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The World Bank

Washington, D.C. 20433
US.A.

JAMES D. WOLFENSOHN
President

July 12, 1995

Dear Mark:

I attach all the materials sent to me by Nancy Barrett. I am keen that
we should get into this whole question of Business Process Innovation once we
know who else is working in the area. 1 am sending the material to you to be
sure that we remember it.

cc: Atsuko Horiguchi



THE WORLD BANK/IFC/M.I.G.A.

OFFICE MEMORANDUM ; ECEIVE
DATE: June 19, 1995 Uq‘i D
T0: Mr. James D. Wolfensohn By LFGY ‘

FRoM: Nancy Barrett |
suBJECT: Business Process Innovation

Following our recent discussion, you asked for a brief note on the Bank’s re-engineering
efforts. This note will focus on the EA1 experience as that is the one with which I am familiar.

Background. From the beginning it was decided to call this Business Process Innovation
(BPI) since the term ‘re-engineering’ evokes somewhat negative images. Under the auspices of Mr.
Shahid Husain, five departments were selected in February/March 1994 to pilot BPI within their
VPU. These departments included East Asia and Pacific Country Department I (EA1) for regional
operations, International Economics Department (IEC) for DEC, and General Services Department
(GSD), Personnel Management Department (PMD) and the Information Services Group out of
Organization and Business Practices Department (OBP) for Management and Personnel Services
(MPS) VPU. Independently of the structured BPI, other organizational innovations were explored
and implemented by Mr. Picciotto in Operations Evaluation (OED) and in the Africa, LAC and
MENA Regions. The EA1 BPI group collaborated with these areas to exchange ideas and adopt the
appropriate aspects.

The objectives of the EA1 exercise were to:

serve our clients better,

increase our development impact,
reduce paper work and costs,
shorten processing times,

reduce staff stress.

EA1 conducted three phases:

e Phase I. Planning - identification of processes needing redesign,

e Phase II: Diagnosis - mapping of processes and recommendations for changes, and

e Phase III: Social Systems Redesign and Implementation - piloting recommendations in
EA1, which would then spread throughout EAP and to the other regions.

EAP has reviewed the outcomes and will implement the changes Region-wide in July. Attached are
background materials with more detailed information, in case you might like to see it. Pages 6-16 of
the “blue book” gives a good overview of the key issues and recommendations of Phase II. Also
attached are the newsletters on the Social Systems Redesign and updates to staff.



Mr. James D. Wolfensohn -2- June 19, 1995

Implementation. The proposals for process redesign and streamlining have been incorporated
into several projects in each of the sector divisions within EA1, as well as in other operations
departments, with satisfying results in time and cost savings. One of the significant
recommendations on process, which has not yet been implemented, is the consolidation of the
various documents prepared during project processing - the time from project identification to Board
presentation - into a single “evolving document”. Since speaking to you of the delay in getting
approval of the “evolving document”, I have learned that while there were delays for one reason or
another, it was decided in the end to clear it with you before presenting to the Executive Directors
for a decision. Mr. Choksi is preparing a background note for you and the Managing Directors for
your review.

During Phase II, it was recognized that in order to be more results and client oriented,
changes in Bank culture would also need to be addressed, specifically, clarity of goals and roles,
incentives and accountability, management and flexibility, and client focus. Culture change is the
most difficult to implement. The areas in greatest need of support include:

o the shift into a support-oriented management rather than one that is control-oriented.
Currently management turns to staff with demands for explanation and correction. This
promotes a culture which learns to justify actions rather than change them. A support-
oriented management would offer assistance through help and guidance to turn unwanted
situations around. This would, of course, impact on the many reviews and advisory roles
by making them demand driven instead of supply driven.

e review of Operational Directives to be more flexible and fit established guiding principles.
This would require managers and staff to use their judgment on appropriate steps and
timing, as well as direct accountability for the quality of projects, their impact and
performance.

¢ modify our measurements for success. A review of the impact Bank lending and economic
and sector work has on each country, e.g. adoption of policy changes, increases in output,
relative poverty levels, etc., used in conjunction with numbers of loans would encourage
focus on quality along with quantity. For lending the primary focus is now on the number
of loans and not on development impact. Country Assistance Strategies have not been an
effective instrument for determining our activities in and the budget resources allocated to
a country. Economic and sector work have not been sufficiently driven by client demands.

e Dbetter linkage of incentive and reward systems to the Bank’s objectives and guiding
principles, e.g. emphasis on development impact of loans and economic and sector work,
rather than on the number of loans or the internal appreciation of the quality of economic
and sector reports; emphasis on cost-effectiveness and the do-able, rather than excessive
completeness and depth of analysis.

I understand that Mr. Preston was very pleased with the presentation made to him on the EA|
BPI experience. The EA1 work has now also been broadened. It fed into a Regional BPI effort
where new procedures, processes and systems are being adopted effective July 1. If you would like
a presentation on this at some appropriate point, it could be arranged.



June 30, 1995
Mr. Wolfensohn,

Further to my note to you on Business Process Innovation, I now have
some information on some of the cost savings that have resulted from the
new process. Most of the projects had already begun in the processing
cycle when some of the recommendations were being piloted, which makes
it difficult to make solid comparisons.

However, 2 projects (Korea Waste Disposal and Cambodia Social Fund),
which were fully processed under the new procedures, took about 3 to 4
months to process as compared to approx. 11 months under old
procedures between the time of appraisal departure and Board
presentation.

The main savings resulted from a more streamlined review process and in
combining project appraisal with negotiations in the field.

We hesitate to generalize conclusions from this experience as there were
other projects processed under the new procedures where negotiations
were not conducted in the field, or where after appraisal delays were
incurred from the government side and the processing times were longer as
aresult. However, we could probably expect under new procedures
savings of approx. 3-1/2 to 4-1/2 months on average could be realized, as
compared to current procedures.

Nancy
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Business Process
Innovation - Phase 11l

The Background

ltis aimost a year since EAl was selected to pilot Business
Process Innovation, the program of change designed to
make the Bank more responsivc to the environment in
which we work and to improve the effectiveness and
efficiency of our opcranons i

*Phase-vl;iﬂacblmningphase;:idenﬁﬁed-m processesto -

be redesigned, and established guidelines to assist in the:
redesign, as well as benchmarks to measure success. The
Phase II team then selected and mapped out process
changes in three inter-related areas_ that represent the core
of our activities: strategy formulation, lending, and -
portfolio management. ‘The team also identified a number
of cross-cutting issues which helped clarify the purpose of
our operational work and the principles which should
guide it. These principles are: client orientation; quality
orientation; flexibility; clarity of purpose and role;
supportive enabling management; and accountability and
cost effectiveness.. Details on the Phase:Il work and
recommendations, and on the pilot operations initiated at
the end of Phase lhre‘mﬂ\e July 1994 Deslgn Phase
Report.

This report, divided into four sections, snmmanzes the
progress made during EA I's third and final design phase:

How the Work Gets Done:rc_v'iews the Phase {1
proposals for changing roles and responsibilities, the
location of work, and changes in the structure of divisions;

Performance Mﬁnigemeﬁ!'and Incentives lays out the
process of setting expectations, measunng performance
- and providing incentives; «

P U P

¢ Strategy
4 Lending
¢  Portfolio Management

i
:

control
+ Misaligned incentives/accou

{ 1

¢ Resuits not reports edundant
¢ Client Orientation s g::;‘:“' 4

¢ Cost-effectiveness # Changein

L ) Collaborative work focuslcomn’tfﬁ'

. Accauniabiny ¢ Changein format' '

p Throughout the three phases, staff pamcxpatmm v p
. key: from the departmental management team toistaff in

provided additional input and sharpened the

Spreading the Word highlights steps taken to keepthe

department and others in the Bank informed anﬂtum)ived

in the BPI process; and

The Way Forward outlines where the depamnml:md the
region are heading in implementing the BPL i
recommendauons

support services ~ both within the departmentaﬁde’ﬁmh

- other Bank units. About one-third of EA1's staff have
. participated directly in BPI design teams at different times.

The one-day departmental workshop in Novemm

s M
%




How the Work Gets
Done

'n order to unprove busmess processes, a revnew
was undertaken of the structural elements of how we
organize and carry out work in EAl and changes were
recommended to support. the new processes, roles and
incentives. The changes, however, had to addressa
number of areas. First and foremost, the department’s

business needs: eight countries, spanning the spectrum of

development issues (from sophisticated borrowers such as .
Korea, Thailand and Malaysia to emerging Indochina
countries), each has different expectations and needs for
Bank products and services. The premise that “one size
fits all” or that any department’s changes can be a
blueprint for the Bank, is clearly flawed. .

Second, our recommendations; which considered

the impact on costs, staff and work programs, ensure a
reduction in costs in the medium to long-term (even with-

shifting work to the field), and a minimum of disruption of '

staff, work programs and relations with clients.” Finally,

several structural issues and needs were identified in Phase

11 which we sought to address, including:

e the need to increase client focus in our work;

e possibilities for expanding field presence to meet
business needs;

e opportunities for un-bundling the work of task
managers and providing specialized assistance in
. .- more-cost-effective ways;: :

the importance of the size of sector divisions (SODs)

Business Process inr mauon - Phas

to provide britiga! mass and promote tcaquﬂi; and

potential for information technology to assist us to
. carry out our work more effectively, improve.
* communications and bring us closer to our clients |
- without the need for a large ﬁeld presence: i aWchent &
Tk countnes

Changes recommendcd to achleve th
BPI while addressing the consxdemnons lughh hite
included: . , oo

o Expandmg cnuntry teams for better cllent M
 integration of sector and ‘country needs, and r
allocation. The country as a focal point has often been
secondary to sectors, with the result that we think acts in
the interest of sectoral rather than country programs: The
shift towards increasing the use of country teams reflects
the overarching goal of client orientation; it providesa.
 framework for staff working on a country to develop a
. strategy which integrates both sector and country needs,
guides resource allocation, addresses cross-cutting issues, |
’“shares experiences, and enharices client service. Themost|
important tool for the country team will remain the CAS, |
but now, instead of simply formulating country strategy,
the team will oversee implementation of the CAS audchave
responsibility for resource allocation. The new: ;
composition of the teams will expand staff pamexpanon in
decision making resulting in staff empowerment; it will
provide incentives for teamwork and, will break down the
“iron curtain” that has often separated SODs.

The DMT, which selects team members and
leaders, has established five country teams in EA1 for our
major active clients: Cambodia, Lao PDR, Philippines,:
Thailand/Malaysia (one team covering both countries),
and Viet Nam.  The composition of each is identical,
drawing on a range of economxc, technical and support
skills. ‘

A TYPICAL COUNTRY TEAM - PHILIPPQNES

Resident Representative

' (including Team Leader) |

Legal Department
Representative

COD Staff

"a.: o

2 Representatives from
each SOD

LT SRS

Division Chief, COD1

Support Staff Member" !
(Mentor) il :

a7




2 allocaﬂon" |
*' ‘and budget
. _monitoring

{"  Formulation of \
i lCAS with client.

-
-
.
........

' Cross
Cutting
Issues

Portfolio
Management
* (including input
. .in CPPR and

A number of conditions for success have been
identified from experience in EA 1 and in the Africa
Region: strong and collaborative leadership; support of
' the DMT; clear functions, work programs and. ,
accountability; and training to support team work - all of
which have been incorporated into the design of country
teams and their roles. The objectives, terms. of reference
and work programs which have been drafted for the next
six months will serve as a measure for accountability.

Changing the way we allocate resources, to
improve accountability and management of increasingly
scarce resources will further support the shift towards a
country, rather than sectoral approach in our work
program._In place of sector divisions vying for budget
resources, integrated country programs will be funded.
Pilot changes in the coming fiscal year will be applied for
our two major borrowers (the Philippines and Viet Nam),
with a review at the end of the FY96 budget period before

_extending changes to the other country programs in FY97.
The CAS, prepared by the country team and endorsed by
the DMT, will form the basis for the Business Plan and for
annual budgets. The Business Plan will provide overall
.envelopes of resources for countries. Country teams will
put together country budgets within these envelopes
(based on task budget proposals developed by task

_managersin consultation with division chiefs), monitor the
use of the funds and make recommendations on major re-
allocauons dunng the year P .

. Greater emphasis on task teams, with new m:
' supportive roles for both higher level and sup

- skills will also be required: a sound knowledge o ]
- business processes (themect cycle), good office
. technology skdls, and,mmatlva We are follo‘

Increased use of task teams to carry out the work. !
will result in a shift in emphasis from task manages
team work.The new budget process, focusing on th
country rather than on the divisions, is one stepin’"
providing incentives for teamwork and cross-supp
Task teams will be assigned budgets to carry out ;
increasing accountability and cost consciousness. Id 18
addition, through the new compact system (dlscussed
below), teamwork will also be encouraged through'
incentives, clear definition of goals and performance.
indicators, and roles and responsibilities of task teams
ik
Collaboration continues, and progress is bemg
made, with the support departments (Legal, TD, PMB, - |
LOA, OPR) following initial discussions during Phases II. |
and III. Their comnbut:on and integration in taskwlmﬁs
essentxal o i ¥

We are also initiating changes in the miv of
support staff, with significant implications for incentives;
recruitment, and performance standards. Support staffx
now be task team members, with a commitment to team
goals, rather than personal secretaries. Slmllarly,!
higher level staff, there will be an increased i
the importance of being teamr players, unpmvmgphmg
and communication with support staff and enhancing b
office technology skills. . To support these change:




£ ki, involvement

+ . Encouraging behavioral shifts and = e

¢ Acquiring minimum technical standams
¢ Integrating SL staff into teams

] * Cagtuﬁng expectations in compact

¢ Becommg team players

‘¢ Better planning
4 OT skills:

Skills & Behaviors |+ Comiiiiet to team goa!s

1¢ Betterpfanning
4 Knowledge of Bank business.
processes: (project cycle): f

PMD to make recommendations on recruitment,

_ promotion and performance criteria in light of new support

staff roles.” Finally, we are following up on
recommendations to lessen the burden of the MIS (which
currently takes significant suppon staff time for inputting
data) )

Shifting more work to and expand resident missions.
This was one of the key recommendations of the Phase Il
design team. Keeping the BPI principles of cost-
effectiveness, flexibility and country focus in the forefront,
more work will be shifted to the field, particularly in areas
where resident missions have the advantage (portfolio
management, participatory processes, external relations, to
name a few). Needs will vary by sector and by country,
and our model allows flexibility for divisions to shift
positions out to thé field and recruit local or HQ staff on a

needs basis - these are “delegated functions”, which would

be funded and supervised by an individual division. We

are also looking at opportunities to expand local assistance

in procurement and disbursement, in line with Phase I
recommendations to decrease the burden on task
managers. Cost effectiveness is improved through
expanded use of local higher level staff, flexibility in
moving HQ positions to the field and back, and use of HQ
secondments for shon term assignments of up to srx
months. :

In particular, we have focused on a significant

and rapid expansion in our Hanoi office even prior to work -
~ program build-up. Our decision is based on clear country

needs: Viet Nam is anew borrower with a large and

- work closely with new borrowing agencies on project

“expansion of field offices in Manila and :
measured, given the mature status of these bmers,ﬂnexr

. with one COD, made it difficult to provide adequate:
- country focus and high-level management of country. =~ |
| relations, particularly with the reactivation of Viet Nam
| and Cambodia, two new borrowers. In addition; with *

' (especially in the CAS and ESW processes), country
| = management is paramount, and country teams 1 ‘
suppon and coachmgw We therefore: decldcd‘*m ‘s@mhc

particular, there is need for significant ﬁe[a‘w; el m

preparation and unplemcnmtxon issues. In commst, our

needs for a wide range of more specialized short-wm
assistance and advice; and stable assnstance.promg &

i Shifting the focus of work to the f eld lsfmhcr
borne out by the resident representatives’ presence on (a)
the Country Team, thus increasing their role in work
planning and budgeting, and (b) the DMT for country
matters, improving communication at all levels. Expanded
staffing in resident missions and integration of these staff
into task teams will also improve communications..
Technology links will be upgraded in the resident missions|
and with country officials in certain countries::.

Adjusting EA1's organization to improve client focus,
consolidate SODs, and provide departmental services
in the front office to lighten the burden of task:

mangers; and changing the roles of the. Mta
managers.

* On November |, EA! reahgned its dlvxsmnsmd;ﬁwfmnt i

office. The earlier structure, covering all eight countries. .

process redesign, the role of the COD division chief also
changed: more sustained client interaction wmy

; [ . expanding work pmgram In this start-up phase in.




COD into two: EA1C1 covering the newly industrializing «
countries (Korea, Thailand, Malaysia and the Philippines);
and EA1C2 covering Indochina (Viet Nam, Laos and:.
Cambodia) and Myanmar. We also decided to merge the

areas of ﬁnancial and macroeconomic po!icy' ‘-

For thc SODs, our ﬁndmgs on portfoho
implementation under Phase Il indicated aneed for =
increased flexibility and critical mass in sector divisions; ta
allow greatertec!mxcaispedahzanon of staff and better .
back-up arrangements for task managers, as well as

. rationalization of some owérlappmg areas{mvxronmem;
for instance, was previously handled in two divisions,
while energy was handled in one and infrastructure in®
another). Larger SODs also make it easiertoshift = =
resources into the field while maintaining adequate mass..
The SODs were thus merged from four to three: =
Infrastructure and Energy (EALIE); Agriculture, ’
Environment and Rural Infrastructure (EATAE); and
Human Resources (EAIHR). The realignment was done : *i
within the existing complement control and with minimum
disruption in staff's work program responsibilities. About :
half the depanment‘s smﬁ ‘were affected. L

,k‘

The front ofﬁce was also strengthcned to provxde 8

specialized services to the divisions in order to lighten the ?@ 2

burden on task managers. Phase Il made several
recommendations to ease the burden of internal and
administrative requirements on task managers, in order
that they may focus more fully on the technical aspects of
portfolio management.

To accomplish this, EAl has shifted some positions to the

front office and recruited specialist staff to provnde support |

across the depar(ment, mcludmg

-

e aProcurement Specialist and Procurement Assistant |

who will work with clients and resident missions to -
build up local procurement capacity;

e a Cofinancing Officer will handle coﬁnancmg and
trust funds liaison, as cofinancing has increased
dramatically in our portfolio; and %,

e an OT Officer and Information Assistant in addmon
to the existing OT Assxstant Lo

Department Managcmcnt'fum (DMT) N

The realignment of the department into two CODs and

three SODs, the increased role for country teams and

resident missions, new resource allocation processes and a

new incentive structure are all having an impact on the -

role of the DMT. The DMT has had a one-day mreatt
- beginto dnscussanddmfych@gmgroles andss ;

Business Process Innovation - Phase [II §

. Managem’ent:ands _
Fncentlves;‘ Ve

oo »j ‘yf

‘Work Envnronmenl;lnformal and Eormal: lncenﬁvw
Changes in processes and structures will not be sufficient

continuing to work on this. In particular, the DMT is
focusing on joint responsibility for management of the

| departmental program, through its role in new processes
- such as budget allocatxon and supportmg coumryteams

finance function into the CODs, given the overlapsinthe |
¥4 v“Un-bundlmg" the multrple tasks whxch dms:on chtefs

have traditionally done is a further priority. Under BPI,

; - division chiefs in EAL will: focu&mmhgtym*cowhmg iy
: and | developing. staﬁsettmg standards of L

for increasing our effectiveness and efficiency uula&they

; areunderpmnedbychangesmbehaworsmdmeuﬁves

both formal and informal.: The Phase 11l mxhemm

 focused on the incentive framework and explored issues. |
. relating to compensation, recruitment, training, promotion,
. career development, reassignment and termination. The

team also investigated the informal incentives reflected in
the day-to-day behaviors and in the directives and rules
that impact on our every-day work. :

On informal incentives, the team emphasized the
need for managers and staff'to set a tone of conduct
consistent with (a) our overall objective of development
effectiveness in our client countries, and (b) the six .
guiding principles, especially client-orientation; costs

. effectiveness, and supportive enabling management. That|

. said, the team has highlighted some necessary changgm

. .. the Bank’s internal rules, regulations and reporting. .

| requirements that determine our work environment which |
© needto reflect Bank's objectives and the guiding. ;

principles, to support and encourage the behavior we are

. frying to encourage. One such change is the recogxmon
. that the accomplishment of team results should not be:
o lnmted toaoncea m:ar nmatatmemne of perfmmm

¢ ﬂ ‘The fonna}mcennves alsoneedto be ahgned

i with our operational, ob;ectxves* and the guiding principles. o

l?rmnotlons. successmn planning, reass:gmnents;*sﬂﬁry ;




Business Process innovation -

of our work and the re-focusing of that work on the basis
of the guiding principles and the revised processes. The:
team recognized that most of these subjects cannot be fully
addressed within EA 1 and need to be resolved on a Bank-
wide basis - and we are working with MPS on them.

However, much can be done within EA, especially when:

it comes to merit increases, recommendations for

promotion or termination; and training; and we are sta:tmg

to act on this in the PMP cycie now underway

Settmg Expectatlonsand?Estabhshmg AccountabihtY- ipit
Each staff member and manager should be clear on thexr 5 ;

role in regard to furthering the Bank’s objectives and on
the contribution they make within the department’s  «
business plan and the division’s work program. Similarly,
the competencies and behavior required to implement
process improvements must be unambxguous and explicit..
The Phase I1I team decided to make "Setting Expectations
and Managing Performance" one of its main themes
recognizing that for staff empowerment to succeed, major
1mprovements are requu'ed in thc areas of

o setting clearperfomlancc expecmnons, sl
. measuring, monitoring and evaluatmg perfonnance
_against such expectations;
holding managers and staff accountable; and
rewarding performance.

for "360-degree-feedback"” where input from teams’
_ instrument - the Compact - to help set e
- management process, which:was designed to'

o provxde an ongoing evaluanmand gt in{

.' the emphasis would be on results not reports,
' not loans, supervision outcomes not supervis
* The Compact would thus highlight the distinc

. countries -- and the critical success factors to aeimve the
; expected results, such as loan approval by the :

. expectations, and these would be recorded i

 being drawn up to be ready by April.

MEASUREMENT IS ESSENTIAL

WHAT COUNTS
GETS MEASURED

WHAT GETS
. MEASURED
GETSDONE

WHAT GETS
' 'DONE GETS
REWARDED

~ within the Region. In April we will hold a dep:

Monitoring and evaluation also need'to émide

members and clients will be integrated. To achieve thi
the Phase 111 team recommended the introdu:

and assess performance effectively.  The Con pact
work with the recently improved performanc

effectively assess managers and staff. Ina
synchronizes with the business year, the Co

As far as outputs 4andqoutcomes are

our real objective -~ i.e. results on the ground momcﬁent

electronic document. The format of this d

Spreadlng the Wori )

This newsletter is just one of the many
communications’ tools that EA1 has employed to
disseminate the findings and recommendations of the:
various phases of BPI: ' Informal discussions with'.
individual staff members by the Director and other DMT
members are ongoing and have proved very effective for
two-way communication and feedback to the Phase II
team. EA1l hasalso made a number of presentmm '
outside the department which have helped to htmg,mmder
support for many of the recommendations, pmzmlx

workshop to take stock of where we are in th&% i, o
lmplementatlon, and where we need to modify processes |
in light of experience, and with a view towar&;cmﬂmmg 1‘
improvement. :




Business Process mnovation - |

; ' - b missions; and ofﬁce technology They have agreed on
Th e Way FO rwa rd‘ ; | detailed implementation plans together with monitorable:
: ' - performance indicators and milestones. Cost mpl&aﬁon& ki
We are now implementing the redesigned | ofthe change will be evaluated . The groups: will work
processes and the recommendations made in Phase IIl. .~ - " closely with our support departments to ensure thatthe
Implementation started several months ago with the | changes will be effective and in line with cmm :
initiation of a number of pilots based on the new 2 underway in theseu departments ‘
processes. We have completed about half of these pilot. <} =
operations, and results have been promising so far. An G A foihw.up and next steps progrw b
. example is the participatory CAS preparation used for Viet artin
Nam, where the outcome was so encouraging that we

decided to use the new process for all future CASs in the
department. The initial results from using the revised
lending process indicate also (a) benefits in ensuring
greater client ownershlp, and (b) signifi cant time and
budget savings.

EA gAz and w will work collectlvch( ‘
fis mmaccomwﬂwwade almady done and the

We have appointed a change manager to sustain the focus
on process changes. Groups of departmental managers,
key involved staff and staff volunteers have been

’ established to help implement and monitor the changes,

; and adjust processes as needed. These groups have been
setup for the main areas of change including: CAS and
ESW; country and task teams; lending and portfolio
management; the new compact and incentives; resident




EAl Business Process Innovatmn Update (1)
Country Asszstance Strategy(CAS)

The Country Assistance Strategy for Viet Nam was prepared this year followmgm ;
of the key recommendations for the new CAS preparation process designed undeNBPE.
Since preparation of the Viet Nam CAS had already commenced by the time the: process §
was redesigned, the new: procedures could not be applied in their entirety. Nevertheless; §
‘the positive experience in the case of Viet Nam provides adequate justlf cation for usmgﬂle
new process for all future CASs. ‘

u The main. features of the new: procedures were (1) fewer review meetmw at :
headquarters as the document was prepared and revised; (2) formal consultations wxﬂﬁﬂie
Government; and (3) informal dlscusslons with other stakeholders. ;

,Development of the Viet Nam CAS- aimed tomthom&maﬁon,whﬂifﬁt; 4
‘the same time inereasing.the.input. from.the.client. The views-of-other-stakeholders —|
multilateral and bilateral donors, NGOs; and the private sector — were-also-solicited: The
result is an assistance strategy. that.has-full.suppert.from the Government of Viet Nam and
that takes account of the activities of other players in this large, rapidly developing

country. :

During. the preparation of the: CAS, only one review meeting was held at}
headquarters. This meeting came at an early stage, to discuss the initiating briefi It
worked well to have a long, formal meeting at that stage, as all aspects of the CAS were
open to debate and reformulation. In the case of Viet Nam, this was a lively meeting with §
strong representation from around the Bank Group (sector divisions, centrahjg,m :
presidencies; IFC). On the basis of this.meeting, an initial draft of the CAS was prepared:. |
Review of the CAS at the working, RVP, and MD levels was then: handled by soliciting §
written. comments in lieu of meetings. There was substantial saving in staffl and}
management time as a result of this innovation. Most comments were non-controvemli.
and hence it would have been inefficient to hold a sequence of meetings to air these
comments.. Looking to the future, it will be important for the procedures to be able to}
accommodate cases in which there are significant differences in opinions within the Bank |
Group. Cases with significant dlsagreements would probably reqmre addltlonal m ;
to resolve these disagreements. g 71 ‘




The draft CAS was sent to the Government of Viet Nam, which organized a workshop for } /
core and line ministries to review the Bank's activities:in and strategy for Viet Nam. This
proved to be a very good vehicle for improving communication: between the Bank andstlle ;
Government. In general, the Government supported the draft CAS. However, themm .
a number of cases in which the relevant ministries did not understand the rationale for]
Bank plans. Furthermore, the Government had strong views about a number of are&h i
which Bank activities should be expanded — especially rural development. This workshop}
was scheduled to coincide with other mission work in-country, and thus: involved vumdlfi
no additional costs to the Bank. (Translating and reviewing the document: obviously }

oo T &

imposed a cost on the Government, but there was a clear feelmg% that the beneﬁm;m b

strengthening: the assistance strategy outweighed these costs; the Governm 3
enthusiastic about makmg thlm'evxew meetmg a regulaz part' of therdatmnshlp.) A

Following the: workshop in Hanox, the Country Teamr an' , tlw ‘management gw
were informed of the opinions expressed at the workshop. There was general agreement |
that the Government's suggestions strengthened the ass;stance strategy, and the draft wasr
revised to reflect these changes. ‘ ; :

Consultation with other stakeholders was more informal. The same mission that}
discussed the CAS: with the Government also met with' the IMF, ADB, UNDP, mjor i
bilateral donors; and' NGOs active in Viet Nam to share plans for amstmg the countryﬁaww ¢
to discuss the division of labor' among these different groups. The mission also soli’tit&k ;
vviews from the domestic and foreign: private sector on important issues and bottlenecks in §
Viet Nam that could be addressed through the Bank's assistance strategy. Altogether these
‘consultations involved no more than one staff-week of time. For our other client countries, §
the time involved in stakeholder consultation, and the mode and extent of such consultatlon
may be different.

In summary, the new procedure has produced a better assistance strategy at lower §
internal processing costs. First, it has shown the importance of having a well-organized }
meeting in the Bank at the beginning of the process. A wide range of views needs to be §
aired from around the Bank Group before an initial draft of the CAS is prepared, to ensure
that the strategy effectively represents:the whole institution. Second, the consultation with §
the Government has strengthened the assistance strategy. Government agencies have clear §
ideas' about  where they want our assistance; and even in the many cases where: the |
Government agrees with our proposals, the: consultation strengthens the Government's{
commitment to and ownership of the planned’ activities. Finally, discussion wntlwoﬁuB d
stakeholders has proved to be important, but this needs to be largely in the nature oﬁw g
exchange of information. It would be unrealistic to expect all of the stakeholders to agree
with every aspect of the strategy: Nevertheless, an open dlalogue:rls useful in orden‘
generate better coordmatlon and lelSlOl! of laboramongagenuw. B ¥ |




- EA1 Business Proeess Innovation: Update,« 2)
Infbnnatzon and Office T echnol‘f ’

The EN rollout in EAIPH
and EAIDR has been
completed. We are.  now
working with the Asia IT
Center and OBP to establish
EN connectivity for
notebooks.

eam Links.

Team Links is
being piloted in

EAl  and will
give users the  ability to
transfer their Word or Excel
documents without having to
FAP them  through Alkin-
One. Team Links is being
rolled out in EMPEE m late
October andEAlDR. m early
November.

g

Eollow U‘pa'-‘ Onee the
. initial rollout: has been
~ completed and debugged, the

plan is to connect the rest of
the Department as soon as
funding is available.

Communications

and Client Focus.
The first xmportant step
toward improving communi-
cations with our clients was
taken in August when OBP
headed a mussion to the
Philippines and  Thailand.

There is another mission
currently in Viet Nam. A
number of our borrowers in
the Philippines have  been
provided with: All-in-One

accounts, and are sending on
average three-to-six EMs a
day. The OBP mission
considered " various
approaches to connect HQ
and the field. =~ Some of the
field are very expensive. We
have asked OBP to develop at
least one altemative so that

we can have a frame of
: reference fo*' cvaluatmg

OBP’s preferred p
We hope they will

* will lead the team.

comprehensive decisi
by the end of November.

Microsoft Office..
Microsoft Office has: been

. installed on the nctwoxkam%ﬂ:

as portables that are used as
workstations. Many whos have:
experimented  with. Word: are
somewhat . unhappy with' the
Macros. There are seve
efforts going on in diff
parts of the Bank to xmpme
them.  The BPI EAl
Technology Steering Committee
met with OPRIS, the owners of
the Macros; to determine! the:
best way to upgrade them.

Dulaney and Sandra.
are the other team



EA1 Business Process Innovation Update (3) |
Departmental Town Meeting -- Feedback

I Last week’s town hall meeting has set an example of how the department can.
work together to deal with matters of common interest and to reach broad understandings
on them. Feedback provided at the end of the day indicated that participants were overall
pleased with the structure of the meetmg--presentanom and smaﬂ group discussions.
Kaji's presentation and the discussion that followed were especxally valued. Appreciation
was also expressed for providing everyone with an opportunity to make an input in the BP@’
recommendations, and to have the whole department together to. do so. Comments on the
Phase III team's presentation were generally posmve, -but some felt that they could have
been shorter.  Others thought that there was too much material to digest and discuss in orie
day. And several staff felt that the meeting would have been more useful earlier in thq ;
design phase. (Some thought there was a disconnect between the general quality of the;t g
meeting and the quality of lunch!) i M ‘ :

. * Staff were able to exchange views on only two areas of recommendations.
during the small group discussions in the afternoon. Several therefore asked for an
opportunity to learn more about the recommendations on the other subjects in which th
did not participate. Some felt also that they would have liked to discuss further the topics:
they examined in the small groups. In response to these requests, we plan to hold more
informal group discussions over the next two to three weeks in order to provide additional.
information on the following key topics: (i) country teams, (ii) SL/HL work arrangement,
and (iii) setting and management of expectations (the compact). A communication on the
times and location will be issued separately.

3 Feedback on the overall focus and direction of the Phase III team's
recommendations has been positive. Most staff agreed with the core ideas, including: :

a) forming stronger country teams,
b) establishing clear expectations through the compact,
c) rewarding team work, and

d) integrating support staff in task teams.

4. There were also some areas where staff expressed concern, or made
alternative suggestions. These included:

a) importance of measurement and integration of team-work in the
compact; individual versus team accountability; the management of




multiple evaluations; need fol' simplicity in the compact; the iohei'e
. difficulty in bringing about behavioral change;

. b) * importance of leadership of country teams; cost of country teanls

 'members' performance; clanty of the teams' goals and roleS' role of th%'
o SODs/CODs vxs-a-ws c:ountryl teams and /

staf’f SL work arrangemems.y

"' ‘The Phase III team is adjt ustmg some of the recommendatxons to reﬂect ke
concerns and“suggestxons ' Further reﬁnement in the recommendauons may also emergﬁ
following the: additional small group dlscussmns mentioned above. But we do feel tl’f%
there is enough agreement to begin unplementmg the key recommendations while refinin
the desngn as ‘we go. After briefing senior management in early December, we therefore:
plan to shift gears totally into the 1mplementat10n phase. The design team has started t
prepare an implementation plan. ‘'We will be in touch with some of you to assist in
,lmplementatxon, especxally with those who sxgned up for it, and we will inform the whole.
department as we are gettmg close to completing_ the implementation plan. . In th&;
meantime, we are already acting on some of the Phase III team recommendahons such as.
the appomtmen ‘of country teams, which i lS scheduled for next Monday

£l

6:in Smce we are in this together, and because everyone will be affected by the
BPI changes ‘we want to include more and more EA1 staff as we shift to implementation. .
This also means that we want to continue to get feedback on the whole exercise (how well it

is working), and ideas for what we could do differently. In fact, we would like to do this as:
an ongoing process of implementation feedback, redesign, back to implementation, etc. So

we plan to have other feedback meetings as we move along, and we would like to

encourage you to speak up whenever you can. Towards the end of this fiscal year we plan.
to take stock of where we are overall and organize a departmental retreat to review the i
results together :




EA1 Busmess Process Innovation Update (4)
Country Teams

One of the central recommendanons commg out of the BPI exercise has been to increase the chcnt -
and country - focus. The Phase III team has recommended an expanded role for country teams in preparing
the CAS, monitoring resource use, and addressmg cmsscuttmg issues. The departmental town meeting we

held two weeks ago supported this. tecommendaﬁon, and we . would hke to _move aheadl with

implementation.

The DMG met recently and nommated country team leaders and core country team membersx We ji
agreed that in order to ensure full coverage of subsectors and | representation even when some members are
travelling, each SOD would have two full team members on the core country teams. The team
representation is: ;

Cambodia: Guy Darlan (Team Leader) (EA1C2)

Yoshio Sanaka (EA1C2)
Su—Yong Song (EAIC2)

Lily Tsang (EAICZ) :
Christopher Chamberlin (EA 1PH)
Kathryn Johnston (EA1PH)
Philippe Boyer (EA1AE)
Christopher Redfern (EA1AE)
Enrique Crousillat (EA1IN)
Maurice LeBlanc (EA1IN)
Amaud Guinard (EA1TH)
Mostafa El-Erian (LEGEA)

Laos: Shilpa Patel (Team Leader) (EA1C2)
Rebecca Hall (EA1C2)
Stefan Koeberle (EA1C2)
‘Merle Mendis-Dennis (EA1C2)
Ruth Kagia (EA1PH)
Sue Szabo (EA1PH)
Frank Byamugisha (EA1AE) : o
Supee Teravaninthorn (EA1AE) : e
Maurice LeBlanc (EA1IN) N
Jamil Sopher (EA1IN)
Amaud Guinard (EA1TH)
Mostafa El-Erian (LEGEA)

Philippines: Sanjay Dhar (Team Leader) (EA1C1)
Erika Jorgensen (EA1C1)
- Shamima Khan (EA1C1) Kilan Pt
Hisan Shishido (EA1C1) s @ io A
Hedwig Abbey (EA1C1) 3 i . M
Francoise Delannoy (EA1PH)
AltheaHnll(EAlPH) .
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Bradley Babson (EATVN)
Carlos Escgdm (LEGEA)

.anross the country teams. om




()

EA1 Business Process Innovation: (5)
Summary on the Status of Implementation Sub"te}ams; :.

4

ountry Assistance
Strategy (CAS).
¢ EAl’s modified CAS
process has been well

received in EAP, The China and
Indonesia CASs: were recently

done using the new participatory
process. The RVP’s office has
added one intermal’ step to
review the CAS requesting that
a table be provided with
measurable indicators.  The
Philippines, Cambodia and Viet
Nam CASs  are  under
preparation using the new
procedure. ‘

Economic and  Sector
Work (ESW). Two pilots
were identified in Thailand and
‘the Philippines to ascertain the
client’s interest in proposed
ESW and to garner ideas for
future ESW. The Thailand
pilot, for example, looks at
social security and poverty/
income distribution. These
pilots are proceeding as
scheduled and will be evaluated
at the end of the fiscal year.

Lending. The subteam has
completed a draft of the
components. of the Evolving
Document and the requirements
for the two stage review. Kevin
Page drafted a “Cook Book”
which spells out the new project
cycle requirements:  developing
the new CAS, ESW, and the
elements of  the “Concept
Stage” and the “Final Decision

Meeting”. It will be distributed

to EAl for lendmg in: early
April.

Portfdlio; "M;magement
is at the heart of achieving
development impact. The

- subteam is establishing service

standards, evaluating resource
needs and providing incentives

' to foster: behavioral shifts that

will enable EAl to measure
critical success factors to ensure
that expecwd* ‘results  are

The'Rsesident Missions are being
strengthened: . to  assist task
managers: and borrowers in
disbursements,  auditing and
procurement prescreening.

Standard' LCB ' documents are
being prepared for Viet Nam
and Cambodia, and we are
working with Mr. Srinivasan to
raise the prior review thresholds
in mature countries (possibly
Thailand and * Philippines) to
expedite processing.

Country Teams (CT).
Terms of reference have been
prepared  for all the CTs and
have been discussed and agreed
withh DMT.  The Human
Resource Service: Team (HRST)
is helping us to develop CT

The Philippine CT held a two-
day retreat ‘in’ Mamla in
February. 5

Most of the Cambodia CT is in
the field following-up on the
Donor’s Meeting and discussing
the Technical Assistance Project
(that become effective  today),

the Vlennane limm m

the Spring Tranche. The C
also reviewing the: initiating
brief for the CAS; and  is
planning a procuremmm
in June.

R S
The next newsletter will report
on Viet Nam and theMnhynal

Thailand CTs.

Budget. 'lh& m.
working on Countm Teams
(CT) has agreed: on budget
allocation procedures, ' time-
frame and formats to be used by
task. managers (TMs). ' The
procedures will be: cleared: by:
the: DMT and' circulated: to" all
TMs via the adlmmstrluve
assistants.

Task Teams ('I'l')%" A set'of
generic job’ criteria for support
staff has been cleared’ by the
DMT and the group working on
TTs has reviewed  the
implications for existing staff.
The preliminary  assessment
reveals the need to develop

umnmgmfomamsf pm]ect

structure
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staﬁ'slullsuptospeedtomeet
new benchmarks..

Technology. The Enterprise

Network (EN) still needs to be

rolled out in EAlAE and
EA1IN. The rollout has been
delayed to give OBP time to

develop remote access: for the

large number of notebooks: in
these divisions. The rollout is
scheduled for early' May. The.

FY95/96 IWP funds: were: used
to upgrade workstations to meet-

standards 270 MB HDD and 12
MB RAM). *Arrangements are

now being made to upgrade staff

to 16 MB RAM.

A local: area network: will be
rolled out in the field offices
until - we can bear the upfront
communications cost associated
with linking across: fiber opnc
cables and satellites. ;

The Word macros: have been
installed on the network, and
they have been downloaded on
most machines.. The standard
bank Macros (business
templates) are also-available, but
the corresponding: database: for
distribution: lists: has: not: been
completed. The OT Group is
working with OPRIS to this end.

EA1 has delivered customized
and “nearby” Word courses. A
more comprehensive  training
strategy is being developed. to
meet  future  business-driven
technology needs: :

A Task Manager Workstation
(TMW), demo: was delivered
and well received. TMW will
be rolled: out in the: department
in the near future. EA1AE and
EA1IN will receive TMW when
the EN 1.05 is rolledffont in
May. '

EALis a high performance team:

'Woﬂc on the MIS -

affectionately ~ known:  as

 “feeding the beast” is being
- taken over at the regional level.
- OPR is developing client servers

and Kevin Page is working on

‘ thatpllot. If you are interested’
in ensuring  that the . client

servers  are: designed to. meet:

vbusmessneedagplmgweyo\m» Wi

etoKevm

" Role of DMT.  The.DMT
met for a full-day retreat: in

December to ensure’ a common
approach to establishing a more
enabling
environment: A follow-up half-
day - retreat: is schednled for

- April4..

Role: of RMs. We have
expanded each of EAl’s field
offices with one additional HL
staff to meet the core functions
and with locally hired HL and
SL to meet the delegated
functions. EAIl has: worked
from the premise: that all RM
expansions must be business-

driven. We have already. begun

to build' up RM capacity,
especially in- Viet: Nam: where

we expect an expanding

Incentives.. The BPI efforts

at the Regional level have taken:
on this work. EA1 has received
approval to evaluate

~ performance on a FY basis. We-

. are working with MPS to ensure.

and’ ' supportive -

_next week.

mableustousethecom CI' :

in May 1995.

N

. Requirements | ﬁ'om
‘Support Services. We also
* met with HRST in January. to

seek their assistance in setting
m&mmgmgexpectanmm& ,

performance.through

measuring
- the COMPACT; effective work

envmmentfor Crsan&m

meanives,* staffmg oﬁr m i

el Offfce’. . Toll o

refermc& are being developed'

: ﬁotﬂwCoﬁnancmg Officer and.

the OT Group’s TOR will be
sentmtlmDMTforclm
We are also;

way communication is key in &
changing environment. We will
continue to prepare newsletters:
when: there is something to:
share, but newsletters will only.
be one means of conveying
information. = Information will
also be disseminated through:
meetings, informal discussions,
brown-bag lunches, and through.
team work. The Departmental

S Mwlllalsobeameanstothm J
ends: i

w-gw &

" The “Cook Book” mentmna&
here-in: and an interview with:
" one-of EAl’s task managers are:
o ;‘faﬂwomng&OnApnl 24-26 we
’,will' ‘have a Depamneuniz
‘_Rm at Cool Font, Berldey v




",- ..« Ry ':m“ . X ig
hﬂﬁqﬂve&utﬁutA-inisupeuﬂmdmg,

Mostofuamexdtedaboutibmﬂﬁng

- better, faster, cheaper products, stronger
partrmhipwithourdimu,lesa peperwork, more
teamwork, more empowerment of staff. But in what
ways does this affect the way work gets done? Does
it really change the way a Task Manager handles a
project?  How does the central theme of client
orientation play out in the field, where it really
matters? I recently spoke about this with Ruth
Kagm,aTaskthagerh\dmfgeofm\eoftheBPl
pilots in EA1, .

‘| TheLao PDR Trammg and‘ Capacity
Building is one of the BPI p:lots What
does this mean?

project had  gone through the first of the two
mandatory  decision: points - -"the concept review
meeting"... It is at this. meeting that a.considered
decision is made on whether the Bank should invest
in the operation - is. the project relevant and viable?
Is there sufficient client commitment for it? What
issues - will  the project address? What are the

budgetary resource requirements?

But is this any dlffemnt from an IEPS
review? .

Oh yes! First of all, technical support to the Task
Manager is in-built into the review process - this is
the point at which the quality of the task team is
evaluated. Secondly, the attention to the substance
of the project and to client commitment, forces the
task team to prepare more carefully for the review.
IEPS discussions are often held when the project
concept'is so nascent that no substantive decisions
can be made; or after such heavy investment in time
and resources that the review team is presented with

a fait accompli Thirdly, the development of the

h‘v"b"f‘v'_'.cnse,ﬂ\etnsRMWasgivenaeeﬂing
~ with which to bring the

¢ Why then after all this did you
- | your mind about going ahead »
pro]ectatthimﬁmez :

Itwasnotaonmch&nesuihbdityor‘
- project that were at issue here. ' There

madeaspedﬁcrequeﬁfmhnkmppoﬁhl
_ out that what the Government really needs first ¢

pmmdepolicyguidmnndtolmlp levemgg&
-+ resources.. Should I push to .
& preparahonoralwuldltakeBPlatface

- make the client the deciding factor?’ We v

greamdhdpﬁmontheuoeof 2SoUrCE

additional ecpetwwouldmed bobeju

Howeverdmmgourdiscumonsmlaos,we- b

wanted was policy advice—advice that would enable: |

them to develop a strategic and comprehensive

program which would help them manage externali
resources including those from IDA.

In other words, while you both a;
the nature of the problem; you'
that you needed to approach lt
different angle?

dilemma. At the Bank, there were high ex]
thattl'nswouldbeuwellfocumd,and

i

_favor of the client. We decided to proceed.
phases:ﬂleﬁutiotolevemgedomrmpport
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development of a comprehensive investment training
program underpinned by clear policies and
strategies; and the second is to develop an IDA-
ﬁmdedpro]ectt}mﬁllsmhmlgnpsmtluspmm

What if there are no gaps for IDA to fill? v

Does that mean there will be no project?:

'I'hatnughtlmppen.mditwouldbefiﬂe. In that
mse,ourasaiahmmresmnwbﬂizat_wnmdm s

would still make an important contribution to

capacity building in the country; and isn't that what
our development: effort is supposed to focus on?
Also, by not pushing ahead quickly with an IDA-

" supported operation, we will not incur significant'

expenditures that we might have to write off if the
needs to be abandoned Ilater.

operation
Alternatively, if we were to move ahead rapidly with. .
a lending operation, we might get a problem project .

on our hands.

Lao PDR enjoys strong support from grant funding
agencies.. The problem:is low absorptive capacity,
donor driven programs, and a lack of planning and
coordination at the government level. . An important
and immediate need is to enable the government to
take the driver's seat so that it can manage the entire
spectrum of needs. Our operation then becomes an

integral part of that process.

In what: ways- did. BPI influence your
decision?

If this had been before BPI, I would have found a
way of coming back from that mission with a project
or the promise of one. After all, a key measure of
our effectiveness as Task Managers is the number of
. projects we take. to the Board. But BPL is
acknowledging that you cannot have results on the
~ ground without full ownership of the project by the

client. What happened  with this. project

demonstrates that BPI can make a difference: We

listened to the client and responded to their

- articulated needs: More importantly, here at the

Bank, we had a supportive environment  for
following through' on BPI recommendations' - my

management was receptive and supportive and has

g:venthetnskwamresomwstounplementt}wse

_ proposals. We were enabled to exercise our technical

‘ What lessons have been leamed? ;

importnnt
. tool for this, but we need greater client involvement

i

Aﬂnewpmcessesneedtobefme-hued. We‘hmam
work some more on ensuring client ownership
before investing too: heavily in: project preparation.
The redesigned CAS is proving to be an effective tool
for shaping client-owned development instruments.
The' project: preparation plan is another:

at an early stage in the process. We also need to do
more work on developing measurable’ outcomes
from non-lending interventions: How' do you
measure the development impact of our work if our
output is not a lending operation? How do’ you
compare products when greater partnership with the
client results in diverse  services such as resource
mobilization and advice to help structure a program
that may in the end not need Bank financing? How
do you maintain efficiency in' resource utilization
when building effective parmerslup with cherbu 80
resource intensive?

\ EAL is a high performance team..
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OFFICE MEMORANDUM

DATE: June 19, 1995
TO: Mr. James D. Wolfensohn
FROM: Nancy Barrett
suBJECT: Business Process Innovation

Following our recent discussion, you asked for a brief note on the Bank’s re-engineering
efforts. This note will focus on the EA1 experience as that is the one with which I am familiar.

Background. From the beginning it was decided to call this Business Process Innovation
(BPI) since the term ‘re-engineering’ evokes somewhat.negative images. Under the auspices of Mr.
Shahid Husain, five departments were selected in February/March 1994 to pilot BPI within their
VPU. These departments included East Asia and Pacific Country Department I (EA1) for regional
operations, International Economics Department (IEC) for DEC, and General Services Department
(GSD), Personnel Management Department (PMD) and the Information Services Group out of
Organization and Business Practices Department (OBP) for Management and Personnel Services
(MPS) VPU. Independently of the structured BPI, other organizational innovations were explored
and implemented by Mr. Picciotto in Operations Evaluation (OED) and in the Africa, LAC and
MENA Regions. The EA1 BPI group collaborated with these areas to exchange ideas and adopt the
appropriate aspects.

The objectives of the EA1 exercise were to:

serve our clients better,

increase our development impact,
reduce paper work and costs,
shorten processing times,

reduce staff stress.

EA1 conducted three phases:

e Phase I. Planning - identification of processes needing redesign,

o Phase II: Diagnosis - mapping of processes and recommendations for changes, and

e Phase III: Social Systems Redesign and Implementation - piloting recommendations in
EA1, which would then spread throughout EAP and to the other regions.

EAP has reviewed the outcomes and will implement the changes Region-wide in July. Attached are
background materials with more detailed information, in case you might like to see it. Pages 6-16 of
the “blue book” gives a good overview of the key issues and recommendations of Phase II. Also
attached are the newsletters on the Social Systems Redesign and updates to staff.



Mr. James D. Wolfensohn -2- June 19, 1995

Implementation. The proposals for process redesign and streamlining have been incorporated
into several projects in each of the sector divisions within EA1, as well as in other operations
departments, with satisfying results in time and cost savings. One of the significant
recommendations on process, which has not yet been implemented, is the consolidation of the
various documents prepared during project processing - the time from project identification to Board
presentation - into a single “evolving document”. Since speaking to you of the delay in getting
approval of the “evolving document”, I have learned that while there were delays for one reason or
another, it was decided in the end to clear it with you before presenting to the Executive Directors
for a decision. Mr. Choksi is preparing a background note for you and the Managing Directors for
your review.

During Phase II, it was recognized that in order to be more results and client oriented,
changes in Bank culture would also need to be addressed, specifically, clarity of goals and roles,
incentives and accountability, management and flexibility, and client focus. Culture change is the
most difficult to implement. The areas in greatest need of support include:

o the shift into a support-oriented management rather than one that is control-oriented.
Currently management turns to staff with demands for explanation and correction. This
promotes a culture which learns to justify actions rather than change them. A support-
oriented management would offer assistance through help and guidance to turn unwanted
situations around. This would, of course, impact on the many reviews and advisory roles
by making them demand driven instead of supply driven.

o review of Operational Directives to be more flexible and fit established guiding principles.
This would require managers and staff to use their judgment on appropriate steps and
timing, as well as direct accountability for the quality of projects, their impact and
performance.

e modify our measurements for success. A review of the impact Bank lending and economic
and sector work has on each country, e.g. adoption of policy changes, increases in output,
relative poverty levels, etc., used in conjunction with numbers of loans would encourage
focus on quality along with quantity. For lending the primary focus is now on the number
of loans and not on development impact. Country Assistance Strategies have not been an
effective instrument for determining our activities in and the budget resources allocated to
a country. Economic and sector work have not been sufficiently driven by client demands.

e Dbetter linkage of incentive and reward systems to the Bank’s objectives and guiding
principles, e.g. emphasis on development impact of loans and economic and sector work,
rather than on the number of loans or the internal appreciation of the quality of economic
and sector reports; emphasis on cost-effectiveness and the do-able, rather than excessive
completeness and depth of analysis.

I understand that Mr. Preston was very pleased with the presentation made to him on the EA|
BPI experience. The EA1 work has now also been broadened. It fed into a Regional BPI effort
where new procedures, processes and systems are being adopted effective July 1. If you would like
a presentation on this at some appropriate point, it could be arranged.
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suBJECT: Bank Committees

In response to your request of June 30, we are not involved with any committees
currently studying Bank initiatives.

We have, however, a number of ongoing activities and committees, that we would
consider part of the ongoing work of ESD. We are reporting them here in case you
needed to know. We have clustered them in four groupings: improving internal
efficiency, raising quality of Bank staff, improving external partnerships and promoting
development differently

1. Improving Internal Efficiency:

Re-organizing Agriculture: (Completed)

On July 1, 1995, AGR reorganized itself; from three to two Divisions. This was
done to better align the work and integrate staff skills with the new Vision Statement
and goals set for the Department. Previously, technical staff working on water,
agronomic, animal, fish and forestry issues were in two Divisions. The economic,
social and financial staff were in the third Division. The reorganization of the
Department better integrates skills and sharpens the focus on rural sector development,
for which agriculture, forestry and the associated management of the natural resource
base are central.

Environmental and Social Policy Advisory Group: (Ongoing)

A new group chaired by the Director of ENV, established by the MDs in April to
help bring coherence to interpreting the Bank's environmental and social operational
policies. This group, comprising specialists and managers from around the Bank, gives
guidance on complex, sensitive or ambiguous project-related issues relating to
environmental or social issues. By clarifying issues, and providing guidance early, the
group can help staff avoid losing time and potential costly mistakes.
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Social Policy Thematic Team: (Ongoing)

Chaired by the chief of ENVSP, this group is designing and testing approaches for
social assessment of projects and investment programs. Draft guidelines are being
tested, and a paper outlining the costs and benefits of social assessment will be
submitted to senior management in the late Fall.

Improving synergies between Bank and GEF financed projects: (Ongoing)

A Steering Committee, consisting of VPs and chaired by Mr. Sandstrom has just
been established to ensure effective procedures. A middle management group, chaired
by the Director ENV, coordinates all operational activities financed by the GEF.

Sub-sector groups in TWU: (Ongoing)

Ensuring linkages between cross-support and own managed work--(i) the three
sub-sector staffing groups (one for transport, water, and urban) are consulted regularly
to identify the sectoral priorities and strategic issues/themes that should form the focus
of our cross-support and own-managed work; (ii) each TWU division has developed its
cross-support program after examining regional work plans to identify areas of mutual
interest and comparative advantage, and visited with SODs to discuss possibilities for
involvement; (iii) for the own-managed work program, in addition to the above
consultations, regional steering groups have been constituted to advise on major own-
managed tasks; (iv) each division has developed a specific cross-fertilization strategy in
consultation with regional staff and several thematic groups have been formed to
provide a forum for regular interaction among Bankwide professional groups.

2.  Raising quality of Bank staff:
Core training program for agriculture: (Ongoing)

AGR is Ieading a small task force to develop a core training program for
agriculture and natural resource staff across the Bank designed to respond to the

dynamics and diversity of the Bank's work and borrowers' needs.

Environment training: (Ongoing)

In addition to increasing the number of internal training courses from 10 to 26
over the past 3 years, ENV has now made a joint appointment with EDI to produce a
series of joint courses in FY96.
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Infrastructure Training Program: (Ongoing)

(i) Sector/subsector staffing groups--originally set up by Personnel in 1992 to
advise on skill needs assessment and external recruitment, their mandate has been
expanded to advise on internal reassignment and training needs; and in the infrastructure
subsectors of TWU at least, they are a consultative forum for a whole range of TWU
work program issues. (ii) The new Infrastructure Training Program for professional
staff was initiated during FY95. Developed under the BPI, this ITP has become the
model for sectoral training in the Bank. Structure consists of a core curriculum that all
sector staff would take over three years, with extended program of special and regional
interest courses. Content of courses is agreed by Sectoral Staffing Groups and SOD
chiefs, and linked to Bankwide themes and business objectives. Advisory Group of
senior regional staff contributes to ensuring relevance of content. Courses developed in
collaboration inter-departmentally and inter-VPU, e.g. between TWU and FPD for
private sector development. There is an intensive post-course evaluation and review
process to strengthen quality of repeater courses and strengthen applicability to
operational needs.

3. Improving external partnerships:

Strengthening partnership with other agencies (UNDP. FAQ. IFAD, etc): (Ongoing)

Considerable effort is being given to strengthening partnerships with other
agencies (UNDP, FAO, IFAD) as well as with NGOs. Programs have been launched
with FAO to promote widescale uptake of more environmentally friendly pest
management approaches (IPM), to develop indicators to better monitor land degradation
at the national and global levels and to join forces in analyzing and prioritizing work to
address the management of the world's forests. Similarly, we are participating actively
in supporting the CSD inter-Governmental panel on Forests and the Commission on
Forests. Active and constructive collaboration with the NGO community is taking place
on a regular basis on such topics as (i) pesticide usage, (ii) biodiversity management,
and (iii) soil fertility management.

Environment Organizations: (Ongoing)

A series of formal understandings will be reached with some of the major
environmental organizations to promote joint work, and to help move the debate on
environmental issues from that based on advocacy--and in recognition that the Bank has
now built up considerable capacity (and an improving reputation) on the environment.
The first such agreement has been signed with IUCN, the largest international grouping
of environmental organizations in the World. A series of joint programs with leading
NGOs is being monitored with the aim of increasing the share of our work produced
jointly with environmental organizations in the future.
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Global water partnership: (Ongoing)

(i) UNDP-World Bank Water and Sanitation Program--in FY95, the Program was
merged into the water division, TWUWS. During this year, the division has taken the
lead in collaboration with the Regions to gain support among the Program donors and
clients for the creation of a global water partnership to improve the assistance available
from the international community by providing more coherent advice on comprehensive
water management issues. Within the Bank, the Water Partnership would be overseen
by a water council, whose membership would include regional sector division chiefs.
(il) UNDP/UNCHS/World Bank Urban Management Program (UMP)--Now in its
second phase, the UMP is being decentralized and shifting to partnerships between the
UMP regional offices and the Bank's regional operating divisions.

4.  Doing development differently:

New strategy approach to increased agricultural productivity and natural resource
management: (Ongoing)

The recently published Strategic Vision Statement for the Rural Agricultural and
Natural Resources sectors, which was developed through a broad collaborative process
across the Bank, refocuses attention on the need for the Bank to think in terms of rural
sector strategies and the intra-sectoral linkages between agriculture, infrastructure,
health and education. The focus has shifted away from such linkages over the past
decade because of difficulties in implementing the complex integrated rural
development projects of the 1970's and early 80's. The new strategy outlines approaches
to increased agricultural productivity and natural resource management, and greater
local participation, empowered through an enabling policy environment, better
knowledge transfer using modern information technology, and the financial resources to
participate in the development process through access to rural credit, fiscal
decentralization and targeting of vulnerable groups.

Environmental measurement: (Ongoing)

In ENV, we are seeking 10 countries in the next year to implement new measures
of adjusted accounts to reflect environmental concerns. And we are sponsoring a
conference jointly with World Wildlife Fund to launch this initiative.

cc: Messrs./Mmes. Horiguchi, McCalla, Pellegrini, Petit, Steer, von der Osten, Cohen,
Stover, Martin-Brown, Chadha



