy nnd consistl'ncy Bank-wide, so it would 

I• - •. 
~ --



V1cc Presidents and 
Department Directors - 2 - May 30, 1980 

be~ appreciated if consultations were initiated early with the respec­
tive AOP departments on plans affecting organization and personnel. 
On my end, I will do all possible to ensure that these various AOP 
activities are carried out expeditiously and in a coordinated, service­
oriented manner. Also, I will ensure that the Programming and Budget­
ing Department is informed in a timely manner if the matter is likely 
to affect resource requirements or utilization. 

BWRohrbacher:cfa 



PROFILE OF BANI< 

Initial FY80 
Managers N & Above M & Above 

as % of J-Q as % of J-Q 
Q p 0 N M Total Positions Positions 

Office of VP, Operations 1 0 0 0 0 1 16.7 16.7 
Easta'I'n Africa 1 3 4 18 3 29 12.6 14.1 
Western Africa 1 3 5 ?0 1 30 13.5 14.0 
Europe, Middle East and No. Africa 1 3 5 25 0 34 12.5 12.5 

Latin America & Caribbean 1 3 5 27 0 36 13.3 13.3 

East Asia & Pacific 1 2 6 1 0 30 15.2 15.2 

South Asia 
y---- 2- 4 18 2 27 12.9 13.9 

Central Projects Staff 1 11 5 15 4 36 8.7 9.8 

Development Policy Staff 1 5 2 10 4 22 12.0 14.7 

Financial Staff 2 4 6 11 9 32 13.8 19.2 

External Relations 1 4 0 11 6 22 16.5 22.7 

Secretary's 1 0 0 2 0 3 11.8 17.6 

Legal 1 1 2 3 0 7 13.0 13.0 

Operations Evaluation 1 1 0 3 0 5 20.8 20.8 

AOP 1 5 4 7 21 38 7.2 16.0 

Total 16 47 48 191 50 352 11.9 13.8 

Initial FY80 
Senior Staff Specialists 

N & Above M & Above 
as % of J-Q as % of J-Q 

p ·o N M Total Positions Positions 

~fice of VP, Operations 1 1 1 0 3 50.0 50.0 

.c.stern Africa 0 0 1 6 7 0.5 3.4 

Weste'I'n Africa 0 1 0 6 . 7 0.5 3.3 

Europe, Middle East and No, Africa 0 0 0 1 1 0 0.4 

Latin America & Caribbean 0 0 1 3 4 0.4 1.5 

East Asia & Pacific 0 0 0 0 0 0 0 

South Asia 0 0 1 2 3 0.5 1.5 

Central Projects Staff 1 9 41 39 90 13.8 24.4 

Development Policy Staff 1 3 3 28 35 4.7 23.3 

Financial Staff 0 1 0 11 12 0.6 7.2 

External Relations 0 1 3 12 16 4.1 16.5 

Secretary's 0 0 0 3 3 0 17.6 

Legal 0 0 4 0 4 7.4 7.4 

Operations Evaluation 0 0 0 12 12 0 50.0 

AOP 0 1 1 11 13 0.8 5.5 

Total.!/ 3 18 57 134 212 3.1 8.3 

Note: The percentage of J-Q positions refers to the total number of J-Q positions for each 
vice presidential group listea. 

1/ Includes two ~osftions' in the Office of the .Senior Vice President. 

Annex III 
MANAGERIAL ANB SENIOR STAFF SPECIALIST POSITIONS Table 5 

By Vice President Group 
~ 

End FYBO 
Recommended FY81 

Managers Managers 

N & Above M & Above N & Above M & 4-bove 
as % of J-Q as % of J-Q '7. of J-Q % of J ... -Q 

Q p 0 N M Total Positions Positions Q p 0 N M Total Positions :?ositions 

1 0 0 0 0 1 16.7 16.7 1 0 0 0 0 1 20.0 20,0 
1 3 4 18 3 29 12.6 14.1 1 3 4 20 3 31 12.9 14 . 3 
1 3 5 20 1 30 13.5 14.0 1 3 5 20 1 30 13.2 13.6 
1 3 5 2.5 0 34 12.5 12.5 1 3 6 26 0 36 13.0 13.0 
1 3 5 27 0 36 13.3 13.3 1 3 5 27 0 36 13.0 13.0 
1 2. 6 21 0 30 15.2 15.2 1 2 6 23 0 32 16.2 16 . 2 
1 2 4 18 2 27 12.9 13,9 1 2 4 18 2 27 12.3 13.3 
1 11 6 15 5 38 B.q 10.-3 1 11 6 18 2 38 9.0 9.5 
1 5 2 10 4 22 12 .o 14.7 1 5 2 10 4 22 11.5 14.0 
2 4 6 11 11 34 13.8 20.4 2 4 6 11 11 34 13.4 19,8 
1 4 0 10 6 21 15.5 21.6 1 4 0 10 6 21 15.2 21.2 
1 0 0 2 0 3 17.6 17.6 1 0 0 2 0 3 17.6 17.6 
1 1 2 3 0 7 13.0 13.0 1 1 2 3 0 1 12.3 12.3 
1 1 0 3 0 5 20.8 20.8 1 1 0 3 0 5 18.5 18.5 
1 5 4 8 2.1 39 7.~ 16.5 1 5 4 8 21 39 7.3 15.9 

16 47 49 19t 53 356 11.9 14,0 16 47 50 199 50 362 11.7 13.6 

End FY80 
Senior Staff Specialists Recommended . FY81 

Senior· Staff Specialists 

N & Above M & Above N & Above M & Above. 
as % of J-Q as % of J-Q % of J-Q % of J _ q 

p 0 N M Total Positions Positions p 0 N M Total Positions Positions 

l. l, l 0 .3 50.0 50.0 1 1 1 0 3 60.0 60.0 

_o 0 1 6 7 0.5 3.4 0 0 1 8 9 0,5 4.1 

0 1 0 7 8 0.5 3.7 0 1 0 7 8 0.5 3.6 

0 0 1 2 3 0.4 1.1 0 0 1 2 3 0.4 1.1 

0 0 1 3 4 0.4 1.5 0 0 1 3 4 0.4 1.4 

0 0 0 0 0 0 0 0 0 0 0 0 0 0 

0 0 1 2 3 0. __ 5 1~. 5 0 0 1 2 3 0,5 1.5 

1 8 42 39 90 13',8 '24.3 1 8 46 43 98 13.7 24.3 

0 4 2 29 35 4.0 23.3 0 4 2 29 35 3.8 22.3 

0 1 0 11 12 0.6 6.6 0 1 0 11 12 0.6 7.0 

0 1 5 12 18 6.2 18.6 0 1 5 13 19 ~-1 19,2 

0 0 0 3 3 0 1.7.7 0 0 0 3 3 17.6 

0 0 4 g 4 7.4 7.4 0 0 4 0 4 7.0 1.0 

0 0 0 0 0 0 0 0 0 0 0 0 0 0 

0 1 1 12 14 0.8 5.9 0 1 1 12 14 0.8 5.7 

I 

-2 18 60 126 206 3.1 8,1 2 18 64 133 217 3,2 8,2 

PMD 
July 15, 19 80 



Annex III 
Table 6 

a~ SENIOR FOSIItONS 

SU11MARY OF RESTRICTED M LEVEL POSITIONS 

Initial FY80 End FY80 Recommended FY 81 -Non- Non- Non- Non- Non- Non-
Mana~erial Manaserial I }lanaaerial II Total ~~serial Hanaserial I :Nanaserial II Total Nanaserial Hanaserial I Managerial II To,tal 

Office of VP, Operations 0 0 0 0 0 0 0 0 0 0 0 0 

Eastern Africa 3 0 6 9 3 0 6 9 3 0 8 11 

Western Africa 1 0 6 7 1 0 7 8 1 0 7 8 

Europe, 11iddle East & North Africa 0 0 1 1 0 0 2 2 0 0 2 2 

Latin America & Caribbean 0 0 3 3 0 0 3 3 0 0 3 3 

South Asia 2 0 2 4 2 0 2 4 2 0 2 4 

East Asia and Pacific 0 0 0 0 0 0 0 0 0 0 0 0 

Central Projects Staff 4 16 23 43 5 16 23 44 2 16 27 45 

Development Policy Staf f 4 27 1 32 4 29 0 33 4 29 0 33 

Financial Staff 9 9 2 20 11 10 1 22 11 10 1 22 

External Relations 6 6 6 18 6 6 6 18 6 7 6 19 

Secretary 1 s 0 3 0 3 0 3 0 3 0 3 0 3 

Legal 0 0 0 0 0 0 0 0 0 0 0 0 

Cperations Evaluation 0 12 0 12 0 0 0 0 0 0 0 0 

AOP 21 9 2 32 21 10 " 33 21 10 2 33 .:.. 

TOTAL 50 82 52 184 53 74 52 179 50 75 58 183 

Pl!D /J!U_ 
July 15~ 1980 



TO: 

FROM: 

SUBJECT: 

WORLD BANK I INTEnNATIONAL FINANC E CORPORATI ON 

,·, 

OFFICE MEMORANDUM STRICTLY CONFIDENTIAL 

M~mbers of the Personnel Management Committee OJ\ TE July 28, 1980 

~ 
DECLASSIFIED 

Hans Pollan, Acting Vice President, AOP 
SEP 1 8 2013 

Senior Position Planning for FY'81 
WBGARCffiVE 

I am attaching a copy of a memorandum from Hr. Hopper, containing an 
appeal from the South Asia Region regarding the denial by the review group 
of the request for upgrading of two positions in that Region. The attach­
ment should form part of the paper with the recommendationaof the Senior 
Position Review Group, which Mr. Paijmans sent to you under cover of his 
note of July 25th. 

HP:de 

Attachment 

..... 



W OnL D BANK i IN1 f nr JAT I ()~JAL F ltJM~CE Cnl-l fJ () f1A I lO t-I 

OFFICE MEMORANDUfv1 
TO: ~r. Martijn J.W.M. Paijmans,

1 

VP;~ApJ{ 

FROM : W. David Hopper, RVP, A5N .vU /U fJ · 
SU BJECT: Senior Position Planning - Appeal 

D/1 n July 24, 1980 

I -\etc-) J . f' -
...... - ~-· -~ -- .---~--~ 

I understand that the only two requests for upgrading which 
South Asia has put forward have again been denied. 

With reference to the TA Coordinator, I maintain that the 
entire issue of technical assistance management should be serious~y 
studied and appropriate recognition given to the need ·to strengthen the 
administration of this key activi ty not only in South Asia but for all 
Regions. 

With reference to the Bangladesh Resident Representative 
position, I would like to register a formal appeal. I believe that 
Bangladesh is the ultimate development test for the Bank Group and that 
the position of Resident Representative in Dacca is one of the most 
demanding in the Bank given the extraordinary combination of diplomatic 
and technical skills which it involves. I trust that you will forward 
my views to the senior management of the Bank. 

,..,... 
""'-• Messrs. Jennings 

Collins 

• l 



TO: 

FROM : 

SUBJECT: 

WORLD BANK I INTERNATIONAL FINANCE CORPORATION 

OFFICE MEMORANDUM STRICTLY CONFIDENTIAL 

Members of the Personnel Management Committee DATE: July 31, 1980 

Hans Pollan, Acting Vice President, AOP *-Personnel Management Connnittee Meeting - August 5 

SS I?IED 
SEP t 8 2013 

WBG ARCHIVJJs 

The following topics are suggested for the Agenda of the 
August 5 meeting at 2.00 p.m. 

Compensation Matters 

a) Compensation Studies - Schedule as of July 31, 1980 (attachment) 

b) Purchasing Power Parity (Mr. Paijmans' memo of July 24 was 
distributed to the Members on July 25) 

c) Staff Association memo of July 30 regarding mid-year salary 
adjustment (attachment) 

Personnel Management and Organization Matters 

a) Field Office Study prepared by OPD - July 1980 (attachment) 
Note: Item (b) of this Study relates to the Brandt 

Commission's proposal on greater diversity of 
the management of the Bank's operations ("Response No. 14") 

b) Proposed memorandum to the Executive Directors on Brandt 
Commission's recommendation concerning the representation of 
developing country nationals in the World Bank's management 
structure (attachment) ("Response No. 12") 

c) Senior Position Planning for FY81 (Mr. Paijmans' memo of 
July 25 was distributed to the Members on that date. Since 
then I distributed on July 28 a subsequently received appeal 
from the South Asia Region, dated July 24, 1980.) r ~ 



COMPENSATION STUDIES 

Schedule as of 7/31/80 

PMC Board 
Report 

VP 
Review 

Consultations 
IMF & SA Consideration Consideration 

Purchasing Power 
Parity Report May 16 

Main Review 

Aug. 30 Aug. 1-15 1./ Sept. 9 

Survey data report 
distribution ?:__/ ~ - - - - - - - - - - - Nov.l4 - - - - - - - - - - - - - - ~ 

Implications of 
survey data 

Range of options 

Formulation of 
recommendations 

Nov.l4-27 Nov.l7-26 

Dec. 3-31 Dec. 8-29 

Jan. 8-27 Jan.l2-23 

Other Studies 

Dec. 2 Dec.4 or 

Jan. 6 Jan.8 or 

Feb. 3 Feb. 26 

Social Security July 3 Aug. 30 July - Aug. Sept. 9 Oct. 21 

Staff Retirement 
Plan !!.. 

~ompensation Policy July-Sept. ~/ 
Working Group 

1/ Delay at request of IMF 
2 I Survey Schedule attached 
31 Informal discussion 

July-Sept. Sept. 9 
Oct. 7 

4/ Dates to be inserted after the Terms of Reference have been agreed 
upon and a consultant appointed. Efforts being made to resolve differences 
with IMF over Terms of Reference. · 

~/ Series of issue papers . tp be prepared sequential!¥• 

Compensation Department 
RAClarke:ean 
July 31, 1980 

5 1_/ 

9 'J_/ 



. 

1980 COMPENSATION SURVEY SCHEDULE 

PHASE JAN FEB MAR APR MAY JUNE JLY AUG SEP OCT NOV DEC 

i 1:.~ BANK POSiTIONS 

I 
j 

I 

Incumbent Intervws. 
Position Descripts. . .... , 
Evaluation • , , n 

----- ··--- ·-- - - - -- ---t---- -· 
2. QUESTIONNAIRE 

Preparation •••••• •• • 
Short Descripts. l 
Issue: A-I • ••• ,_ ·- -· 

J-N (US) •• -- ·-- .. -

Translation II .... _ ....._ 
(Eur:) Issue: J-N II . - --------- -- -- - ------

- - - - - ------ 1- ---1---t 
·- --· - -- -- -- ---- -

3&4 JOB MATCHING - - · - ---- -- ---· . t----- - - -- ---

Visits: A-I - · Ill · . ·--·- - -----

J-N (US) · II III 

J-N (Eur.) .·.·.·.·.· 
Evaluation: A-I 

--------~--~---------~------~----+-----~----~----~-----+ ·-
1 111 ' 

J-N 1 I I I I I II II I I I I II I I I I :!{::::::::·:·:·:·:·:·:·=·:·:·:·:·:·:·::::;:;.;:::: 

- -----r--- - . ------ - ----- - -·------ ----··· ----+---t-----·---+------1 
5. DATA COLLECTION 

A-I IIIIIIUJI : ::; · 

J-N (US) J I lllllll,l,.... . . , n-~ -· ~ • t .. ,, • -- --· · •· 

-------------J---N--~(-Eu~r-.-)-+-----+----~~----~----+---·--~----~~.~. -•• ~.-.--,. (::::::~:::;~~~:~~~;~~::· .. -.--+-----~----~----~ 

~--· · --·· -- --· - ·-----·- - · .. -------··-- ···---- f----·-+----+----·----+--~ 

6. DATA ANALYSIS 
Benefits Methodolog~ - Ill • 

.... .. ; . . ----- -- --· - -- ----· ~--

~J-N Comparisons:pay Ull& ·- - ---·- -- -- -

Benef _ altltll• 111111 ~ . .. •. , .·.· .. -.. . ....... -.,... -- .. ... . __ _ _ _ __ _ 
----------------------·~----~---~----~----~-----+---~~----+----~;-:·~··:~·:·:~-·L··:~·:·~··:·~:·:·~:···~=··~·:·:-·:·:~·=·--.t------~--~ 

------------------~T~o~t~a~l~-----+----~------~---~----+-----4-----~---- ~~~----+-----------~~~: -_-_-__ -_-~-------·~ 
Expa t : . 1 1 11 • 11 1 11 1 1 . ::::::::=::::}.:7:·:-:-:.::::::- ---·-- f-·--- -

__ • __ A_-_r __ c_o_m_p_a_r_i_s_o_n_s_B_=:_:_~_f_·-~----+-----~----~----~-----+----~-----· T~~ ~:~~:~:~~::-+----~------~r· __ · __ -_--+-------i 

Total. . . .. - --

-. ---- .- ---·- -----~--- ----- ·- --- -----~----t------+-----+----~------t 

7. REPORT 
Draft -Final 

*Original schedule combines J-N .and A-I. 

Legend 
,•Original schedule 

._..Actual Completed 
::::::::::::::::Projected schedule 
Note: ~here will be a meeting on August 5 with Hay and IMF 

to discuss the projected schedule. A revised schedule 
will be provided. 

·-- --- ----· 

I I It · ·=·=·:·. 
. I . 

Compensation Department 

7/31/80 



WORLD BANK GROUP STAFF ASSOCIATION 

TO: Mr. Robert S. McNamara 

~ Mirza T. Baig, Chairman, Staff Association 

July 30, 1980 

FROM: 

SUBJECT: Staff Compensation: Mid-Year Salary Adjustment 

/. 
/ ... ~ I 

On behalf of the Bank Group staff, I request that a recommendation 
be forwarded to the Executive Directors for a mid-year general salary 
adjustment. The high rate of inflation this year justifies more frequent 
adjustments to prevent salaries from being seriously eroded during the lag­
time implicit in annual adjustments. Delay of an adjustment to March 1981 
would, therefore, furt~er erode salaries to an unacceptable degree, part­
icularly when combined with the loss we suffered at the time of the March 
adjustment. 

Prior to 1979, when inflation rates were much lower, Bank Group 
net salaries were annually adjusted by the Washington CPl. The general 
increase of 8.3% in March 1980, although substantially less than the 
increase in the CPI, was understood to be an interim measure awaiting 
discussion of the Hay Associates' survey results this fall. As it is now 
unlikely that even a draft report of the survey results will be available 
before late November, a mid-year adjustment effective September 1, 1980 
becomes all the more imperative. 

It has been the position of the Staff Association, based on actual 
practice over the years, that salary adjustments should fully reflect the 
changes in the cost of living, and should be applied on a net basis. We 
also feel the purpose of merit increases is to reward staff performance; 
any incentive motivation is lost when merit increases are considered 
part of the general salary adjustment, as was the case in March 1980. 

A mid-year adjustment this year is essential because of both the 
continuing high rate of inflation and the further delay in the completion 
of the compensation survey. We look forward to further consultations during 
the formulation of more c.oecific proposals on this matter. 

cc: Messrs. Paijmans and Clarke 
Executive Committee · 
Delegates and Alternates. 
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Item A: Terms of Reference--
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Item B: The Role of the Field Offices--
In relation to the Brandt Commission's 
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Response No. 14. 
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Item D: Study of the Role of the Field Offices-­
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of the Application of the Guidelines. 
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TERMS OF REFERENCE 

D R A F T II 
BWRohrbacher:cfa 
February 26, 1980 

OPD Study of Role of Bank Field Offices 
(Project Brief OPD 25) 

Client: President 

Study Objectives 

1. The basic objectives of this study are to: 

(a) examine the potential longer-term roles of field offices 

within the context of the operations of the Bank in the 

1980s as now projected; and 

(b) to block out the functions and broad structure of future 

field offices and to develop guidelines for when and 

where they should be established. 

Study Design 

2. The study will start with a fact-finding phase. It will include 

the assembly of the most up-to-date information now available in Headquarters 

on the number, location, size, and cost of existing field offices as well as 

on current plans for adding new offices and for expanding, reducing, or 

discontinuing existing offices. This phase will also include interviews 

with responsible Headquarters personnel and reviews of available documents 

to determine present responsibilities, authorities, functions and activities 

of existing offices. In short, this phase will provide a profile of the 

field as it now exists and is currently planned. 
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3. The next phase will be to assemble from documents and through 

interYiews a picture of how the Bank's programs, activities, approaCh, 

structure, and proceEses are likely to change in the 1980s. 

4. The third phase would be aimed at developing hypotheses about the 

future roles, structure, functions and authorities of field offices. Likely, 

there would be developed a number of "models" representing a range of the 

types and sizes of offices that the Bank might have in the future, together 

with an indication of the functions, responsibilities, authorities, and 

staffs eaCh might have. 

5. The fourth phase would be designed to test the hypotheses. A 

sample of field offices would be visited to help prove or disprove the 

validity of the hypotheses. Bank personnel in the field as well as officials 

of borrowing governments would be consulted. 

6. The fifth phase would be the analysis of field findings and 

development of conclusions which might include proposals to experiment on 

a pilot basis with alternative structures. Conceivably, this effort could 

result in agreement on specific recommendations for the future. More likely, 

however, it would require development of broad guidelines and alternative 

sets of assumptions on Bank growth, lending approach, overall structure and 

processes under which the guidelines should be applied in varying combinations. 

7. After presentation of the conclusions to the President in this 

sixth phase and to others he might wish to involve, a report would be prepared 

~ which he could present to the Board. 
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a. Finally, depending on final discussions, various implementing 

documents (e.g., policies, organization and functional statements, 

delegations, operating instructions, personnel statements, administrative 

guidelines) would be developed during this seventh phase. 

Staffing 

9. For the first phase of the study (paragraph 2 above), a three-

man team should be assembled: 

(a) The Director of OPD; 

(b) An OPD Senior Management Consultant; and 

(c) The AOP Field Coordinator. 

This team should be helped to the extent necessary by PAB, PMD, and the 

Regions. 

10. From the second through the sixth phases, the Field Coordinator 

would need to be only minimally involved. However, he would be expected 

to play a major role again in the seventh and final phase. In fact, it 

might be appropriate for him to take over lead responsibility from OPD at 

that time. 

11. At present, the timetable for this study is tentatively as 

follows: 
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Phase: Begin Week of: Complete Week of: 

I February 25 April 7 

II March 24 May 5 

III May 12 Jm1e 2 

IV June 9 Jl.Ule 30 

v Jl.Ule 23 July 14 

VI July 7 August 11 

VII August 18 Indefinite 

12. OPD's Senior Management Consultant would be expected to be full 

time or near full time throughout the first six phases, and possibly through 

the seventh. The Director of OPD would expect to devote half to three­

quarters of his time throughout phases one through 6 and approximately one­

quarter in phase one and seven. 
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I. Introduction 

1. For a number of years, and particularly during the last twelve 

months, there has been an increasing interest in the role of the Field Offices.l/ 

This interest has developed from a number of independent factors: 

Executive Directors, when discussing projects in Board 

Meetings, have suggested that an increased presence of 

Bank staff in the field would improve the progress of 

projects and would stimulate implementation and speed up 

disbursements. 

Many of the borrowing countries support the establishment 

of Field Offices in their own country, believing that it 

assists the development of a genuine partnership between 

borrower and lender, increases the rate of disbursement, and 

provides vital technical assistance. 

Regional management has indicated that there are advantages, 

in having staff physically closer to the projects, partie-

ularly as the lending program moves towards projects of a 

multiple sector nature and with higher human resource 

development content. 

Outside consultants have recommended in, for example, 

the report on Education prepared by the External Advisory 

Panel in October 1978, that the Bank staff should be more 

closely allied with the countries in which they are 

developing projects in the soft sectors. 

ll The term Field Offices, for purposes of this paper, refers to offices 
in borrowing countries and specifically excludes the Bank's offices in 
Riyadh, Paris, London, Geneva, Tokyo, and New York. 
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2. As a result of this increasing interest, Organization Planning 

Department (OPD) was asked to carry out a study of the Role of the Field 

Offices. In February, draft terms of reference were prepared for approval by 

the President. Their submission coincided with the publication of the Report 

of the Independent Commission on International Development Issues, titled: 

North-South, A Program for Survival, and prepared under the Chairmanship of 

Willy Brandt. Since this Report contained the proposal that the Bank 

should decentralize the management of its operations, it was decided to 

combine with the study of the Role of the Field Offices a review and a 

response to the proposal put forward in the Brandt Commission Report. 

3. During the study, interviews were held with over 35 senior staff 

in Headquarters, 62 staff from 11 Field Offices located in all six of the 

Regions, 62 officials in both central and sector ministries of borrowing 

governments, as well as a member of the Brandt Com~iision.l/ In addition, 

meetings were also held with other UN agencies, bilateral donors, and the 

Asian, Inter-American and African Development Banks. 

ll The Executive Director of the Bank were not interviewed during the 
study but their views will be incorporated into any agreed action 
program following their discussion on this paper. 
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II. The Present Situation 

4. Field Offices historically have come into existence through the 

case-by-case initiative of Bank management generally from the Regional Vice 

Presidents and of course with the consent and, at times, the active urging of 

the member countries concerned. Field Offices have not heretofore been 

established as an automatic matter of course with the initiation or reach­

ing of a specified level of lending activity with a member government. 

s. In FY68, there were six Field Offices: India and Pakistan, estab-

lished over a decade earlier; Colombia, established in 1963; the regional 

missions in Eastern and Western Africa, established in 1965; and Indonesia, 

where the Bell mission was established in that year (1968). India, Pakistan 

and Colombia were countries for which the Bank had organized aid groups. 

The regional missions in Africa were created to help develop a pipeline of 

projects for the newly independent countries. And the Bell mission grew out 

of political change in Indonesia and the request of the new government for 

special planning help from the Bank. 

6. After 1968, the perception of potential net benefits from Field 

Offices increased, despite the measurable and quite considerable incremental 

cost of stationing Bank staff in the field and the difficulty of quantifying 

the benefits. This reflected the Bank's intention to accelerate movement 

into the "soft" or "people-oriented" sectors and its emphasis on encouraging 

~ delivery of the benefits of Bank lending directly to the very poor. Thus the 

number of Field Offices increased almost fivefold between FY68 and FY80 and in 
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the latter year totaled 21.ll In FY68, a total of 26 persons or 3.6% of 

the Bank's professional staff were located in these Field Offices. By FY80, 

the total had increased to 117 and the proportion to 4.7%. Thus the increase 

in Bank professional staff in the Field. Offices, which was 350% over this 

period, outpaced the 225% increase for professional staff in the Bank overall. 

Numbers of Bank professional staff do not tell the entire field story, how-

ever, because to their total could be added 160 secondment staff and 35 local 

f . 1 2/ pro ess1ona s.-

7. The current geographic distribution of Field Offices reflects 

circumstantial differences among the Regions and, to some extent, past 

differences in approach by Regional managers. The largest expansion in the 

number of Field Offices has occurred in Africa, south of the Sahara, where 

there are now 15 offices. Next is the South Asia Region with offices located 

in five of its seven member countries. There are four offices in the Latin 

America and Caribbean Region; two in the East Asia and Pacific Region; 

and one, currently dormant, in the Europe, Middle East, and North Africa 

Region. New missions have been approved for Egypt and Syria but have not yet 

been established. 

ll The specialized technical assistance office in Riyadh, the cost of which 
is fully reimbursed by the Saudi Arabian government has not been included 
in this study. Its purpose is different from those of the other Field 
Offices which are all located in borrowing countries. However, the 
number does include the Rural Development Advisory Office in Northeast 
Brazil, the costs of which are shared with the Brazilian government, and 
the mission accredited to Rwanda and Burundi is counted as a single 
mission. 

11 It is not appropriate to equate the work of all secondment and local 
professional staff directly with the work of Bank professional staff. 
Secondment staff are paid by the users and some in these categories work 
on UNDP pre-investment projects for which the Bank is the executing 
agency. Nevertheless, many of them do augment Bank staff on Bank 
financed projects. 
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8. As to the geographic distribution of Field Office professional 

staff, 62 are in Africa, south of the Sahara, 28 in South Asia, 21 in East 

Asia and the Pacific, five in Latin America and the Caribbean. One profes­

sional position in Europe, the Middle East, and North Africa is not at the 

moment filled. About 40% of the professional staff now serving in Field 

Offices perform "programs-type" functions, and the remainder perform "projects­

type" or technical functions. 

9. For the purpose of describing the role of Field Offices, it is 

convenient to divide their functions into two basic categories. These are 

(a) facilitating the work of Headquarters units and (b) performing some of 

the work that, in the absence of the Field Offices, would be the respon­

sibility of headquarters units. The latter refers to what, for the purpose 

of this paper, is defined as the core process of the Bank, in that they 

represent discrete segments of the lending and project cyle. The core 

process includes: 

(a) country economic work; 

(b) sector work; 

(c) project identification; 

(d) country programming; 

(e) project preparation; 

(f) project appraisal; 

(g) loan negotiation; 

(h) loan approval; 

(i) certification of loan effectiveness and 

eligibility for disbursement; 

{j) project supervision; 

(k) disbursement; and 

(1) project evaluation. 
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10. Twenty of the 27 Field Offices are exclusively facilitating offices 

and are staffed by one to three professionals assigned from Headquarters. · 

Facilitating, or expediting, is a critically important function and should not 

be regarded as a "post office" activity. It involves keeping abreast of 

political and economic events in the country, tracking the status of all Bank 

activity in the country, recognizing when and why a problem or a bottleneck 

has occurred and proposing solutions, and establishing relationships of mutual 
\ 

trust with key officials who have the power and the will to take ~ecessary 

actions. Such an office improves the Bank's understanding of the needs and 

potential of the member country, improves the country's understanding of the 

Bank's policies and procedures, and facilitates the completion of the project 

cycle. The value of such an office is best seen in "its interface with visiting 

Headquarters missions. Field Offices advise on the timing of missions, explain 

their purpose to local officials, assure their proper reception, brief the 

missions on local conditions, attempt to prevent or alleviate the effects of 

duplication of demands on local officials by missions, and follow up on the 

understandings reached by missions with borrowers. 

11. Three Field Offices are mainly concerned with carrying out one or 

more elements of the core process for one or more sectors. These are the 

1/ 
Regional Missions in Eastern and Western Africa,- and the Rural Development 

Advisory Office in Recife, Brazil. 

12. The four remaining Field Offices combine a facilitating role with 

performance of elements of the core process. These are the country offices in 

India, Bangladesh and Indonesia, and the Regional Office in Thailand. 

1/ However, the Director of RMEA, in his individual capacity, also serves 
as resident ("facilitating") representative to the Government of Kenya 
and has a deputy who assists him in this function. 
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13. During FY79, the directly charged administrative expenses of 25 

Bank Field Offices totaled $13.3 million and allocated costs totaled an 

additional $2.4 million. This did not include the cost of the offices in 

Rwanda and Burundi and in Peru which had not yet been opened. On the average, 

it cost the Regions in FY79 54% more to maintain a professional staff member 

in a Field Office than to maintain one in Headquarters ($143,260 vs. $92,730, 

including allocated costs). The incremental cost is largely attributable to 

the overseas allowances and resettlement costs of the professional staff 

assigned from Headquarters, of which the largest single component is the 

housing allowance. There is, of course, wide variation in incremental costs 

among Field Offices, with the highest on the average occurring in Africa, 

south of the Sahara, and the lowest in Latin America. It should be noted that 

approximately two thirds of the incremental cost is ~ffset by the use of the 

member countries' unreleased 9% capital contributions to pay local administra­

tive expenses of the Field Offices. In FY79 this unreleased 9% capital was 

utilized to pay local administrative expenses of the Bank totalling $3.8 

million; the greater part of this amount was expended on the local adminis­

trative costs of field offices. 
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III. The Roles of the Facilitating Field Offices 

14. The preceding section of this report has described the current 

situation and identified the fact that the majority, 20, of the Bank's Field 

Offices are small with usually only one professional staff member assigned 

from Headquarters. These Field Offices have as their key role the function 

of facilitating the operations of the Bank's headquarters staff and maximizing 

development activities in the borrowing country. 

15. The activities of the facilitating Field Offices fall into three 

main groups: 

activities largely related to the government; 

activities largely related to the Bank's work; and 

other miscellaneous tasks. 

16. Taking these in turn, the activities related to the government are to: 

develop the working relationship between the borrowing 

government and the Bank; 

explain the policies of the government to the Bank and 

equally to ensure that the government understands the 

policies of the Bank; 

train the government's staff to meet Bank procedural 

requirements and regulations so that there is both a 

complete understanding of these requirements and an 

ability to operate within them; 

engage in a policy and programs dialogue; 

help the project agencies to comply with the conditions 

of loan and credit effectiveness; 
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assist the borrower to resolve his implementation problems; 

expedite activities requiring inter-ministerial cooperation 

within the borrowing government; 

17. The activities which are largely related to the Bank's work include: 

acquiring an understanding of the factors that influence the 

economic growth and development of the country; 

gathering basic economic data; 

providing a reporting mechanism to the Bank so that 

changes in the borrowing government's policies, priorities 

and personnel are recognized; 

providing administrative and logistical support for visiting 

missions and consultants employed by the Bank; 

providing visiting missions from the Bank with an under­

standing of the cultural and sociological implications of 

different options and ensuring that staff are aware of 

these implications; 

offering opinions based on on-the-ground presence and other 

inputs into the Bank's macroeconomic, sector and country 

programming work; 

offering suggestion, as part of their normal day-to-day work, 

for potential projects which are relevant to the country's 

development strategy and to the Bank's lending program 

objectives; 

contributing as requested in project preparation, particularly 

where there is a need for understanding of local factors; 
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helping expedite and participate in loan negotiations as 

assigned by headquarters; 

following up on mission recommendations contained in an 

aide-memoire and report to He~dquarters on progress between 

missions. 

18. Irrespective of the role assigned to a particular office, every 

Field Office represents the World Bank and not just the Region to which 

it is functionally responsible. Thus, some of the work done by the Field 

Office is not directly related to facilitating and expediting the basic 

lending processes of the Bank. These other tasks include: 

acting as a liaison with other aid donors and representing 

the Bank on inter-agency coordination committees, often in 

the chair; 

assisting visiting missions from other aid agencies with 

data on current aid programs of both the Bank and other 

multi- and bi-lateral donors; 

distributing Bank publications, studies, press releases 

and other information; 

carrying out preliminary evaluations of staff candidates 

who apply to join the Bank; 

interviewing and, as relevant, recommending suitable 

candidates for Economic Development Instititute courses. 

19. Finally, there are a number of limited ad hoc activities includ­

ing, for example, occasional work for the International Finance Corporation 

or the International Center for Settlement of Investment Disputes. 
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20. Four of these small Field Offices have more than one professional 

assigned from Headquarters and these offices can take on a more substantive 

role and a more active part in the program and policy dialogue and the assembly 

of inputs for the Bank's economic and sector work. The additional staff makes 

it possible for the facilitating Field Office to provide more continuous cover 

and more comprehensive inputs. 
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IV. The Role of Field Offices With 

Operational Responsibilities 

21. Seven of the 27 Field Offices currently established in developing 

countries have operational responsibilities that go beyond those of facili­

tating operations. Their responsibilities are mainly for the execution of 

one or more of the following elements of the core process, or elements of Bank 

economic work and lending operations: 

country economic work; 

sector work; 

project identification; 

project preparation; 

project supervision; and 

disbursement. 

These seven offices and the core process elements that they execute are iden­

tified in Annex 1, under "Offices with Operational Responsibilities." 

22. Responsibility for other parts of the core process have not been 

transferred to the field; there is no rationale and little support, within 

the Bank or within borrowing governments, for transferring such processes as 

project appraisals, negotiations and final loan approval to the field. These 

require substantial inputs from staff specialists in different Departments of 

the Bank, from the President and other top Bank officials, and finally from 

~ Executive Directors. The value of this central input is widely recognized. 

Project evaluation, because of need to respond to headquarter's enquiries, is 

similarly a function best retained centrally. 
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23. Annex 2 arrays the field offices' staffing by functional categories, 

and shows that of the total of 117 professional staff positions outposted 

from headquarters, 79 of them -- or 68% -- are engaged in the core process. 

Of these 79, 65 are projects staff, executing sector analyses and parts of 

the project cycle, predominantly in the agriculture sector. Two are disburse­

ment officers, and the remaining 12 are programs staff -- either economists 

performing country economic analyses or loan officers coordinating the progress 

of country lending programs. 

24. The Bank has established these large, multi-purpose operational 

missions in countries and geographic regions where the size of Bank programs 

and the needs and willingness of borrowers for particularly close collabora-

• tion with the Bank combine to make execution of one or more elements of the core 

process more efficient by field-based rather than headquarters-based staff. At 

present, only in India and Indonesia is the main country economic analysis 

performed by staff residing in these countries. Agricultural sector economists 

also reside in India and Indonesia to perform sector analysis in agriculture 

which is an important part of these countries' overall economic analyses. This 

work also results in the identification of agriculture projects, and thus links 

to the downstream process of project identification and preparation carried out 

in those offices . 

25. All sev~n of the Field Offices are engaged in the identification 

and preparation of agriculture projects, in varying degrees of coverage 

vis-a-vis the subsectoral types of projects, geographic coverage of a region 

or large country, and the proportion of the total pipeline of the region or 

country. The main factors governing the assignment of project generation 
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responsibilities are (i) the size and composition of Bank operations; (ii) the 

relative capacities of headquarters and resident staffs in particular areas of 

technical expertise; (iii) comparative time and costs of travel and communica­

tions from field or headquarters; and (iv) the managerial ability of borrowers. 

Regional Vice Presidents take these and other factors into account in deciding 

the optimal deployment of their limited staff resources. The Regional Mission 

in Eastern Africa, for example, handles identification and preparation of 

agriculture projects except in forestry, irrigation and fisheries; in those 

subsectors there is little or no technical expertise among the staff assigned 

to the Field Office and there is insufficient work to warrant the assignment 

of full-time staff with these specialties to the field; thus the work must be 

done by staff deployed from headquarters. As another example, the small 

office in Recife handles only the preparation of rural development projects in 

Northeast Brazil. 

26. Six of the offices (Recife excepted) are engaged in agriculture 

project supervision, again with variability as determined by Regional Vice 

Presidents according to circumstances peculiar to their regions. There is 

strong operational linkage between project supervision and project generation: 

knowledge of the sector, subsectors and countries gained by supervising 

projects is particularly applicable to the identification and preparation of 

new projects; close Bank-borrower relationships established during supervision 

can speed the process of generating future projects. Therefore, there are 

natural forces working to combine responsibilities for project generation and 

project supervision in these large field offices. Supervision activity in the 

six offices ranges from 100% of all agriculture projects by the Resident Staff 

in Indonesia to supervision of agriculture projects in the Ivory Coast only by 

the Regional Mission in Western Africa (which has responsibility for project 
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generation in several countries of the Region). The other offices handle 

roughly between 50% and 75% of the supervision of the agriculture projects 

in their assigned country or sub-regional area. 

27. Outside the agriculture sector, assignments of project work to 

the field offices are few and scattered. The Regional Mission in Eastern 

Africa has a small unit that supervises education projects in five countries 

of the Region. Also, in the education sector, the office in Bangladesh is 

responsible for supervising one project. In the Regional Mission in Western 

Africa, there is a small highways unit responsible for the full project cycle 

-- identification, preparation, appraisal, and supervision -- for feeder road 

projects; this is the only unit in the field that performs project appraisals. 

The Regional Mission in Eastern Africa also has two disbursement officers in 

residence who are integrated with the supervision of ~griculture and education 

projects; this is the only place outside headquarters where the disbursement 

function is executed. 

28. The foregoing and Annex 1 describe generally the role of Field 

Offices with operational responsibilities at the end of FY80. The situation 

is ever changing, has changed markedly in some locations in recent years 

(e.g., Indonesia), and undoubtedly will continue to change. 
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v. The Bank's Policy on Field Offices 

29. The Bank's policy with respect to Field Offices has, to date, been 

a policy that can best be characterized as one featuring pragmatism. The 

Bank does not have a detailed, uniform,' Bank-wide policy for Field Offices. 

Instead, it has preferred to let circumstances and needs in each country and 

region and the initiative of the Regional Vice Presidents determine when and 

where offices should be established and what funct~ons they should be assigned. 

This is in part because, until well into the 1970's, Field Offices were con­

sidered something of an exception to the Bank's normal way of conducting 

operations, and in part because of a recognition that no centrally prescribed 

formula could be applied to all member countries or regions. 

30. The Bank seeks to be fully responsive to each borrowing member's 

needs. At the same time, the Bank seeks to avoid usurping the country's rights 

in and responsibilities for determining its own development strategy and for 

conceiving and executing its own development progra~ and projects; it advises, 

assists, and at times counsels, but always in ways that aim to encourage 

development and project operation by the country itself. Moreover, the Bank 

is rigorous in appraising projects to help ensure their technical, financial 

and economic soundness, and it also attempts to be most prudent in its use of 

funds for staff and operating expenses. Within these delicately balanced and 

sometimes conflicting objectives, the Field Office policy that has been 

evolving is essentially to put a facilitating office in a member country when 

the Bank and the government agree that one is necessary to improve working 

relationships. For the most part, key decisions and responsibilities for the 

core process remain in the central headquarters where the Bank can afford to 
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assemble the critical mass of specialists to apply the rigorous analyses that 

maintenance of quality demands and where final decisions are made by the 

Executive Directors. Facilitating offices help to improve mutual understand­

ing so that these key decisions and the execution of the core process by the 

headquarters can be expedited. Core process responsibilities are transferred 

to existing or new Field Offices when balanced considerations indicate it 

will be operationally more efficient for them to be performed from within 

the country or from geographically decentralized regional locations. 

31. This policy of pragmatism has resulted in substantial growth in the 

number of Field Offices and Bank staff in the field, as was noted earlier in 

Section II. The field staff is still small numerically and relative to head­

quarters; however, its rate of growth has exceeded that of the Bank overall in 

response to developing requirements to have certain activities transferred to 

the field. This trend is expected to continue. 

32. The existing informal policy has served the Bank well over the past 

decade, and it is expected that it will continue to serve well over at least 

the next five years. However, given projections of continuing Bank growth, 

the time has come to give the policy a greater degree of formality than it now 

has and, more importantly, to develop more specific action programs to carry 

it out. In the following section of this memorandum, the guideline factors 

governing the establishment of facilitating offices and the transfer of 

elements of the core process to the field are briefly discussed. I propose 

to call upon the Vice President, Operations and each Regional Vice President 

to utilize those guidelines and, with assistance from the Organization Plan­

n!ng and Programming and Budgeting Departments, prepare a specific action 
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program for development of the field structure. I will provide these programs 

to you as part of the budget presentation of FY82 or at other times, as 

appropriate. 

33. Beyond these regional action programs I propose also to examine, 

reevaluate, and modify if necessary a number of current practices relative 

to resource and administrative support of the field establishment. These 

include present budgeting, personnel, and performance review practices. 

34. With respect to budgeting, for example, the Bank has beeh trying 

for some time to follow the policy of requiring the incremental costs of new 

facilitating offices to be absorbed, at least in part, within the Regional 

budget. The underlying assumption has been that creation of any Field 

Office should produce cost savings in the use of Headquarters manpower and 

related expenses that would offset the cost of the new office. As a result 

of this policy, there have undoubtedly been fewer proposals advanced by the 

Regional Offices for the creation of new facilitating offices than might 

otherwise have occurred. This assumption is valid for the Field Offices 

that perform the elements of the core process; they should produce offsetting 

Headquarters savings. However, it is questionable whether the assumption of 

offsetting Headquarters cost savings is fully valid for facilitating offices. 

Experience shows that the creation of a facilitating office usually increases 

rather than decreases the Headquarters workload. This is because the facili­

tating office, if successful, leads to the acceleration and enrichment of the 

Bank's activity in the country, as well as to some improved staff efficiency. 

This is almost inevitably the result in the poorer countries, which can benefit 

the most from the establishment of a facilitating office. 
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35. In the formalization and application of the Field Office policy, 

this budgeting principle will be reevaluated. Consideration will also be 

given to improving our techniques for identifying and selecting staff for 

Field Office assignments so as to assign those who combine operational exper­

ience with such desirable personal characteristics as maturity, diplomacy, 

patience, persistence and openness. We also plan to continue developing our 

procedures and methodology for periodically evaluating the performance and 

cost effectiveness of individual Field Offices. 
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VI. Guidelines for Establishing Facilitating Offices and for 

Transferring Functions of the Core Process to the Field 

36. The work done by both Facilitating and Operational Field Offices, 

as previously noted, has made important contributions to the efficiency and 

effectiveness of the Bank's work. This will continue provided that the estab­

lishment of new Field Offices and the activities of the existing offices are 

carefully planned and their functions carefully fitted into the Bank's struc­

ture and processes. The policy will be to continue encouraging the develop­

ment of Field Offices whilst continuing to vest the ultimate responsibility 

with the Regional Vice Presidents. For the foreseeable future, responsibility 

will remain with headquarters officials for appraisal, negotiation, approval 

and other core process elements that require interrelated application of 

critical masses of specialized skills that can only_ be feasibly maintained at 

headquarters. 

37. The following factors will be considered and applied as guidelines 

to the development of the regional action programs noted in the preceding 

section. First the factors for facilitating offices, some of which relate 

to the Bank's planned activities; others to the nature of the country and its 

geographical location. Taking the Bank's activities first, the factors 

are: 

volume of the lending program; 

size of the lending program in terms of the number 

of projects; -

planned build-up of the lending program; 

status of project preparation; 
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rate of disbursements and sectoral composition of the 

projects under execution; 

changes in the sectoral pattern of lending; 

importance of the role of the Bank among the external 

providers of capital aid and technical assistance. 

38. Turning to the nature of the country, the factors to be considered 

include: 

per capita gross national product; 

the size of the population; 

status of the country, particularly if it is in the 

category "least developed" or "other poorest"; 

size of the IDA allocation; 

level of government management and administ~ation; 

cultural and social differences; 

standard of communications between headquarters and 

the country; 

distance from headquarters. 

39. The guidelines for deciding on the transfer of selected elements 

of the core process to the field are largely different from those which 

apply for facilitating offices and reflect the Bank's particular interest 

in increasing its role as a lender for development. So far the Bank has 

identified six core process elements which can be carried out effectively 

in the field in certain countries; the preparation of country economic reports, 

sector work, project identification, preparation, supervision and disbursement. 
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40. Consideration of the transfer of any of these activities requires 

satisfaction of three overall guidelines. 

the volume of work must have reached or be expected to 

reach a level sufficient to warrant the full-time ass i gn­

ment of a critical mass of staff with a sufficient 

range of sub-specialties to be able to cover the majority 

of the proposed work program ; 

the allocation of responsibility for the specific activity 

must be clearly definable with complete agreement on the 

proposed work program; 

the improvements in efficiency and the benefits in improved 

operation must be recognizable and relate to the increased 

costs. 

The country level is the preferred location to which the activities should be 

considered for transfer. However, where country prqgrams are not large enough 

to warrant, consideration can be given to locating the critical mass away from 

the headquarters in a regional office if its location outside Washington will 

improve Bank responsiveness, if transporation and communications facilities 

are good, and if sufficient headquarters cost offsets can be attained. All 

three of these guidelines should be continually reviewed with staff in the 

field to keep up-to-date with changing circumstances, and thus changing 

responsibilities, and to ensure that new staff in the field as well as in 

headquarters have a clear understanding of their relative roles and duties. 

Since each Field Office, in effect, is executing a portion of the workload for 

which a Regional Vice President is accountable, as are the staff members in 

Headquarters who report to him, and since the distribution of duties between 
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Headquarters and field with respect to workload are not uniform among offices 

and can change over time, it is imperative that all personnel involved are 

always current on their respective responsibilities. 

41. There are a number of more detailed guidelines which relate to the 

transfer of some of these core process activities. Taking these in turn in 

order of their logical assignment to the field: 

Project Supervision: 

size, in terms of number of projects, of the lending 

program in sectors with significant human resource 

development components; 

need for short irregular supervision missions; 

need for continuity of staff on supervision. 

Project Identification and Preparation: 

status of the project pipeline; 

planned increases in the lending program; 

number of projects with high human resource development 

components; 

managerial and technical capacity of the potential 

borrower. 

Country Economic and Sector Work 

large countries, particularly those with federal type 

governments; 

large population; 

unreliable data bases. 
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Disbursements 

number of projects, particularly in new sectors; 

supervision function already in the field; 

absence of strong government and project administrative 

capability. 

42. The transfer of these parts of the core process to the field will 

lead to improved effectiveness and efficiency of the Bank's oferations. 

Clearly, their transfer is less indicated if, on the one hand, the country 
\ 

lending program is small, the number of projects is low, and, on the other 

hand, the country has a technically capable, efficient and well managed 

bureaucracy and has sufficient managers to staff the borrowing agencies. 

43. The main requirement is that there should be sufficient work to 

justify the transfer of a minimum number of staff to provide a critical 

mass for performing one or more parts of the process in a sector. This 

can be done two ways. In Asia, the work programs in Bangladesh, India and 

Indonesia justify the establishment of agricultural units with specific 

responsibility for the individual countries. In Africa, where the lending 

programs are generally smaller, regional Field Offices have been established 

with staff responsible for supervision and identification and preparation of 

agricultural projects in a number of countries. 
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VII. Conclusion 

44. As I have already indicated I am now asking the Vice President, 

Operations and each Regional Vice President to use the guidelines which have 

been developed and with assistance from the Organization Planning and Program­

ming and Budgeting Departments, to prepare an action program for strengthening 

the Field Offices in the regions. 

45. At the same time, I am asking the support departments in the Bank, 

particularly in Personnel, Compensation and Administrative Services Depart­

ments to review the implication of an increasing number of Field Offices 

and a larger number of staff in the Field. 

46. These reviews will be carried out during the next three months 

and I will provide you with the programs as part of the budget presentation 

for FY82, or at other times as appropriate. 
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I. INTRODUCTION 

1. The report prepared for the Executive Directors on the "Role 

of the Field Offices" indicated a number of factors that the staff of the 

Bank have taken into account when considering whether or not to establish a 

facilitating Field Office or to transfer responsibility for the core process 

to a particular regional centre or country. 

2. This report now develops these factors into guideli~es to assist 

Regional Vice Presidents and regional management to carry out a copntry-by­

country review of their region with the objective of determining where: 

additional facilitating Field Offices are required; 

3. 

existing facilitating Field Offices can be strengthened; 

responsibility for core process can be transferred to 

the field; 

This review, envisioned in the terms of reference for the study 

of the role of the Field Offices, will be carried out during the second 

quarter of FY81 with the intention that agreed proposed changes to strengthen 

the Field Offices will be incorporated in the plans and budgets for FY82. 

4. Clearly these guidelines are indicative; Regional Vice Presidents 

and regional management must retain the ultimate authority and responsibility 

for the work programs and staffing levels. They must decide on the optimum 

level of staffing in the field. 

s. Turning now to the guidelines for the establishment of facilitating 

Field Offices. 
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II. GUIDELINES FOR THE ESTABLISHMENT OF FACILITATING FIELD OFFICES 

6. The Bank will take into consideration a number of guidelines to 

decide in which countries a facilitating Field Office is required. 

(i) Size of Lending Program 

All the Bank's current Field Offices with the exception 

of Zaire are found in countries where the five-year lending 

program is greater than US$100 million. Plans have reached 

various stages of development for an additional seven offices, 

all in countries with programs over US$100 million. Thus a 

reasonable guideline, extrapolating from the past, is that 

before a Field Office is considered, the lending program in 

a country should exceed US$100 million. 

(ii) Number of Bank Operation§ 

Consideration should be given to the number of Bank 

operations in the country. A reasonable guideline is that 

the number of projects in execution and in the five-year lending 

program should total at least 20. 

(iii) Planned Build-Up in the Lending Program 

A rapid increase in the lending program to a country can 

often be facilitated by establishing a Field Office. Thus, if there 

is an objective to increase substantially the country's ability to 

absorb Bank lending, a Field Office should be considered. 

(iv) Status of Project Preparation 

Field Offices can make a contribution to improving and accel­

erating the process of project preparation. If there are problems 

in the pipeline, they may well be alleviated by the establishment 

of a Field Office. 
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(v) Rate of Disbursement 

If the rate of disbursement is unsatisfactory, there is 

much that staff based in the field can do to improve the situa­

tion. This is particularly true when there has been a recent 

past increase in the number of approved loans and the borrower 

requires assistance in setting up procedures to comply with the 

Bank's requirements. 

(vi) Changes in the Sectoral Pattern of Lending 

The Bank is increasing lending to the soft sectors with 

high human resource development components. These projects 

require closer involvement of Bank staff. Thus, if the country 

program contains an increasing volume of lending for soft 

sector projects a Field Office should be considered. 

(vii) Role of Bank in External Assistance 

The justification for a Field Office will be higher if 

the Bank is playing a lead role in mobilizing or coordinating 

external aid from a number of donors and financial sources. 

(viii) Gross National Product Per Capita 

The majority of the Bank's present Field Offices are in 

countries designated "least developed" or "other poorest". 

Because such countries may lack the resources to staff their 

public administrations adequately, a Field Office may be 

justified as a form of technical assistance. It should be 

noted that countries in these categories are among those 

eligible for IDA credits. 
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(ix) Size of Population 

There tends to be a correlation between the size of the 

population and the number of projects in the lending program 

and the volume of lending. The Bank will, nevertheless, also 

consider separately the population of the country when review­

ing the need for a facilitating Field Office, since it is 

desirable that the benefits from the incremental expense 

incurred by the Bank in establishing an office should be widely 

distributed. 

(x) The Level of Government Management 

Many countries, particularly in Asia and Africa, suffer 

from an acute shortage of trained administrators and technical 

personnel. As a result, managerial competence is low. This is 

another factor that will be taken into consideration in assess­

ing the need for a Field Office. 

(xi) Cultural and Social Differences 

Some countries have complex cultural, social and political 

structures which are easier to understand and work with from 

an in-country location than through travel from Headquarters. 

(xii) Regular and Reliable Communications 

Not every borrowing country has a reliable postal system 

and many are limited in the budgetary resources available for 

telecommunications. Thus, if communications with the country 

are poor, effective work from Headquarters is hampered and the 

need for an in-country Field Office is strengthened. 
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(ix) Distance from Washington, D.C. 

If the country is distant from Washington, a facilitating 

Field Office can often establish work programs for missions which 

reduce the time being spent on preparatory or follow-up matters. 

Not all these guidelines have to be satisfied for a facilitating 

Field Office to be set up; nor indeed should such an office be set up just 

because a particular country and its program satisfy all the guidelines. 

Responsibility lies with the Regional Vice President and his management 

- team. 

8. One professional staff member cannot carry out all the activities 

that are expected of him by the Bank, the host government and other aid donors, 

who look to the Resident Representative to provide the lead in developing 

aid coordination. Nor is it likely that one man will have all the skills 

necessary to carry out all the activities to ensure . the Field Office is fully 

effective. A Resident Representative in a facilitating Field Office is often 

only on duty for 40 weeks a year after allowing for leave, sicknesses and 

visits to Headquarters. A one-man office therefore is unmanned for a quarter 

of the year, (excluding any time the Resident Representative may spend on 

tour) and often for longer periods when a Resident Representative comes to the 

end of his tour and before the new representative is appointed and in post. 

9. The appointment of a deputy is clearly indicated in the majority 

of the Bank's one-man offices to increase efficiency and to provide continuity. 
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III. GUIDELINES FOR TRANSFERRING FUNCTIONS OF THE CORE PROCESS TO THE FIELD 

10. There are three main guidelines which determine whether or not 

functions of the core process can be transferred either to a regional or 

country Field Office; 

(a) the volume of work must be sufficient to allow for the transfer 

of a critical mass of staff with a sufficient range of 

sub-specialities to be able to cover the majority of the 

proposed work program; 

(b) the allocation of responsibility for the specific part 

of the core process must be clearly defined with complete 

agreement on the proposed program; 

(c) the improvements in efficiency and the benefits in improved 

operation must be recognizable and relate to the increased 

costs. 

All three of these guidelines should be continually reviewed with staff in 

the field to keep up to date with changing circumstances, and thus changing 

responsibilities, and to ensure that new staff in the field have a clear 

understanding of their role and duties. 

11. There are a number of more detailed guidelines which relate to the 

transfer of some of the core process. Taking these in turn in order of their 

logical assignment to the field: 

(a) Project Supervision 

(i) size, in terms of number of projects, of the lending 

program in sectors with significant human resource 

development components. Current experience suggests a 

minimum of 20 projects in a sector are required to 

provide a reasonable work load. 
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(ii) need for short irregular supervision missions. If a number 

of projects have a need, particularly in the early stages, 

for short irregular supervision missions this will support 

the need to transfer the supervision function to the field; 

(iii) need for continuity of staff on supervision. Soft sector 

projects require continuity of staff on supervision since 

much of the assessment of progress will depend on intangible 

improvements rather than a review of the construct\on of 

physical facilities. 

(b) Project Identification and Preparation 

(i) these two parts of the core process can be used to balance 

the work load of supervision staff in the field but if the 

status of the project pipeline is poor and the country's 

managerial and technical capacity low, staff in the field 

can make improvements; 

(ii) planned increase in the lending program. A large increase 

in the lending program indicates the need for the develop­

ment, to the preappraisal stage, of an increased number 

of projects. This indicates that staff should be transferred 

to the field particularly if the projects planned have high 

human resource development components. 

(c) Country Economic and Sector Work 

(i) there are only a limited number of countries where the 

economic and sector work is best carried out in the field. 

However, where the country is large in area, has a high 

population and a federal government, or has a high degree 

of geographical or cultural fragmentation,, country and 

sector economic work should be transferred to the field; 
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(ii) where the data bases are unreliable and the updating of 

existing information with accurate inputs difficult, staff 

in the field can help. 

(d) Disbursements 

(i) a large number of projects under implementation indicates 

that the disbursement function can be transferred to the 

field, particularly if these projects are in new sectors 

or are loans to new project agencies where there are high 

initial training and monitoring requirements; 

(ii) unless the supervision function is in the field, the transfer 

of disbursements should only be considered exceptionally; 

(iii) where continuing advice and assistance to borrowing agencies 

is required, the disbursement function should be in the field. 
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IV. ACTION PROGRAM 

12. The guidelines indicate the bases on which transfer of functions 

to the field should be considered. To implement these guidelines it is 

proposed to hold seminars in the Fall of 1980, with Regional Vice Presidents 

and management to explain these guidelines, and to refine them, before 

carrying out a country-by-country review in each region with the objective 

of identifying accurately where staff can be transferred to the field and 

when. 

13. At the same time the cost implications will be discussed with the 

Programming and Budgeting Department so that accurate estimates of the costs 

of transferring the staff can be made • 

• 14. The preparation of a summary of the individual regional proposals 

and their costs and benefits will then be prepared f.or management. 

15. Finally, the report on the "Role of the Field Offices" drew atten-

tion to the need for a review of the activities of Personnel, Compensation 

and the Administrative Services Departments in relation to the Field Offices. 

Following the work on the regional programs it will be necessary to assess 

in detail the staffing requirements and support functions necessary to ensure 

that the Field Offices can operate effectively. This study will also be 

carried out in the Fall 1980. 
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Implications of the Guidelines 

1. The report, prepared for the Executive Directors, has set out the 

Bank's policy and indicated the guideline factors that are taken into account 

in deciding when to establish a facilitating Field Office, when to strengthen 

it and when to transfer functions of the core process to the field. A supple­

mentary Paper I, for management, has developed the guideline factors into more 

detailed guidelines and this paper now examines the implications. 

2. Application of the guidelines have implications for the Bank and 

the development of the Field Offices. They are: 

3. 

a gradual increase in the number of staff in the field by 

1985; 

an increase in the cost of the Bank's operations with 

associated increases in effectiveness of staff utilization 

and responsiveness; 

a change in headquarters support functions for the Field 

Offices. 

In the case of facilitating Field Offices the application of the 

guidelines to the Bank's presently projected program over the next five years 

could result in Field Offices being set up in some ten additional countries, 

largely in Africa and Asia where the shortage of trained government adminis­

trators is generally more acute than in Latin America and in Europe, the 

Middle East and North Africa, and also where the stage of development is lower 

as reflected in the allocation of IDA credits. 

4. Examination of the activities carried out by the facilitating 

Field Offices show that, after the initial start-up, there is usually suffi­

cient work for a minimum of two professionals. The implication is that a 
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further 17 positions could be assigned to the field over the next five years 

to meet this need in existing offices. Furthermore, in a number of cases where 

new Field Offices are established early in the 1980s, the appointment of a second 

staff member will be likely by 1985 leading to a further four to five posi-

tions in the field. 

s. Thus, to expand and strengthen facilitating Field Offices, a further 

32 positions will likely be in the field by 1985. Some of these will be in new 

Field Offices, others in existing offices. 

6. The implications of the application of the guidelines to the trans-

ferring of core processes are far greater in terms of potential staff numbers 

in the Field. Whilst fully accepting that it is the Regional Vice President's 

~ responsibility to decide on the allocation of staff between headquarters and 

the field, and that a country-by-country review is necessary, nonetheless the 

guidelines do indicate that substantially more staff can be transferred to the 

field over the next five years. 

In project supervision, large agricultural lending programs exist 

in at least six countries where supervision is currently carried out from 

headquarters; using both India and Indonesia as a guideline, where nine agri­

cultural staff are in the field, indicates that in these six countries a 

further 54 staff would be assigned to the field. 

8. Of the remaining sectors, four have high human resource development 

components. These are the Water Supply, Urban, Population and Education. 

Increasingly also lending in the Transportation sector contains substantial 

training and institution building components requiring more involvement of 

Bank staff. 
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9. Currently, on a country-by-country basis, no individual country has 

a sufficiently large program to justify transferring the supervision function 

in any of these sectors. However, on a regional basis, there is clearly 

sufficient work in the Transportation sector to justify transfer of super­

vision to the field in both the African regions. This would increase the 

staff in the field by 10-12 positions in each regional Field Office - a total 

of 20-24 additional staff. 

10. As lending programs grow over the next five years, the increase in 

the number of projects will, on a regional basis, justify transfer of more 

staff to the field. No accurate assessment can be made but it is possible to 

envision the re-establishment of the Education unit in the regional Field 

Office in Western Africa and to establish regional units for Transportation 

project supervision in South Asia and East Asia and Pacific Regions. This 

could lead to a further 30-36 positions in the field. 

11. Project identification is an on-going activity of all staff and 

no incremental staff in the field are envisioned. In estimating the number of 

staff that will be transferred to the field for supervision, upper limits of 

numbers have been used to ensure a critical mass and it is envisioned that 

these staff located in the field will be used for project preparation. No 

increase is therefore planned for this process. 

12. In only one case, the regional Field Office in Eastern Africa, 

is the disbursement function delegated fully to the field. Over the next five 

years it should be possible to move this function and increase the number of 

regional and country Field Offices where it is carried out, thereby increasing 

the staff in the field by twenty. 
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13. In economic and sector work, the probability is that except in the 

most distant, large, and heavily populated countries with complex federal 

structures, the advantages of preparing the economic report in Washington will 

outweigh the benefits of transferring a sufficient number of staff to the 

field to be effective. Thus, no more than three or four countries are likely 

to be candidates for these processes. This would involve the transfer of 

sixteen economists to the field. 

14. No mention has yet been made in this report of lending for struc­

tural adjustment. However, where the Bank lends for structural adjustment, 

there will be a need for almost continuous monitoring of the borrowing govern­

ment's financial policies. Perhaps, where facilitating offices exist, and 

where government reporting and communications are good, this monitoring and 

reporting function could be handled by the facilitating office. However, 

circumstances may be such as to require additional staff in the field for 

those functions or for technical assistance to help develop policies or build 

general government capability. At this stage, no firm estimate can be made. 

15. In summary, the total number of additional staff in the field by 

1985 is likely to be in the range of 172-182; an increase of 145-155% over 

the present level. This total consists of: 

Strengthening existing facilitating Field Offices 

New facilitating Field Offices 

Agricultural supervision 

Other sectors' supervision 

Project identification and preparation 

Disbursement 

Economic and sector work 

Structural adjustment 

17 

15 

54 

50-60 

20 

16 

172-182 
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16. Turning now to the increased costs of additional staff in the 

field; a previous section has shown that on average in FY79 it cost 54%, or 

$50,530, more to maintain a professional staff member in the field. However, 

particularly in South Asia Region, local professional staff are being taken 

on to carry out parts of the work program currently done by internationally 

recruited staff and thus estimates of costs are dependent on the balance 

between locally and internationally recruited staff. As a maximum, imple­

mentation of the guidelines is likely to increase the present costs by $9.2 

million. Each Regional Vice President will have to review each proposed 

transfer of staff to the field and consider different options aimed at deriv­

ing the full benefits from having staff in the field whilst minimizing 

costs. 

17. This proposed substantial increase in the ' number of staff in the 

field also has implications for other departments in the Bank; for Personnel, 

for Compensation and for the Administrative Services Departments. With only 

relatively few professional staff in the field, the support required has 

been limited and has required relatively little headquarter's staff involve­

ment. This will not be so over the next five years. 

18. Although some work has already been done over the last few years 

and new material on general field office personnel administration, security, 

and reassignment have been issued, there remain a number of areas where 

further policies and procedures are needed. These include, for example, 

the development of personnel guidance for local and seconded staff, revised 

compensation policies and more comprehensive systems of staff appraisal. 

19. A number of new procedures have also been established covering, 

for example, the evaluation of existing offices, Field Office assignments, 
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pouch services but other areas, including records management and communica­

tions, now require increased supporting inputs. 

20. A personnel officer, with responsibility for headquarters based 

staff on field assignment has recently been appointed; part of his work 

must be to ensure the orderly transfer of staff to and from the field and 

the preparation of briefing and orientation procedures for professional 

staff and their families. 

21. The Field Coordinator has an agreed work program which encompasses 

much of the new work that has to be done and a number of other activities 

which include procedures for the activation of new offices and reviews of 

personnel practices and communications. He cannot be expected to carry out 

~ all this innovative work on his own and will need to become increasingly a 

coordinator of a number of task forces. This role was envisioned in the 

agreed terms of reference. 



RECORD OF SEVENTEENTH MEETING OF 

PERSONNEL MANAGEMENT COMMITTEE 

STRICTLY CONFIDENTIAL 

1. Mr. McNamara convened a meeting on August 5. Present were: 

Messrs. Stern 
Sommers 
Chaufournier 
Clarke (Acting VPAOP) 
Pollan 
Koch-Weser 

Messrs. Paijmans and Qureshi were out of town. 

Compensation Matters 

(a) Progress of Compensation Studies 

SEP 1 8 2013 
WBG ARCIDVE 

2. It was noted that the Hay survey report will not be available 
before the latter part of January 1981 - a copy of the revised survey 
schedule is attached. 

3. McNamara emphasized that no consultations with IMF or Staff 
• Association should take place on matters arising from the survey report 

until after they had been considered by PMC. To this end a 9etailed 
timetable for the various stages of the review,after the survey data 
are available,should be prepared for the September PMC meeting. 

(b) Purchasing Power Parity 

4. It is too early to decide upon the formula to be adopted - if 
necessary the survey data could be shown adjusted for purchasing power 
parity by two or more formulae. 

5. At this stage the ICP Fisher formula appeared preferable. Use of 
the Wiesbaden Index was not acceptable but, if IMF insisted on its use, the 
survey report should show its effect in addition to that of whichever 
formula may be decided upon by the Bank. 

(c) Mid-Year Salary Adjustment 

6. McNamara decided that the Staff Association memorandum of July 30 
shall be distributed to the newly established Board Committee on Staff 
Compensation Issues. 

7. When the February - August price rise in Washington is known (the 
CPI will be published about August 22), the redrafted Board paper should be 
submitted for PMC consideration before any consultation takes place with IMF 

J 
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or the Staff Association. It was noted that the Managing Director is 
inclined against a mid-year adjustment largely on the grounds that it would 
be "difficult to justify given the retroactivity of any adjustment resulting 
from the Hay survey and might prejudice ongoing quota deliberations in 
the US Congress. On the other hand, he was concerned lest the juxtaposition 
of the outcome of the Hay survey and the regular spring 1981 adjustment 
give rise to a politically difficult large increase for some staff. 

Personnel Management and Organization Matters 

(a) Field Office Study 

B. McNamara asked that the consideration of the paper be deferred until 
all members of the PMC return from their respective vacations. (It will 
likely be reverted to at PMC's meeting in September.) 

(b) Developing Country Nationals in the Bank's Management 

9. The meeting approved,with certain adjustments in paragraphs 14 and 21, 
the PMD paper containing a suggested response on a recommendation of the 
Brandt Commission. 

(c) Senior Position Planning Review for FY81 

10. McNamara asked that discussion of these positions on which there was 
a dissent from Vice Presidents b.e deferred until the September PMC meeting. 
The other recommended positions could be put into place. 

11. Stern mentioned, as a systemic- point, that he would like to be 
involved in the process before the Review Group gave any indications to 
VPs regarding recommended dispositions. The meeting took note that PMD 
was .reviewing the whole Senior Position planning process with a view to 
making a proposal for an improved system. 

12. McNamara also asked that in future, the comprehensive table on Bank 
Managerial and Senior Staff Specialist Profiles be accompanied by a comparison 
of the situations in .the UN, the IMF, the Asian Development Bank, the Inter­
American Bank and the OECD. 

DPS 

13. The meeting also addressed the work being done by OPD regarding the 
structure of DPS. There was considerable discussion with the main points 

~ being that: 

it was too early to address the DPS structure; 
the Bank's · ~ext President would probably want to make an input; and 
the essence was really to agree on the minimum requirements 
for finding a replacement for Hollis Chenery. (Chenery had already 
recommended a list of possibilities to McNamara.) 
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14. The conclusion was that we would find the right man first, a leader 
in ideas on development, and only then address the organization of the 
DPS, a matter which could be viewed independently from Chenery's replacement. 
In other words: "Start from and with the man, and then shape DPS." 
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1980 COMPENSATION SURVEY SCHEDULE 

Detailed Schedule revised in light of extensive discussions 
with Hay Associates and IMF this morning attached. 

Distribution of final survey report now scheduled for last 
week of January 1981. The principal reasons for the slippage are: 

a greater than anticipated number of job 
matches identified (which will add to the 
quality of the survey) but which must be 
evaluated; 

delays experienced in the job matching 
exercise in France. 

Compensa9don Department 
RA~:ean 
A~t. :;: 1980 

,.SI\ 

' 
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WORLD BANI< I iNTERNATIONAL FiNANCE CORPORATION 

OFFICE tv1EMORAf\IDUM 
TO: Members of the PMC 

FROM: Martijn J.W.M. Paijmans~ , Vice President, AOP ~ 
SUBJECT: Purchasing Power Parity (PPP) 

DATE : July 24, 1980 

1. Following the decision at the last PMC to have an early look 
into Compensation Survey related issues, attached is a copy of the Joint 
Bank/Fund Purchasing Power Parity Committee Report. There were clear 
differences of opinion between the Bank and Fund Committee members. 

2. In very preliminary consultations with the IMF and with the 
Bank's Staff Association, it became obvious that the differences of 
opinion between the two institutions reflected in the report were shared 
by the two Administrations and Staff Association. These views are 
tabulated in Annex 1. 

3. The Committee report's PPP rates are based on averaging the 
exchange rates and relative Consumer Price Indices over a period of 
one year (calendar 1979). Previous practice has been to average both 
nominal exchange rates and PPP rates over the latest six-month period. 
The Committee finds acceptable the six-month averaging (this would be 
possible for October 1979-March 1980) and \<Je doubt if this would be an 
issue between the two institutions. The implications of the different 
PPP rates - as advocated by the different parties involved - are set 
out at Annex 2.. 

4. The views of the PMC are sought particularly for guidance on 
the points of difference prior to entering into full consultations with 
the I~W and Bank Staff Association. It is proposed that this issue be 
discussed at the early August meeting of the PMC. In view of the 
complexity of the subject matter, these background papers are distributed 
ahead of the usual lead period. Questions can be addressed to 
~x. Trott (extension 61326). 

Attachments 

Distribution: 

Mr. McNamara 
Mr. Stern 
Mr. Qureshi 
Mr. Chaufournier 
Mr. Sommers 
Mr. Pollan 

cc: Messrs. Clarke o/r 
Trott 
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WORLD BANK I INTERNATIONAL FINANCE CORPORATI ON 

OFFICE MEMORANDUM 
TO : Mr. R.A. Clarke and Mr. P.N. Kaul DATE : May 16, 1980 

FROM: Nicholas G. Carter, Chairman, PPP Committee ~ 

SUBJECT: Final Report of the PPP Committee 

Attached is the Final Report of the PPP Committee. I regret that 
it has taken longer than originally envisioned, however the issues are 
far more complex than had been expected. We f~t it important that - the 
Committee be able to examine the question of conversion of non-dollar 
comparator salaries far more d~eply than had been·done in previous committees. 
Even so, there remain several unresolved issues, one of which has resulted 
in our setting forth two proposals in this report. 

Our recommendations can be summarized as follows: 

1. That all comparator organizations in a particular country 
use the same conversion factor, specific to that country. 
Thus the practice of using U.N. post adju.stment indices 
for multilateral organizations should be disco~tinued~ 

2. That the conversion factors used be a geometric combination 
of the actual exchange rate and a purchasing power parity rate. 

3. That the purchasing power parity rate be derived from the I.C.P. 
1975 binary indices, consumption component, updated using 
national consumer price ·indices. 

4. That the purchasing. power parity rate be either a comparator 
-country weight index or a Fisher ideal index, depending upon 
which of the two proposals is adopted. 

Attachment 

cc: Committee Members: 

Messrs. M.Deppler, M. Knight, R. Rhomberg, IMF 
Messrs. K. Peters, J. Shilling, H. Wyss, IBRD 

NGC/cl 



JOINT BANK-FUND COMMITTEE ON 
PURCHASING POWER PARITIES 

**** 
FINAL REPORT 

1. Following the recommendations of the Joint Committee on Staff 
Compensation l/(January 1979), a committee composed of staff members of the 
World Bank and the International Monetary Fund was formed in November 1979 
to study the problems of converting salaries paid by foreign comparator 
organizations into U.S. dollar amounts of equivalent purchasing power and 
make recommenda tions for appropriate conversion factors to be used in the future. 

2. A similar committee was convened in 1975. It presented recommendations 
that led to the current practice of converting the salaries of national 
comparators by me-ans of index numbers taken from the International Cocparison 
Project (ICP) conducted for the Bank and the U.N. by Professor Irving B.Kravis, 
and of international comparators by means of the U.N. post-adjustnent indices. 
Although the Kafka Committee did not choose to c0mment on the suit2bility of 
this practice, it did point out that t he methodology h ad been brought into 
question, not only for t heoretical reasons but also as a result of a constantl:-­
changing environment in which the comparisons were being made; hence the formation 
of the present committee. 

3. The present Committee consists of the following members: 

WORLD BANK 

N.G. Carter (Chairman) 
J.D. Shilling 
H. Wyss 
R.K. Peters, Jr. 

INTERNATIONAL MONETARY FUND 

R.R. Rhomberg 
M.C. Deppler 

M.D. Knight 

Chief, Comparative .Analysis & Projections !)ivision 
Economist, East Asia & Pacific Departoent 
Assistant Director, Latin America Projects 
Researcher, Development Economics Department 

Senior Advisor, Research Department 
Assistant · Chief, Current Studies Division, 

Research Department 
· Assistant Chief, External Adjustment Division 

Research Department 

Messrs. Wyss and Knight represent their respective Staff Associations. Mr. Peters 
acted as staff assistant for the Committee. 

4. The Committee met during the period December 1979 to April 1980. It was 
agreed that the Committee would restrict its attention to the issue of converting 
salaries paid at comparato; organizations in the Federal Republic of Germany and 
in France and'at the OECD and EEC into U.S. dollar amounts of equivalent purchasing 
power~.e. to determine the best means of converting the salary of an employee 
in a comparator organization in France or Germany into its' purchasing power 
equivalent in U.S. dollars. In addition, the question of conversion of salaries 
of staff of international organizations residing in Western Europe was considered. 

!/ Also kqown as the Kafka Committee 
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5. The Committee wishes to make it clear that our terms of reference, and 
thus our report , are strictly confined to the narrow, technical, issue of 
translating comparator salaries in France, Germany and at the OECD and the EEC, 
into U.S.dollar equivalents. We very explicitly have not dealt with several 
closely related issues. These are 1) the determination of appropriate salary 
levels such that the Bank and Fund can remain competitive in attracting high 
quality staff from Western European countries. 2) the appropriateness of 
conversion factors used for the Home Currency Scheme and the adequacy of existing 
provisions for expenditures on home leave. 3) appropriate conversion factors 
to be used for pensions and resettlement when staff members return to their home 
countries. All of these problems are intimately concerned with exchange rates 
and conversion factors, but all are outside of our-terms of reference. The 
findings of this Committee should in no way be take~ to imply judgements on these 
other related issues. 

6. There is, unfortunately, no perfect or exact answer to the problem of 
converting comparator salaries. Differences in tastes between countries, differences 
in relative prices, differences between individuals and groups, difficulties of 
measurement, and problems of timely availability of data all contribute to making 
any solution at best an approximation which will meet the needs of the average, 
but cannot be guaranteed to fit each and every individual. As a consequence the 
Committee has been unable to agree on a single methodology, being divided 
between two alternative proposals, both of which are presented at the end of this 
report. 

General Considerations 

7. For purposes of international salary comparisons, the first and most 
direct measure is the use of the nominal exchange rate to convert salary 
quotations into a common currency. Such -rates figure prominently in the 
calculations of all persons interested in salary comparisons, regardless of what­
ever other information is also taken into account. However, ·while readily 

.accessible and easy to use, nominal exchange rates may often provide misleading 
indications of the relative purchasing power of different national currencies in 
their own national markets. Among major currencies,exchange ratffiare determined 
by relative interest rates, capital movements, rates of inflation and expectations 
about future magnitudes of these variables, as well as the relative prices of traded 
goods. In this era of floating exchange rates, these factors can lead to wide 
short-run variatio~in the exchange rates unrelated to the relative purchasing 
power of the currencies over comparable baskets of goods. However, the nominal 
exchange rate must have a weight in calculating any conversion factor used to 
determine salaries of equivalent purchasing power in different currencies. This 
is because the standard indices. (including all. the Committee·has considered) are 
relevant only for conversion of that portion of an employee's salary that is spent 
on current goods and services. To the extent that market rates reflect interest 
differentials and expectations about future rates. they equate the real return 
to assets between two countries and are relevant conversion factors for that porticn 

# of salary which is not curr~ntly consumed. 

8. For current consumption, the nominal exchange rate does not, in general, 
reflect the relative purchasing power of two currencies over comparable baskets 
of goods - both traded and non-traded - in their respective markets. It is 
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the relative purchasing power rate, usually referred to as the purchasing 
power parity (PPP) rate, that is required for comparisons of consumption baskets. 
There are, however , many difficulties associated with the calculation of such 

purchasing power parity (PPP) conversion rates. A first diff iculty is practical­
it is exceedingly ·difficult and time consuming to gather the necessary data on 
the prices charged for an acceptable number of comparable goods and services in 
the two countries. Average income levels and national "tastes" may differ 
substantially, which can lead to difficult ies in selecting comp arable goods aLd 
services. Income levels are roughly similar in the countries under consideration, 
however, and thus one does not face the problems of comparability of g9ods 
that occurs between countries of widely different income levels. It is in 
principle possible, therefore, to obtain ratios of U.S. dollar prices of selec t ed 
items in the United States to the prices of corresponding items charged in 
marks in Germany and francs in France. Each of these ratios may be 
viewed as the PPP conversion rate_ for the specific item in question, and inevitably 
there will be differences in the PPP rates calculated for each pair of items. 

9. This raises the second difficulty faced in PPP calculations: how should 
one average the item-by-item price ratios to produce a single composite ?PP 
conversion rate? This question is crucial since the value of the conposite P?P 
rate will very much depend upon the choice of we~ghts used in calculating the 
average. Depending on the purpose of the contemplated conversion, various 
weighting systems could be appropriate, though none i s generally cpp r opriate . 
If the objective is to calculate the U.S . dollar equivalent of the deutschemark 
salary of a German employee that would allow him to maintain his Germ&, consum? tion 
basket in Washington -- the approp.riate methodology is to construct the composite 
PPP rate on the basis of weights that reflect the consumption pattern of the German 
employee in Germany. The calculated amount of U.S. dollars would enable aim to 
buy in the United States the basket of goods and services representing his consumption 
pattern in Germany and he would be at least as well off as he was in Ger-~y. If, 
on the other hand, the problem were to ensure that U.S. salaries be converted t ·:> 
deutsche marks at a rate sufficient to allow existing staff to purchase t~eir 
current Washington basket of goods . and services in Germany and be as well off, the 
appropriate PPP conversion rate would use weights reflecting the expenditure patterns 
in the United States. 

10. Unfortunately the PPP rates calculated according to the weighting systems 
described above will generally not be equal. In other words a U.S. consumpticn 
basket priced out in Germany will be more expensive than the same basket in 
the U.S. Similarly, a German consumption basket. priced out in the U.S. will be 
more expensive than the same basket -in Germany. The PPP conversion rate chosen 
will depend on the objective of making the conversion. One solution whi~h has 
often been proposed is to take the geometric mean of the two rates. This 
approach argues that the desired solution lies between the extremes and that 
taking an "average" provides a convenient solution. Sometimes referred to as 
the Fisher "ideal" indax, the geometric mean has many convenient statistical 
properties. It also provides a single conversion rate for comparisons either ~ay 
from the U.S. to Germany or from Germany to the U.S. 

11. No country to country approach however is free from problems: the results 
from any thre~ - or more countries, taken pairwise, will generally not be consistent. 
For example, the rate calculated between Gennany and the U.S. and that calculated 
between France and the U.S. will generally not be consistent with that calculated 
between France and Germany. A means of resolving this transitivity problem has 
been developed in the ICP project (by Kravis et al) whereby a "multilateral" 
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weighting system is estimated. This is the set of weights for a consumption 
basket which will simultaneously best satisfy all comparisons between all 
countries in all directions. Their original work, based on observations for 
1970, covered 10 countries in this fashion, the 1973 work has extended this to 
16 countries while work which is about to be published, referring to 1975, covers 
some 34 countries. These numbers are known as .the "ICP multilateral" indices. 
The project also publishes pairwise country comparisons, not necessarily 
consistent with the multilateral ones, known as the "ICP binary" indices. 

12. The Committee was not able to agree on the choice of weights to be used 
in constructing the conversion index. Some Committee members pre fer red the 
use of weights reflecting consumption patterns in the comparator countries. ~/ 
Others favored weights reflecting an average of consumption patterns ·in _the 
comparator countries and in the U.S. (the so-called "ideal" index).!:_/ The 
considerations underlying these preferences are outlined in the following 
paragraphs. 

13. Those favoring the use of consumption patt·erns in the comparator countries 
(Proposal A) perceive the tas~ of the Committee as one of detennining the dollar 
value of a basket of goods typically bought with the comparator s alary$ ~Jithin 

the limits of available data, this basket can be best approximated by the 
consumption pattern of the comparator country. Although an employee of a 
comparator organization might, in ··time, alter his expenditure pattern if he came 
to Washington and were confronted with relative prices existing in that city, the 
actual expenditure pattern of all U.S. households cannot be assumed to represent 
this altered pattern of the visitor and is, therefore, not relevant for the 
purpose at hand. 

14. The other members of the Committee hold the view that for the purposes of 
comparing salary levels between two countries, the Fisher "ideal" index is the 

• appropriate method for calculating a conversion factor (Proposal B). The "ideal" 
index provides the best approximation for . a conversion factor which allows one 

________ to make a single-valued (unique) comparison of the command over comparable goods 
and senrices represented by the comparator salaries in their national markets. 
These members believe that this is the object of the salary comparisons rather than 
attempting to replicate th.e consumption basket of one country in another country's 
market (which does not produce _ uniq~e comparisons). Under certain assumptions about 
the underlying consumption behavior of the groups involved, it can be shown that 
the geometric mean would provide an exact ansv1er to the problem the Committee 
is examining. 

15. The Committee-is in agreement that any salary conversion factor should be 
~ weighted index constructed from the market exchange rate and a suitable PPP index 
reflecting current consumption. The weight that is to be given to the nominal 

1/ Messrs. Rhomberg, Deppler and Knight - we shall refer to this as "Proposal A" 
y Messrs. Carter, Shilling and Wyss - we shall refer to this as "Proposal B" 
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exchange rate must be based on an analysis of the appropriate basket that 
sho~ld be used to obtain salaries of equivalent purchasing power in different 
currencies. From a theoretical point of view, this basket should include all 
items on which an average salary is spent, in proportions relevant to the 
"representative" salary earner in the group. Unless ·the representative 
employee, in a comparator organization has an average propensity to save of 
zero, this basket must include both current goods and (real and financial) 
assets. PPP indices, which are based on baskets composed of goods and services 
only, can be used as the conversion factor for that portion of a representative 
salary that is spent on consumer goods and services, since these indices are 
estimates of the exchange rate that makes the cost of such an expenditure basket 
the same in two currencies. In the same way, the-nominal exchange rate 
(provided the exchange market is operating efficiently) is the rate that equates 
the expected yields on assets denominated in two different currencies. Thus 
the market exchange rate is the appropriate conversion factor (the "PPP" rate) 
for that portion of a salary that is saved, and the weight given to the nominal 
exchange rate in salary conversions should reflect the average propensity to 
save of a representative employee in a comparator organization. l/ ~/ 

Footnotes to Para. 15. 

1/ Mr. Wyss wishes to make the follmving clarification: as discussed and agreed 
by the Committee (i) the recommended inclusion of a conversion factor (equal 
to the market exchange rates) __ for the portion of the salary which is saved, 
is designed to provide, in conjunction with the PPP index applicable to 
consumption expenditures, a satisfactory basis for salary comparisons between 
comparators in different countries, and (ii) this salary comparison (applicable 
to all staff in Bank and Fund) does not constitute a contribution to specific 
costs which Bank/Fund staff from diff'erent home countries are exposed to and 
to which the home currency option scheme is addressed. 

. £/ Additional importance might also be attached to the market exchange rate 
because it would seem to be relatively free from certain biases that affect 
PPP indices. In the first place, PPP exchange rate indices implicitly assume 
that while inflation rates may differ internationally, the inflation 
differential between the two countries that are being comparee is constant 
over time. If for example absolute price levels in Germany and the United 
States are such that the PPP exchange rate _is $1 = DM 2.67, while the market 
rate is $1 ~ DM 1.83, these calculations implicitly assume that the DM is 
over-valued and will gradually fall toward the PPP level. However, if the 
inflation rate in the U.S. is currently accelerating while that in Germany 
is slowing down, the PPP calculation may systematically undervalue the DM 
relative to the dollar in this case. On balance, an acceleration of inflation 
in the U.S. relative to Germany would be more likely to be taken into account 
in a depreciation of the market rate for the dollar, a hypothesis which might 
explain the apparent systematic direction in the divergence between the market 
and PPP exchange rates that are given in Para. 23). A related point is· that 
since -al·l· the PPP indices are statistical constructs based on published price 
data, they are essentially "backward-looking". By contrast, the market 
exchange rate incorporates not only past published information, but also 
perceptions and expectations about current trends such as, for example, a 
change in the differential between the U.S. inflation rate and that in Germanv. 
This "forward-looking" aspect of the market rate could help to take account of 
price changes that may occu~ in the interval between the time income is earned 
and when it can be spent • . 
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Current Practice 

16. Before reviewing the conversion indices available, the Cot~ittee looked 
at the methods -currently used for conversion of comparator salaries into U.S~ 
dollars by the Bank and the Fund. For the conversion of the salaries of employees 
in national comparator organizations, the practice is to use the ICP multilateral 
conversion factors, updated on the basis of changes in the U.S. consumer price 
index relative to that of the comparator country. For the conversion into U.S. 
dollars of salaries of futernational organizations in non-U.S. locations, the 
current practice is to use the U.N. post adjustment indices, chained to Washington 
via New York. The practice uses weights on the consumption patterns of U.~. 
employees with prices estimated at regular intervals by the U.N. 

The Alternatives 

17. a) The real exchange rate: This measure assumes that there is some 
identifiable equilibrium period when the nominal exchange rate represents 
a true PPP conversion factor. Once this base period is determined, ­
subsequent real exchange rates are calculated by adjusting the 
base period nominal rate by relative movements in the consumer price indices 
in the countries in question. The fundamental difficulty ~ith this method 
is the identification of the equilibrium base period, whiD~ becomes 
an almost arbitrary selection that does not lend itself to objective 
justification. ·Although the method of "advancing" a conversion factor 
on the basis of relative movements in national CPis faces the problem 
that CPis in different countries include different goods, it is the 
only practical technique for keeping any PPP-based conversion factor 
current in the intervals between recalculation of the factor, and it 
is used for this purpose with the other conversion factors considered. 

b) The PPP-based conversion rates. These measures all purport to calculate 
a conversion factor which equates the purchasing power of two currencies. 
While they differ in detail, all of them may be viewed as weighted 
averages of item-by-item price relatives (as described in paragraph 8). 
It might also be noted that the indices considered below all provide 
cost of living comparisons among many more cities and/or countries than 
required for present purposes. The emphasis here is on the distinguishing 
features of these various indices as they specifically bear on the 
Committee's task of converting salaries of comparator organizations in 
France and Germany (and, in the second instance, the EEC anc the OECD) 
into U.S. dollar amounts of - equivalent purchasing power. The following 
indices were considered: 

(i) The U.N. post adjustment indices: These ind1ces· are intended to 
compensate U.N. staff for differences in the cost of living 
between-New York and the "post" in question. Purchasing power in 
a base year is assessed with the help of detailed price information 
collected by the responsible U.N. unit as the basis of U.N. staff 
expenditure baskets in the different locations. These "base year" 

-·· ... ·indicators are kept current by changing them in line with relative 
movements in the national consumer price indices, or by special 
price surveys if the local CPI is deemed inappropriate. 



• t 

- 7 -

(ii) The U.S. Department of State indices. These measures are 
primarily intended to be used in connection with cost of living 
adjustments to the salaries of U.S. Government ~tployees based 
in Washington, D.C., but assigned overseas. The weights reflect, 
therefore, the expenditure pattern "of an American Government 
employee living in Washington". The calculations do not include 
housing allowances. Unlike most of the other series, these 
indices are recalculated each year from newly collected basic price 
data, rather than maintained on the basis of movements in the 
national consumer price indices. 

(iii) The "Wiesbaden" indices. These indicGs are calculated by the 
German Federal Government Statistical Office to provide a basis 
for cost of living aqjustments to the compensation of Germans 
working abroad. The calculations are done for most· of the major 
cities of the world. The base year calculation (which for 
Washington, D.C., is May 1973) involves the collection of local 
price data for 500 to 600 consumer items that are judged to be 
comparable to the corresponding set of items collected for Germany. 
These price relatives are then averaged using two alternative sets 
of weights: one set reflects the average expenditure pattern of 
all German households and t he other is the s et of weights used in 
the U.S. consumer price index for the goods includ ed in the index. The 
calculations yield, therefore, two PPP conversion rates reflecting 
German and U.S. expenditure patterns, respectively. The base-year 
calculations, which do not include housing, are updated by reference 
to the relative development of the two national consumer price 
indices. 

(iv) The ICP (Kravis) indices. ·--rhese indices are the by-product of 
research efforts intended to improve the international comparisons 
of real product and p~rchasing power generally; they are not 
specifically prepared to be used in connection with compensation 
matters. Nevertheless, many aspects of this work are quite relevant 
in the present context, particularly those pertaining to consumption. 
(The most aggregate numbers in the Kravis studies, which are also 
those used in previous Bank-Fund compensation studies, refer to gross 
domestic product, which was considered by the Committee to include 
items - government expenditures and. investment -- of limited relevance 
to salary comparisons).. The ICP researchers also calculate two 
different types of PPP rates equating purchasing power vis-a-vis U.S. 
consumption on the basis of (i) the "national" consumption pattern, 
the U.S. consumption pattern and the "ideal" index. of the t"VJO and 
(ii) implicit multilateral or international weights (see paragraph (11) 
above). ·The first rates reflect, therefore, bilateral (or "binary") 
comparisons, while the second is based on "multilateral" comparisons. 
The most recent calculations pertain to 1975 and any updating would 
have to use relative movements in the national consumer price indices 

- .f.or subsequent ··years. The ICP -calculations appear to have the 
broadest coverage of goods and services of all the indices examined. 
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(v) The O.R.C. indices. These are prepared by a private U.S. firm 
(Organization Resources Counselors, Inc.), for sale to multi­
national corporations, which use them in conducting their 
compensation policies for employees working abroad. Th~se indexes 
appear to be similar to the U.S. Department of State calculations, 
except that t he commodity coverage is broader (and includes 
housing) and that the weights reflect an "executive basket". The 
Committee has only looked at the U.S. weighted O.R.C. indices. 
O.R.C. has also begun to construct indices with non-U.S. weights. 
These were not available at L~e time of our study, but we suggest 
they be looked at in the future. 

Recommendations 

18 Virtually all the PPP indices discussed above were designed for the 
purpose of compensating employees who are moved, for an inherently temoora~y 
period of time, to a foreign post. Certainly the U.N. post adjustment, the 
U.S. and the O.R.C. indices can be so categorized. This objective is quite 
different from ours, which does not involve moving any employee either to or 
from Washington, but rather seeks to find the proper compensation for employees 
of both our organizations when compared to employees in other organizations, 
specifically in Fr ance an~ Germany. The r efore, these indices were rejected for 
our purposes. The Hies baden index comes closer to our needs a·s it presents 
both extremes (the German weight and the U.S. weight), however, its coverage 
appears to be more limited than that of the ICP indices. Moreover, it is 
based on a period (May 1973) which is significantly out of date. Furthermore, 
as there is no French equivalent, the adoption of the Wiesbaden index would 
create a significant lack of uniformity and an inconsistency of practice. On 
the other hand, it appears that: 1) the ~~esbaden indexes reflect PPP comparisons 
among capital cities (rather than countries, as in the ICP), and 2) the Wiesbaden 
indexes are based on prices which are more likely than the ICP prices to 
accurately reflect the cost of a -··German basket in Washington. In view of the 

· significant interest in this index, we present the 1979 values of the Wiesbaden 
index (Base weights and U.S. weights form) for reference purposes. 

19. The Committee judges the current practice ofconverting international org22-
ization salaries with the U.N. post index to be very questionable. It would be 
legitimate to use it when considering U.N. etnployees stationed in European posts 
as comparators, however the proper comparison for U.N. salaries is New York. 
where the currency is already dollars and thus the comparison can be made directly. 
The assumption that other international organizations located in Europe and not 
paid in dollars can be translated via the U.N. post index is in our opinion in­
correct. Unless there is compelling evidence to suggest that -employees in the 
OECD in Paris and the EEC in Brussels are in fact compensated in accordance with 
the U.N. post indices ·for those cities, the grounds for using such conversion 
factors are very weak. The salaries of these two organizations should be trans­
lated at the same rate as national organizations. 

' • •-:t 
- ,..- -... -~ .... -· 

\ 
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2Q The Committee recomn1ends that for all organizations (national and multi- · 
lateral) in France, Germany and Belgium, an index be constructed which is a 
geqmetrically weighted combination of the actual exchange rate (averaged over 
a full year) and a PPP rate for the same year. The weight given to the actual 
exchange rate should reflect the average propensity to save out of personal income 
characteristic of ·the comparators in question. The Committee is divided 
between two different proposals concerning the appropriate PPP rate to be used. 

a. Proposal A. 

Those favoring an index using weights reflecting the expenditure 
pattern in the comparator count1~ l/ propose the use of the '~ase­
weighted ICP indexes" for France and Belgium, since there are no 
alternatives for these countries. For ~ermany, on the other hand, 
a choice needs to be made between the ICP. and Wiesbaden indexes. 
The choice is a difficult one, it is not obvious which of · the two 
indexes is preferable on a priori grounds~/ The choice is further 
complicated by the fact that the two indexes yield quite different 
results ll Nevertheless, in light of the pressure of time and the 
desirability of maintaining some consistency of treatment across 
countries, we suggest the use of the ICP indexes for the conversion 
of 1980 comparator salaries. We strongly urge that the differences 
between the two indexes be studied further so · that a more informed 
determination might be made in the future. 

b. l?roposal B. 

This proposal states that the appropriate PPP rate is the Fisher 
ideal index calculated from the ICP binary data ~/ for all countries. 
The choice of the ICP index is based on its more comprehensive 
coverage and post 1973 base in constructing weights. The preference 
for the ideal index derives fr.om the interpretation that the objective 
is to compare salary levels of similar staff in different countries. 
By taking the geometric mean of foreign and U.S. market basket weights, 
this index provides the best approximation for a conversion factor 
which will express both salary levels in a single currency unit and 
will represent their relative command over similar baskets of goods 
in their national market. (Thus one would get the same relative 
evaluation of salaries whether one were making the comparison in 
DM or$, which seems essential to the idea of making a comparison). 

21. The differences between · the ·two proposals are in part technical ones 
that cannot be resolved with the information currently available to the Committee 
and in part differences in interpretation of the terms of refer.ence. . The results . 
of both proposals are presented at the end of the report. Our reason for 
preferring the binary over the multilateral is based on the consideration that it 
is specific countries we are considering, on the fact that we do not need a 
consistent France-Germany comparison, and on the fact that the theoretical 
foundations of the multilateral indices are still the subject of further discussion 

- and investigation. Finally~. it should be noted that the ICP multilateral indices 
comprehend a- ~uer group of countries than we are considering. We would propose 
however that any future group charged with evaluating conversion factors focus 
more attention on the ICP multilateral indices than we were able to do. 

1/ See para. 13 above 
~/ See para. 18 above 
3/ See para. 23 below 
~ Consumption component 

·7"1(-
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The recommendations of the Committee can be summarized in the formula: 

where: 

CR is the conversion rate 
E is the nominal exchange rate 
B is the PPP index with comparator country . 

expenditure weights 
Cis the PPP index with U.S. expenditure weights 

and a, b, and c are geometric weights summing to 1.0. 

The value of "a" depends on the comparator's average propensity to save out 
of personal income. Given that this feature of our proposal was decided upon 
fairly late in our deliberations, and given the time schedule for presenting 
this report, the Committee has not been able to research this parameter as 
thoroughly as would be desired. For purposes of illustration we use a value of 
0.25 for "a", this being the average propensity to save out of personal after 
tax income decided upon by th~ Home Currency Expenditure Working Group in 1979.l/ 
The values of "b" and "c" .depend on the proposal adopted and on the value of "a" 
that is used. Under Pr~posal A (with "a"= 0.25) the value of "b 11 is 0.75 and 
of "c" is 0.0. Under Proposal B (with "a"= 0.25) the values of "b" and "en are 
both 0.375. 

];./This figure should not be interpreted as being a .. recommendation of our 
Committee. It should first be pointed out that our Committee is 
considering conversion factors which are to be used for the translation 
of "professional level" salaries in comparator organizations. Thus the 
relevant savings propensities need to refer to above-average income 
brackets. Evidence from Ge~any (Budgets ausgewahlter Haushalte (1978) 
in Wirtschaft und Statistik 5/79 pp. 365-73) suggests that for 

households with net incomes equivalent to $22,000 savings rates may be 
at least 25%. Evidence for the U.S. (U.S. B.L.S. Consumer Expenditure 
survey (1972-73) (Bulletin 1992, table 1)) shows that for familes with 
"pre tax incomes of $25,000 and over"t apparent rates of non-consumed 
income were considerably above 25%. We would also expect for higher 
salaries in both countries that savings rates would be even greater. 
However, both sets of data need to be interpreted more carefully and 
care should be taken to see that savings is properly defined. The 
inclusion or exclusion of such items as involuntary pension contributions, 
health scheme payments, and charitable contributions can make large 
differences in the calculated savings rates. 
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23. With respect to Calendar 1979 the recommendations of the Committee 
imply the following .conversion rates (assuming "a"= 0.25): 

GERMANY 

Proposal A 
Proposal B 

Memo items: 

Actual Exchange rate 
ICP German weight 
ICP U.S. weight 
ICP Fisher "ideal" 
Wiesbaden German weight 
Wiesbaden U.S. weight 
Proposal A using Wiesbaden 
Current Practice - ICP multilaterall/ 

FRANCE 

Proposal A 
Proposal B 

Memo items: 

Actual Exchange Rate 
ICP French weight 
ICP U.S. weight 
ICP Fisher "ideal" 
Current practice-ICP 

BELGIUM 

Proposal A 
Proposal B 

Memo items: 

Actual Exchange Rate 
ICP Belgian weight 
ICP U.S. weigh_t 
ICP Fisher "ideal" 

• J 1/ 
mult~lateral-

Current practice-U.N.Post Index 
Brussels-Washington 

1./ 1973 base 

f \ ' t "' - T l'f"!"l'f''ll/"' ..- . fo. -. • • 

. ~ i .. l .. 

I " •• 

' . 

. ~- -. '\ 

2.34 DM/$ 
2.43 DM/$ 

1.83 DM/$ 
2.54 DM/$ 
2.80 DM/$ 
2.67 DM/$ 
2.15 DH/$ 
2.85 DM/$ 
2.07 DM/$ 
2.92 DM/$ 

4.73 F/$ 
5.02 F/$ 

4.25 F/$ 
4.90 F/$ 
5.75 F/$ 
5.30 F/$ 
5.35 F/$ 

34.83 F/$ 
36.57 F/$ 

29.32 F/$ 
36.89 F/$ 
41.99 F/$ 
39.36 F/$ 

47.00 F/$ 
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24. In the limited time available to the Committee we have investigated the 
difficult question of comparator conversion far more thoroughly than was possible 
in our predecessor committee in 1975. Nevertheless, there are many areas in which 
we are in agreement that significant work remains to be done. In anticipation of 
the next committee that is asked to look at the comparator conversion question 
we would like to suggest a number of specific studies which should be carried out. 
First, the Wiesbaden indices appear to be potentially useful, but we know far too 
little about their construction. We are puzzled by their significantly wider 
spread (as compared to the ICP binaries) and by their significantly lower Dri/$ 
rate. We would have expected a priori that the Wiesbaden indices would be very 
similar to the ICP indices. Second, more work needs .to be done on the appropriate­
ness of the ICP binary as compared· .to the ICP multilateral indices. While this 
Committee agrees that for the present the binary indices should be used, a view was 
expressed that in the longer run the appropriate methodology would be the multi­
lateral indices. Third, the question of the magnitude of average savings out of 
personal after tax income was not explored very thoroughly, nor was the precise 
definition of what would constitute savings agreed upon. Finally, the fundamental 
disagreement in the Committee as to whether the comparator country weights or the 
"ideal" index is t he appropriate answer to the question before us is in one sense 
a matter of judgement about our . terms of reference but in another sense an area 
which needs to be thoroughly explored in a purely technical paper. 



ANNEX 1 

VIEWS ON PURCHASING POWER PARITY RATES 

BANK FUND 

Item 

1. The expendi­
ture "basket" 
to be used. 

2. The inrlex 
to be used. 

3. Application. 

Committee Members 

The geometric mean 
of French or German 
and US baskets. 
(Fisher) 

The ICP (Kravis) 
bilateral numbers 
for national 
organizations, the 
EEC and OECD. UN 
post index only 
for UN. 

Agree in principle 
on consumption/ 
savings split. 
(see Fund Committee 

· column) 

Compensation Department 
JRWTrott:ean 
July 22, 1980 

Administration 

Agree. 
(i) The two "extremes" are 
the home country basket 
(Laspeyres) and the US 
basket (Paasche). Each of 
them is the boundary of 
viable indices. Laspeyres 
assumes no change in home 
country consumption pattern 
and Paasche assumes a complete 
change to US consumption 
patterns. Neither seem realis­
tic, hence the mean of the two 
is generally accepted by index 
number economists. 
(ii) The survey is concerned 
to establish the relative 
worth of comparator and Bank 
compensation on a common base, 
not to establish what is 
necessary to pay to make it 
attractive to move to Washington. 
Survey data provide the basis 
for deciding on the latter. 

Agree, although some dichotomy 
in treatment of UN and European 
internationals. Opposed to 
Wiesbaden index on grounds: 
(i) inconsistency of treatment 
of German and French data since 
no comparable index available 
for France. 
(ii) Wiesbaden index does not 
include housing. 
(iii) Wiesbaden base date of 

Committee Members 

The French or 
German basket 
(Laspeyres) 

As Bank Committee 
except that 
Wiesbaden Index 
should be studied 
further. 

1973 more out_ of date than ICP{l975). 

Both NER and PPP rates are 
approximations in measuring 
relative worth of comparator 
pay. Prefer a PPP rate which 
gives "100% US base," primarily 

· on practical grounds: 
(i) application of NER to 25% 
of comparator pay confuses the 
base (and basis) for measures 
which may be more precisely 
geared to Bank expatriate ·· 
problems e.g. some form of 
currency protection for home 
expenditures, initial value of 
pensions, etc. 
Also, conceptually: 
(ii) assumption that .NER is 
correct for savings is illusory 
on several grounds, e.g. NER 
does not reflect prices of non­
traded items; the international 
exchange market is not perfect; 
is short term, etc, 
(Propose to maintain flexibility 

Apply PPP rate to 
75% and nominal ex­
change rate ~} to 
25% of comparator 
pay on assumption 
latter is savings for 
which NER more appro-
priate. 

on this issue in interest of 
reaching agreement o~ total package 
with all other parties). 

Administration 

Agree. Base or home country 
is best measure: 
(i) this is what it is 
necessary to pay someone 
transferred to Washington 
to give him exactly same 
consumption pattern as 
at home. 
(ii) cannot assume any 
changes in consumption 
pattern. 

Strong preference for 
use of Wiesb~den Index 
for Germany. Essentially 
because: 
(i) suggested by Fund 
German ED. 
(ii) gives "better" 
results. 

Wishes to study further. 

Apparently accept 
consumption/savings 
split. 

-~-.--- - ... -...... - - ---~---..--- --·-----~-~---. ---1 



·. 

Percent reduction in German and French 
Comparator pay when applying PPP 
rather than nominal exchange rate 

Calendar 1979 averages 

Germany 

Annex 2 

France 

Exchange Rate % reduction Exchange Rate % reduction 

Actual 

Proposal A 
(Fund Committee) 

Proposal B 
(Bank Committee) 

ICP Fisher 
(Bank Admin.) 

Proposal A 
using Wiesbaden 

(Fund Admin. ) 

Actual 

ICP Fisher 
(Bank Admin.) 

Compensation Department 
JRWT:am 
July 22, 1980 

DM 

1.83 

2.34 

·2.43 

2.67 

2.07 

1.84 

2.56 

F 

4.25 

-22 4.73 -10 

-25 5.02 -15 

-31 5.30 -20 

-12 as Proposal A 

October 1979-March 1980 

4.25 

-28 5.29 -20 



WORLD BANK I INTERNATIONAL FINANCE CORPORATION 

OFFICE MEMORANDUM 
TO: • Members of PMC DATE : August 28, 1980 

FROM : Martijn J.W.M. Paijmans 

SUBJECT: Personnel Management Committee Meeting - September 4, 1980 

The following topics ~re suggested for the Agenda of the 
September 4 meeting at 2.00 p.m. 

Compensation Matters 

Mid-Year Adjustment: 

consideration of draft Board paper (attached); 

should the matter be referred to Board Committee 
on Staff Compensation Issues? 



Consumer Price Index Movements 

Washington D.C. National Average 

% Increase % Increase 
Index % Increase Cumulative Index % Increase Cumulative 

1980 

Feb 235.4 236.4 

Mar 238.8 1.44% 1.44% 239.8 1.44% 1.44% 

Apr 242.5 1.13% 2.58% 

May 241.2 1.01% 2.46% 244.9 0.99% 3.60% 

Jun 247.6 1.10% 4.74% 

Jul 247.2 2.49% 5.01% 247.8 0.08% 4.82% 

ll Interpol~ted (January 231.9, March 238.8) 

~/ High Increase foods and moderate increases in other items offset by decline 
in housing mortgages. 

Foods 

Other Consumer Goods 

~·Lrke 1''1/f~;, 1980 

Wholesale Price Indices (Seasonally Adjusted) 

Jan - June 1980 
Cumulative 

-1.4% 

+7.3% 

_July 1980 
(Actual) 

+3.8% 

+0.9% 



. ' 

DRAFT 
August 25, 1980 

MEMORANDUM TO THE EXECUTIVE DIRECTORS 

Subject: Staff Compensation: Interim Salary Adjustment 

1. This memorandum proposes for the consideration of the Executive 

Directors an interim salary adjustment to be effective September 1, 1980 in 

view of the continuing higher than expected rate of price inflation in the 

Washington area. 

2. Following a rise of 11.7% over the twelve months March 1979-

February 1980, the Washington Consumer Price Index rose by 5% over the 

five months March-July 1980, the rate of increase in June and July (2.5%) 

being mo.re than double the rate in April and May. There are strong indications 

that this high rate of increase will continue in the immediate future - the 

seasonally adjusted Wholesale Price Index for foods, which had shown a slight 

decrease over the preceding six months, rose by 3.8% in July whilst the Index 

for other consumer goods continued its earlier rise of about 1% per month. 

The impact of these latest increases in wholesale prices is still to be 

reflected in the Consumer Price Index. Thus it is most unlikely that the rise 

in the cost of living over the six months March-August 1980 will prove to be 

less than 6.25%. 

3. The prevailing rate of inflation in the United States has led UN 

New York, at the instance of the International Civil Service Commission, to 

depart from its long standing practice of reviewing General Services (the 

equivalent of Bank levels A-I) salaries only once a year. Henceforth there 

will be an immediate and automatic adjustment equivalent to 90% of the rise 

in the cost of living whenever this amounts to 5% or more since the preceding 

adjustment. In accordance with long standing practice, UN professional staff 

salaries will continue to be adjusted by a percentage equivalent to approximately 

80% of the rise in the cost of living whenever this amounts to 5% since the last 
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•adjustment and remains at or above that level for four months. A summary of 

the general practice as regards salary adjustments of other organizations in 

the Bank's comparator countries is shown at Annex 1. As will be seen, pay 

increases of both French and German comparators provide for real income 

growth (and in France, where the inflation rate is comparable to that in the 

US, are usually made quarterly) whilst both EC and OECD adjust salaries 

semi-annually. 

4. We believe that the continuing higher than expected rate of 

inflation, warrants action by the Bank at this time. We, therefore, recommend 

an interim salary adjustment for all Headquarters staff, effective September 1, 

1980, midway in our present review year, of 5%, equivalent to 80% of the 

projected price level rise between February and August 1980, and that it be 

given in the form of an interim salary supplement outside the salary structure. 

The supplement would be pensionable and applied to the calculation of overtime 

pay, shift differentials, contributions and benefits under the Staff Retirement 

and Insurance Plans. Pending the outcome of the Hay survey, the salary ranges 

would not be changed and January 1981 merit increases would be granted on the 

basis of present salaries and salary ranges. 

5. The interim increase would not prejudice decisions to be taken in 

the light of the Hay survey, should the survey show present compensation levels 

(i.e. as of March 1, 1980) .to be too high in any respect. If that should occur, 

we would intend, in keeping with •the general practice in such circumstances, 

______ JbCLt __ Il~~v _ $taf_f be paid th_e_appropriate market related salaries from the outset 

and necessary adjustments for existing staff be phased over a period of years. 
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6. The cost of the interim adjustment now proposed, including salary 

related costs, is estimated at: 

Bank 

IFC 

Full Year Cost 
$ 

12,600,000 

930,000 

FY81 Cost 
$ 

10,500,000 

775,000 

7. We understand that the Managing Director is making the same 

recommenation to his Executive Board!~ 

8. Accordingly, we recommend that the Executive Directors approve 

an interim salary adjustment of 5% for all Headquarters staff effective 

September 1, 1980 as proposed at paragraph 4 above. 

!/ Subject to amendment in the light of consultations with IMF 
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Organization 

US private sector comparators 

US Civil Service 

French public & private sector 
comparators 

German public & private 
comparators 

UN: Professional staff 

UN New York: Support staff 

OECD 

EC 

• Compensation Department 

General Sa~arv Adjustment Practices 

(other than increases related solely to merit) 

Basis for Aojustment 

1. Competitiveness in relation to other 
leading employers 

2. Economic factors, including ability 
to pay 

Comparability with generality of US private 
sector (may be distorted by weighting in 
favor of lower paid or incomes policy 
considerations) 

Real income growth target agreed in advance 
(at senior levels comparability may be 
taken into account and considerations of 
income distribution or general incomes 
policy apply) 

-~~-

... -·-··--·-- -·· . --·- ----- .. - ----··- ·- ·4 

M"NEX I 

Frequency of Increases to Staff 

Once a year on individual performance 
basis 

Once a year 

I 

Usually Quarterly with adjustments in 
final quarter if necessary to attain 
target. Semi-annually in some private 
comparators 

Industry by industry negotiations Once a year (retroactively to January 1) 
Emphasis on productivity and ability to pay 
(for past several years has resulted in 
significant real income gains) 

Price level change 

1. Survey of leading local employers 
2. Price level change (introduced 

February 1980 

1. Weighted average movements in real 
terms in selected member country 
civil services (no comparison of 
pay levels) 

2. Price level change 

Similar to OECD except different member 
country civil services (excludes 
Canad·a, USA) 

Automatic whenever .price levels increase 
by 5% and remain 'at or above 5% for 
four months . 
%increase equivalent to 80% of ;price 
leve~ change 

1. Annual 
2. Automatic a~d immediate ~henever 

price levels rise by: 5%. % increase 
equal to 90% of price level ~hange 

1. July 1 adjustment in line wit 
civil service real pay movem nts 

I 2. January 1 full six-mo~th COL offset 

As for OECD 

I 
I ~ 

r 

I 
~ 

·' 
,~-..:.:· : : 

.. 



Comparable Matches Identified for Bank: 
Kafka (Hewitt) ·and Hay ·surveys · .. 

·Kafka · (Hewitt) . 'Hay 

1/ 
A-I Positions-

Public 18 60 

Private 15 ·so 

Total ::33 : :110 

2/ 
J-g Positions-

US: 
Public 13 90 

Private 193 240 

Total 206 330 --
France:ll 

Public 50 

Private 38 110 

Total 38 160 --

Germany: 

Public 15 70 

Private 15 200 

Total 30 270 

!/ All positions evaluated and accepted by Committee 

II Number may be reduced somewhat if Evaluation Committee 
.does not accept as comparable 

1/ Aw.aiting data on 5 organizations - expected final total 
,approximately 220 (480% increase) 

Compensation Department 
August 26, 1980 

· ·% inct.ease 

233 

60 

320 

BOO 



Purchasing Power 
Parity 

Compensation Policy 
Issues: 

Review of options 
papers for release 
(no views) 

Consideration of 
options: 
Choice of Market) 
Pitch ) 
Expatriation ) 

Intervening yrs.) 
Salary administr~ 
~~p.Allowance ) 

J.nguage Premium) 

July 24 

PMC 
(Gu~nce) 

August 5 

COMPENSATION STUDIES 

Schedule as of 8/29/80 

Consultations 
S/A IMF 

MAIN REVIEW 

Aug.ll-30 Mid-Sep. 

Sep.26-0ct.8 Sep.26-0ct.8 

Sep.26-0ct.8 Oct.l4-21!/) 
) 
) Nov 

Sep.26-0ct.22 Oct.21-2~/~ 
Dec 

PMC 
(Decision) 

Oct. 7 

l . 

Board Committee 
Paper Discussion 

Oct.lO Oct.lS-22 

Oct.l4 Oct.l7 

Jan.l3 !/ Nov-Dec 

Board 
DeciSion 

HAY survey relort 
distribution _/ ~-------------------------------~JAN. 3~--------~ -------- --> 

Implications of 
data 

Range of options 
for action eff. 
3/1/80 

Formulation of 
recommendations 
for action eff. 
3/1/80 

Social Security 

Staff Retirement 
Plan: TOR 

Study ~/ 

Jan.30-Feb.4 Feb.lO 

Feb.l5-Mar.2 March 10 !/ 

Mar.l5-Apr.20 April 28 !/ 

August 29 Sept.lO 

June 30 July 7 

? ? 

1/ Survey Schedule attached. 

Feb.ll 20 Feb.24 Feb.26 March 2-6 

March 11 31 April 7 !/ April 9 April 13-24 

May 1 ].2, :Hay 19 !/ May 21 May 25-June 

OTHER STUDIES 

Sep. 11 30 Oct. 7 Oct. tO Oct.20-24 

August Sept. Oct. 7 Oct.lO Oct.20-24 

? ? ? ? 

Z/ More than o~e meeting may well prove necessary. 
ll Timetable for study dependent -upon scope of terms of reference and choice of consultant. 

Cnmpensation Department 
larke:ean 

l.- 6 ust 25, 1980 

;.,. , 

.l: I 

r I 



!... 

.... • 
f • 

. . . 
~~' -

..,. 

1980 COMPENSATION SURVEY SCHEDULE \ '• 

t 
1980 1981 

PHASE JAN FEB MAR APR MAY JUNE JLY AUG SEP OCT NOV DEC JAN 
1. BANK POSITIONS --

Incumbent Intervws. ---

Position Descripts. . ~!UIJ ! -- -
Evaluation ------

1- --

12. QUESTIONNAIRE . ---1---- .. 
-I 

I Preparation 
I Short Descripts. 
1 

- f--·--

.. 1---- - -l Issue: A-I 
l J-N (US) 
I Translation 

I Issue: ·· J-N (Eur:) 

- ---- - ---·11 - .. 

- 1--- - - u -- --.-, -~ ----- -~oo... 

· - --·- - --- ------ ... --- -I 
J 3&4 JOB MATCHING 1---- --- ----

Visits: A-I 
J-N (US) -------1111 

J-N (Eur.) ---------~~~e~...L-i-__:_-4-...:__.:.__:~~----_:__~~------..!'.!. .. ~·'-l-)..!.•.!.• __ - -l----~--.. -····+----+----+-----+---·-
Evaluation: A-I . - - -- - 1- ---------11--- - r/1 II -- -

J-N ----- - ---- ---1---- ------- - I II II Ill !11111111
1
11111 

~:=:-::::~~=::;:;:;{l::::::::::::::::::: : 

~----~----+-----4-----~-----+-----4----~~---- -----~----~-
---r---- ---· 

s. DATA COLLECTION 
----

A-I -----1-----1-----+·--- - ·----+-·- -- I IIIII II 

J-N (US) -----------~--~- .... I IIIIUU -:-:-~-:-:-:-:-:-
J-N (Eur.) --- 1----4- - - +-----+--- --1 II I IIIII -.1.:-:-:-:-: 

---+--- -4----4--------+-·---- --- - --

Benefits Methodology 
·6. DATA ANALYSIS 
~~----------~------~----~----~----~-----+-----+-----+--~~---+~--~----~----~-----;-----; 

-- --1-- ---·-+----+---i~--- -- - - - - -

- - - f-- · -111- -- - --1-,;-- ..... 
•J-N Comparisons:pay 

Benef 
- f---:- ·----~- - - - ----- · IIIII . · .. ·.;_.;,····,;:;····:;;: .. ·~····,;:;···:,;;;····,:;:;'·:·;_· --~1-------4 

- -4----4--- --- -----:- ----- I I I II II Ill Ill I ·:·:·:·:·:·:·:·:·:·:·:·:·:·:·:·:·:-:-:-:-:.):;.;.;.;.- . .... . . . 

Total .. · · - ------- - - -- -1------+ - --- -- -- - - ·-- .. · .J ·:·:-:-::_.:;..· -+-----i 

- II II~ I I I I I II - :-:-:::.:-:-:-1 ::.:·:·:·:·:;:;_ ..:..~..:.:.. -=~ _: --Expat --- ---------
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